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�EXECUTIVE SUMMARY



1	Introduction

This report contains the principal findings of the work undertaken for the Latvian Approximation Strategy and Action Programme. The report is supported by detailed analysis and findings contained in the appendices. These are fundamental to the future development of the strategy. 

2	Legislative Assessment

A legislative gap assessment has been undertaken to compare the state of conformity of Latvian legislation with the requirements of the European Community “Environmental Acquis”. The environmental acquis are defined in the 'Guide to the Approximation of European Commission (generally referred to as the Acquis Guide) and are a systematic grouping of the EU environment legislation.

An indicative rating of the level of conformity with Latvian law is provided for each environmental acquis directive. This is based on a scale of 0 to 4, reflecting a range from no relevant information or almost no conformity to full or almost full conformity. The analysis shows, for example, that the state of conformity ranges between no or almost no relevant legislation overall for the air sector to good for the horizontal and nature sectors. Similarly, there is only some conformity overall for the waste and water sectors. There is good – almost full – compliance in the nuclear safety and radiation protection sector. Note, however, that within this broad sector level of analysis, compliance with some specific directives is good. The Volatile Organic Carbons (VOCs) Directive is an example from the air sector.

3	Institutional Assessment

A review of the functions implied by the environmental directives has revealed that most can be implemented within Latvia’s existing institutions. This is not to say, however, that improvements in the existing institutional structure are not possible or desirable. The complex and somewhat fragmented structure of existing institutional arrangements has given rise to problems and deficiencies that appear to be impeding overall management and implementation of the approximation process. 

Latvia’s small population base suggests that it should strive for streamlined and cost-effective institutional arrangements for managing the environment that prevent proliferation of governmental institutions, duplication of effort and sub-optimal use of scarce public resources. A strong case exists for creating an operationally-independent, national institution charged with administering, monitoring and enforcing environmental legislation, regulations and standards. The analysis supports the Government’s commitment to introducing an Environmental Protection Agency (EPA).

As it is not yet clear what the precise responsibilities of the new EPA will be work at this stage has focussed on defining the necessary functions and their implementation within the existing system. 

The capacity and ability of the MEPRD to drive and manage the approximation process efficiently and successfully is open to question. Various problems and deficiencies related specifically to the present organisation and management of the Ministry need to be addressed. It is felt that this would best be approached through the development and implementation of an integrated management system that encompasses all of the key functions and critical activities of the Ministry.

There is a significant need for development and training of staff within existing institutions to enable them to carry out their new tasks efficiently and effectively.

Although appropriate institutions already exist for most, if not all, areas of the environmental acquis, the function of ‘competent authority’ needs to be added to their existing functions. Government must determine which institution is best suited to fulfil this role for each directive, and which institutions or offices should be informed and involved in consultations and decision-making. 

4	Cost Analysis

The results of the cost assessment by sector and functional responsibility are summarised in the following Table. 

Summary Results of the Cost Assessment by Sector and Functional Responsibility (M ECU (M LVL))

�Capital�Cost�Operating�Cost�Annualised Cost�PV��Sector������Water Quality Sector�810 (531)�114 (75)�183 (120)�1011 (663)��Air Quality Sector�24 (16)�0 (0)�2 (1)�20 (13)��Wastes Management Sector�238 (156)�24 (16)�49 (32)�302 (198)��Ind Pollution Control Sector�560 (367)�0 (0)�44 (29)�404 (265)��Total�1,632 (1,070)�139 (91)�278 (183)�1737 (1,138)��������Responsibility area������Central government�82 (54)�9 (6)�15 (10)�116 (76)��Municipal government�737 (483)�131 (86)�191 (125)�1032 (677)��Private sector�813 (533)�0 (0)�73 (48)�589 (386)��Total�1,632 (1,070)�140 (91)�279 (183)�1,737 (1,138)��

�PV refers to the present value of all cash outlays (investment and operating expenditures) incurred to the year 2010 when discounted at a real discount rate of 5%.

The analysis assumes that 2010 is the date for full compliance. This is based on the timeframes set in the 3rd National Programme in which the latest date for implementation of the directives analysed is 2010.

Total investment compliance costs over the twelve-year period to 2010 are estimated to be 1632 M ECU (1,070 M LVL). Annual operating costs at full implementation are estimated to be 139 M ECU (91 M LVL), although the reliability of this figure is uncertain and in need of review. The total annualised cost of 279 M ECU (183 M LVL) after full programme implementation comprises operating costs plus annualised capital costs. The investments are allocated in the proportions 50% to the private sector (including energy), 45% to municipal government and 5% to central government.

The maximum cash outlay (capital plus operating costs) throughout the period 1999-2010 is equal to 4.7% of projected 1998 GDP. Investment requirements of 98 M ECU (64 M LVL) in 1999 and 157 M ECU (103 M LVL) in 2004 at the peak of the investment outlays compare with some 87 M ECU (57 M LVL) of funds allocated through the Public Investment Programme for environmental infrastructure over the three year period 1995-1998. Current levels of investment expenditure are well below those needed to implement the directives over the next 12 years. This has important implications for the formulation of a viable, long-term development strategy. 

5	Affordability

Implementation of the investment programme by the year 2010 would demand a significantly increased share of national income, calling for increased taxes and charges to divert funds to public use. This is needed to fund both the investments themselves and their subsequent recurrent costs. The extent to which this is possible will depend on priorities set by Latvian society.

If the magnitude and incidence of the investment requirements are taken to be substantially correct, then the most crucial requirement is to establish whether or not they are affordable over the time frame adopted and, if not, to establish a programme of measures such that they become affordable.

There are two principle ways by which this can be done. One is to rank projects according to their social priority and extend the time frame over which they can be implemented progressively in an affordable manner. The second is to boost national income. Even after taking account of projected GDP growth, expenditures to 2010 will demand a significantly increased share of national income. It is unlikely that external assistance will be available in the amounts required. Implementation of the development programme depends, fundamentally, on its inherent affordability.

�6	Municipal Government

Implementation of the environmental directives imposes major responsibilities on, and has significant cost implications for, municipal governments. 

Local government currently does not have the financial resources needed to repair and maintain existing plant let alone the capacity to expand physical infrastructure on the scale envisaged. It has yet to gain access to a reliable financing mechanism and has no accumulated internal reserves. These factors, combined with the scale of investments envisaged, suggest that the entire process by which municipal investments are approved and financed needs to be critically reviewed and policies formulated accordingly. 

The review should cover the overall process by which municipal services are funded, encompassing cost-recovery policy and affordability. In addition, opportunities and constraints on forming regional municipal authorities and the role of the private sector in financing and operating municipal services should be addressed.

Neither municipal government nor the private sector has had any formal involvement in the approximation process to date. The extent and costs of their projected involvement in implementing the environmental acquis suggest that this situation should be reviewed as a matter of urgency.

7	The Private Sector

Fifty percent of investment requirements are projected to be borne by the private sector, the major share of which is needed for compliance with the Large Combustion Plant Directive. Significant expenditures also fall to the farm sector in compliance with the Nitrates Directive. The capacity of the private sector to absorb these costs or pass them on to consumers is unknown. 

8	Summary of Strategic Issues

(1) 	Environmental Legislation

Possibly the most significant legal issue facing environmental legislation and the environmental approximation process is the nature of future environmental legislation in Latvia. The most far-reaching option being considered is to develop an Environmental Code to encompass the entire body of environmental legislation. A single, comprehensive piece of legislation encompassing the full extent of environmental responsibilities would strengthen the operational effectiveness of the proposed Environmental Protection Agency (EPA).

(2) 	New institutions

There is a strong prima facie case for creating an operationally-independent, national institution charged with administering, monitoring and enforcing environmental legislation, regulations and standards. The proposal to create an EPA is supported. 

�(3)	Inter-ministerial relationships

Effective implementation of the environmental acquis requires closer co-operation between ministries. Arrangements are needed to provide a clear division of labour and responsibilities between ministries and agencies involved in the approximation process. Overall responsibility and accountability for the implementation of a specific directive should come under the jurisdiction of a lead Ministry nominated by government. Where significant overlap exists between ministries, proper working arrangements should be established through the lead Ministry.

(4) 	Intra-ministerial flows

Problems related to the organisation and management of the MEPRD include a lack of clarity in the division of functions and responsibilities, and the duplication of activities amongst subordinate institutions. These should be addressed in a systematic rather than in a piecemeal manner. It is recommended that consideration be given to the development and implementation of an integrated management system, to encompass the key functions and critical activities of the Ministry. 

(6) 	Municipal Government 

The fundamental strategic issue facing municipal governments is their capacity to perform the large number and wide-ranging functions required of them under the environmental acquis. The extent of the adjustment process required of the municipalities should not be under-estimated. The physical size of many municipalities is itself a constraint on their capacity to implement and manage investment projects on the scale envisaged. A review of municipal powers and responsibilities is considered to be essential. 

(7)	Affordability

The most fundamental strategic issue in relation to financing the investment programme is the inherent affordability of implementing the infrastructure programmes required under the environmental acquis and the timeframe over which this is done. An action programme to establish national priorities and implementation programmes that take full account of affordability relative to projected national income is documented in Section 5.4.1.

(8)	Sources of Funds

The cost analysis shows that current levels of investment expenditure fall well below the amounts needed to implement the directives over the next twelve years. Traditional funding sources will be insufficient to finance these investments over the selected period. It follows that either the implementation period must be extended or new sources of funds found. It would be realistic to adopt a longer implementation period based upon affordable national priorities and derogations sought for those parts of the environmental acquis that cannot be implemented in the short-run. In addition, the system of funds allocation at national level should be placed on a more systematic basis to ensure the optimal allocation of scarce resources to priority projects. 

�(9) 	Access to Information

Establishing realistic, affordable development programmes based on agreed priorities requires informed inputs from all sectors of society. The need to inform and consult with organisations and individuals outside central government has been identified as an important limitation of the approximation process to date. There is currently no formal involvement of the public, local government, the private sector or special interest groups. Given the significance of the issues, and their potential impact on all levels of society, it is recommended that arrangements be made for the formal involvement of these groups and for comprehensive information on these issues to be made publicly available. 



�1	Introduction

1.1	Background and Objectives

This report has been prepared by Sir William Halcrow & Partners Ltd (Halcrow) under its contract with the ‘DISAE’ facility managed by ERM Ltd. It represents the draft Final Report for the project as detailed in the terms of reference for the study and Halcrow’s original project proposal.

The project, which is one of a number contracted by the DISAE (Development of Implementation Strategies for Approximation in Environment) facility, is funded by the European Commission’s Phare programme.

The objective of the project is to strengthen the capacity of the Latvian Ministry of Environmental Protection and Regional Development (MEPRD) to prepare for its country’s accession to the European Union (EU). Within this overall objective, the specific objectives are:

“to assist the MEPRD in analysing legal gaps in particular environmental sectors between Latvian legislation and EU legislation for:

planning of new legal frameworks and concepts;

reviewing of compliance of new legislation to EU legislation; and for

drafting of new legislation.

to assist the MEPRD in assessing the approximation costs and the implications of these costs, through an assessment of the compliance costs for the most costly EU directives, financial analysis, review of financing options, and review of cost recovery mechanisms;

to assist the MEPRD in co-ordinating inter-ministerial approximation activities;

to assist the MEPRD in planning public participation activities; and

to draft the Latvian Approximation Strategy and Action Programme”.

1.2	Purpose of the Report

This report forms the final output of the project, the Latvian Approximation Strategy and Action Programme. The report presents the current status of the approximation development process and reports on the principal analysis, findings, issues, actions and conclusions identified through the analysis. The report is supported by five appendices which contain the detailed outputs from the legislative, institutional and investment analyses. 

The appendices – addressed further below – are a crucial element of the work undertaken by the project team, and provide the fundamental basis for future development of the strategy. In particular, they provide an extremely detailed analysis of the legislative gaps, progress towards transposition and institutional arrangements and requirements. In addition, they contain details of the assessment of compliance costs. This provides a preliminary, order-of-magnitude costing which will need to be addressed further in the next stage. Details of specific areas to be addressed are identified in relevant parts of this report (and particularly Chapters 3, 4, 5 and 6).

In addition to summarising progress towards approximation and results of the sectoral analyses, the report draws out important strategic implications from these findings and proposes a preliminary action programme through which these may be addressed in the future. It should be noted that since the commencement of this study, a number of parallel studies have been instituted with specific ��objectives to address many of the important issues and constraints identified by this analysis. These are noted in Section 2.4.

1.3	Structure of the Report

Chapter 2 describes the overall progress made by Latvia to date towards approximation of the environmental acquis. It reviews the current responsibilities of the ministries - and their subordinate institutions - involved in the approximation process. It assesses the capacity of the Ministry of Environmental Protection and Regional Development (MEPRD) – which has prime responsibility for this process - in performing this role. It identifies completed and on-going technical assistance projects aimed at facilitating the approximation process.

Chapter 3 provides a summary of the status, findings and analysis undertaken with respect to each environmental sector. Specifically, it summarises the position of the gap analysis and legal transposition status, institutional and functional needs, and investment requirements. 

Chapter 4 summarises the findings of the investment analyses presented in sector-specific form in Chapter 3. It establishes total funding requirements on a sector-by-sector basis and according to the three areas of primary responsibility for undertaking the investments: central government, municipal government and the private sector. Annualised costs are also presented. The Chapter considers the scale of the proposed investments relative to current and future GDP, and considers potential funding sources. The cost analysis has been undertaken using an integrated financial model built specifically for the project. This will be available to be used as appropriate in follow-up work.

Chapter 5 consolidates the strategic implications of issues identified in Chapters 2, 3 and 4. These high-level strategic issues are considered to be of particular importance for the successful implementation of the strategy.

Chapter 6 is an extension of Chapter 5, and provides a (preliminary) programme of actions identified as necessary for the future strategy implementation process.

The Report also contains six appendices, the first being a copy of the terms of reference and which is attached to this report. Appendices B to F contain the body of the work carried out by the project team. They are contained in three separate volumes: Legal Issues (Appendices B to D), Institutional Issues (Appendix E) and Cost Analysis (Appendix F). These provide the essential basis for future development of the approximation process.

Appendix B provides a summary of the environmental acquis directives for each of the nine environmental sectors.

Appendix C contains the detailed findings of the legislative gap analysis.

Appendix D sets out the time frame within which Latvia intends to transpose the legislation and indicates where possible the activities required in achieving transposition.

Appendix E is a detailed assessment of the institutional aspects of strategy implementation. It provides an overview of existing organisations responsible for the development and implementation of environmental policy in Latvia. It contains an assessment of the ability of institutions to implement the environmental acquis and the changes needed to achieve successful implementation. It identifies the institutions having legally assigned responsibility for functions related to the directives and the institutional and procedural changes needed to comply with the directives. It also identifies the possible role of new organisations, and the Environmental Protection Agency in particular.

Appendix F contains the detailed findings of the cost analysis. It contains all of the data and assumptions used in the calculation of order of magnitude investment and operating cost estimates for nine of the eleven directives agreed with the MEPRD during the project’s inception phase. As explained in the Appendix, cost data are currently not available for two of the selected directives. In general, the selected directives are those which involve large investment costs. The total investment requirements are identified and the scale of these investments measured relative to economic and financial parameters, including projected GDP. Little progress has been made towards estimating the institutional costs of compliance. The detailed institutional analysis contained in Appendix E – together with ongoing studies identified in Section 2.6 – provide the cornerstone for this to be undertaken during the follow-up stage to this work.

�

2	Analysis of Overall Progress Towards Approximation

This Chapter reviews the overall progress made by Latvia to date towards approximation of the environmental acquis. It assesses the capacity of the Ministry of Environmental Protection and Regional Development (MEPRD), which has prime responsibility for the approximation process, to perform this role. The current responsibilities of the other ministries which have some responsibility for, or involvement in, the approximation process are summarised. The completed and on-going technical assistance projects aimed at facilitating approximation are identified. The issue of wider participation in the process is examined.

2.1	Review and Assessment of Institutional Arrangements and Ministerial Capacity

2.1.1	Basis of the Review

This section considers the capacity of the Ministry of Environmental Protection and Regional Development (MEPRD) to manage the approximation process, and to ensure that the various activities necessary to meet the environmental requirements of EU accession, including obtaining access to and communicating essential information, are carried out effectively.

In addition to investigations and observations made as part of this study, the results and findings of the following studies were also considered:

‘Auditing the work organisation and operations of the Latvian Ministry of Environmental Protection and Regional Development’ by the Finnish Institute of Public Management;

‘Organisational and System Issues’, May 1995, presented at a June 1995 Seminar of the Latvian Environmental Protection and Regional Development Ministry, by Jan de Vreugd of the de Vreugd Consulting Company;

‘Management Assistance Project’, for the Republic of Latvia Ministry of Environmental Protection and Regional Development carried out by USA Environmental Protection Agency, May 1996.

2.1.2	Existing Institutional Problems and Deficiencies

An overview of the existing relationships and interdependencies of the MEPRD with other ministries, its own subordinate institutions and other state agencies is presented in Figure 2.1. As is evident from this figure, the current institutional arrangements for environmental management and protection in Latvia, and the corresponding needs for information, communication and co-ordination, are quite extensive. This complex and, to some extent, fragmented structure has given rise to a number of problems and deficiencies which together appear to be impeding overall management and implementation of the approximation process.

The principal institutional problems and deficiencies identified in the previous studies are the following:

a lack of clarity in the definition and allocation of responsibilities between the MEPRD, other ministries, and other state agencies involved in, or concerned with, different aspects of environmental management and protection;

similarly, a lack of clarity in the definition and allocation of responsibilities both within the MEPRD, and between the MEPRD and its subordinate institutions;

overlapping and duplication of functions between and within the various existing institutions and agencies;

a lack of formalised channels and mechanisms for communication and co-ordination , both internal and external;

inadequate access to data, information and practical guidance relating to environmental approximation;

insufficient focus and resources devoted to monitoring and enforcement;

delegation of decision-making responsibility and authority is insufficiently developed;

costs of management and administration are higher than need be, due in part to the fragmented nature of the existing institutional structure;

insufficient human and technical resources;

poorly defined and applied systems and procedures;

inadequate documentation and record-keeping; and

a lack of transparency and accountability in decision-making.

2.1.3	Accomplishments and Progress in Institutional Capacity Since 1996

(	a significant amount of work to facilitate progress towards approximation is also being undertaken within the Ministry through technical assistance projects encompassing all of the environmental sectors. An overview of existing and proposed projects is given in Section 2.4.



(	in the period since the publication of the Commission's Opinion, substantial progress has been made in the Ministry's institutional capacity, particularly as it relates to approximation of legislation with the EU requirements.



(	the European Integration Unit was recently formed in the Ministry to strengthen and coordinate the process of approximation.



(	The Deputy State Secretary on European integration issues co-ordinates the integration process within the Ministry and is responsible for maintaining contact and open lines of communication with the Latvian Government's European Integration Bureau and with DGXI. (The Deputy State Secretary is also the Head of the Europe Integration Unit).

�(	The Department of Environmental Protection has been strengthened with additional human resources to deal mainly with approximation issues. The Ministry is committed to continuing with this strengthening process.



(	The EU Steering Group on EU integration issues was established within the Ministry at the end of 1997. The Chairman of this group is the State Minister of Environmental Protection. The Head of each Department within the Ministry also sits on this group. The EU Steering Group is primarily concerned with solving EU Integration issues.



(	EU integration working groups have been established in recent months for all of the main Environmental legislation sectors namely, water, air protection, chemicals, nature protection, industrial pollution and nuclear safety. Representatives of all ministries involved with each of these sectors as well as other institutions are included in the working groups.



Additionally, the National Programme on EU Integration (NPAA) was prepared by the Latvian government in May of 1998. A substantial portion of this document deals with environmental issues. The NPAA recognises that approximation of legislation has become much more far-reaching than the simple transposition of directives, new or adapted from Latvian laws, to the statute books and that a planned approach to the management of the implementation and enforcement of new law, rules and procedures is required. In the NPAA, MEPRD is one of the institutions targeted for improvement of administrative capacity and so it is anticipated that MEPRD will continue to be strengthened in preparation for the increased pace of approximation which is anticipated in 1998 and 1999.



2.1.4	Institutional Issues that Remain to be Addressed

(	Additional human resources will be required so that MEPRD will be adequately equipped to cope with the increased pace of approximation of legislation that is anticipated to take place.



(	It is necessary to provide more information and training for the subordinate institutions of the Ministry. There are still some gaps and overlaps among the functions of the subordinate institutions.



(	More attention should be devoted to institutional strengthening and enforcement of EU legislation.





�Figure 2.1: Existing Relationships and Interdependencies of the MEPRD
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�2.1.5	Key Issues and Considerations

Various studies and assessments have all concluded that there is a need and significant scope for rationalising and improving the existing institutional structure for environmental management and protection in Latvia. To some extent, Latvia suffers from having a population and economy similar to those of a medium-sized city, whilst having to provide for and perform all of the obligations and functions of a sovereign state. This amongst other considerations means that Latvia needs to strive for highly streamlined and cost-effective institutional arrangements for managing the environment, which in particular avoid the proliferation of governmental and quasi-governmental institutions, duplication of effort and the sub-optimal use of scarce public resources.

In the context of EU approximation and meeting EU environmental requirements, the role and tasks of the State may be summarised as follows:

Assessment of the existing environmental situation, and definition/identification of problems and needs (related to meeting EU environmental policies, norms and directives).

Definition of strategic national priorities and objectives (in connection with EU requirements these are set for white paper legislation in the 3rd National Programme for Integration into the EU).

Identification and evaluation of options (for achieving the defined priorities and objectives).

Formulation of an integrated national policy and strategy, and a related implementation plan (including the clear definition and assignment of responsibilities).

Policy and strategy implementation (which includes the preparation and enactment of legislation, regulations and standards to underpin and give legal effect to the policy and strategy).

Administration, monitoring and enforcement of legislation, regulations and standards.

Periodic review and revision of the national policy and strategy, in the light of changing needs and circumstances.

Tasks 1 - 4 and 7 above are clearly the mandate of central government - primarily (but not exclusively) the MEPRD. With respect to Task 5, experience elsewhere suggests that the role of central government should mainly be confined to the preparation and enactment of legislation, regulations, guidelines and standards. Other responsibilities and activities required to implement the policy and strategy (for example the development and operation of environmental facilities) should be delegated to other specialised implementing agencies. 

Likewise, Task 6 should generally be delegated to one or more executing agencies, which need to be separate and distinct from those agencies responsible for the provision and operation of environmental infrastructure, facilities and services. Generally speaking, implementing and executing agencies should be granted a high degree of autonomy and operational independence from central government.

Although the Latvian Government has made substantial progress in addressing the tasks listed above, the available evidence suggests that serious consideration needs to be given to re-organising and streamlining the present institutional structure for environmental management. In particular, and in view of the special characteristics and circumstances of Latvia, there is a strong prima facie case for considering the establishment of an operationally-independent, national institution charged with administering, monitoring and enforcing environmental legislation, regulations and standards. That is, an ‘Environmental Protection Agency’ broadly similar to those which exist, for example, in Denmark and the UK. The creation of such an agency is likely to bring several significant advantages, including:

Economies of scale;

Consolidation of specialist technical expertise and resources within a single organisation;

Consistency of approach to licensing and enforcement;

Enhanced scope and capacity for achieving an integrated approach to pollution prevention and control;

The costs and resources associated with monitoring and enforcement can be readily identified and measured.

Clearly, any restructuring of the current institutional arrangements for environmental protection is likely to have a significant effect on the future role and organisation of the MEPRD and so, in practice, the two issues would need to be examined and considered concurrently.

2.1.6	Capacity of the MEPRD

For the reasons identified above, the capacity and ability of the MEPRD to drive and manage the approximation process efficiently and successfully is open to question. Thus, irrespective of whether existing institutional arrangements for environmental protection in Latvia are restructured, and any resulting changes in the Mandate of the MEPRD, the various problems and deficiencies related specifically to the present organisation and management of the Ministry need to be addressed. 

It is felt that this would best be approached in a comprehensive and holistic manner through the development and implementation of an integrated management system that encompasses all of the key functions and critical activities of the Ministry. For this purpose, consideration should be given to adopting and applying the philosophy and principles embodied in ISO 9000 – the International Standard for Quality Systems.

This does not imply that the Ministry should seek certification to the Standard that, although theoretically possible, would not be necessary or appropriate for an organisation of this kind. However, ISO 9000 offers a convenient and robust framework within which to develop and implement such a management system. Essential steps required to develop and implement an integrated management system within the MEPRD include:

�Identification, definition and documentation of all functions and ‘critical activities’ performed by the Ministry, including operational interfaces with other ministries and institutions. The term ‘critical activities’ refers to any activity which has a significant influence or bearing on the ability of the Ministry to perform its Mandate in accordance with stated or given requirements.

Identification, definition and documentation of assigned responsibilities, authorities and relationships throughout the organisation, and the resources, qualifications and skills required to fulfil those responsibilities satisfactorily.

Preparation and application of formal written procedures, supported where necessary by detailed work instructions, for every function and critical activity of the Ministry, including procedures for:

issuing and controlling documentation and information (paper-based and electronic);

the keeping and maintenance of appropriate records;

verifying that the ‘stated or given requirements’ referred to above are being achieved.

Development and introduction of a programme of regular internal audits to ensure that the management system is being properly applied and is effective.

By developing and implementing an integrated management system based on the principles of ISO 9000, the Ministry would be committed to progressively considering and addressing the various problems and deficiencies which have been identified in a systematic, rather than piecemeal, manner. 

2.2	Ministerial responsibilities for Approximation

The Ministry of Environmental Protection and Regional Development (MEPRD) has overall responsibility for approximation of the environmental acquis (Figure 2.2 illustrates the organisational structure of this Ministry). Other ministries have responsibility for approximation and implementation of specific parts of the acquis. The Latvian Government’s ‘3rd National Programme for Integration into the EU’ sets clear divisions of responsibilities between the ministries for EU legislation included in the White Paper. Divisions of responsibilities for non-White Paper legislation are, in most cases, not clearly defined.

Several ministries are involved in the approximation process. These include:

Ministry of Environmental Protection and Regional Development (MEPRD)

Ministry of Transport (MoT)

Ministry of Welfare (MoW)

Ministry of Agriculture (MoA)

Ministry of Economy (MoE)

Ministry of Interior (MoI)

Ministry of Finance (MoF)



The closest level of co-operation occurs between MEPRD and the Ministries of Welfare, Transport and Agriculture (and their subordinate institutions) as it is these ministries that have principal responsibility for approximation of specific sectors or directives of the environmental acquis. Figure 2.3 illustrates the relationships between these organisations. Other ministries, namely the Ministries of Economy, Interior and Finance, are also involved in the approximation process (see Figure 2.4).

Ministry of Environmental Protection and Regional Development is directly responsible for approximation and implementation of the environmental acquis. In some sectors, responsibility is divided between the MEPRD and other ministries involved in approximation - issues connected to air pollution from mobile sources, water quality for human consumption, bathing water, risk management, chemicals and genetically modified organisms, noise from vehicles and machinery. In other sectors, the MEPRD has the main responsibility - horizontal, nuclear safety and radiation protection, air quality, and water quality, waste management, and nature protection.

Several of the MEPRD’s subordinate institutions are involved in implementation of the requirements set by the directives in the environmental acquis. These institutions are: the State Environmental Inspectorate, Regional Environmental Boards, State Marine Environmental Board, Latvian Environmental Data Centre, Environmental Consultation and Monitoring Centre, State Hydrometeorological Agency, State Ecological Expertise Board, State Geological Survey, State Environmental Protection Fund, State Reserves and Specially Protected Areas.

Ministry of Transport together with its subordinate institutions is responsible for the approximation of directives related to emissions from mobile sources and noise from vehicles and machinery. The Road Traffic Safety Board is responsible for implementation of the requirements relating to mobile sources. Directives related to the requirements of subsonic aeroplanes fall within the noise from motor vehicles and machinery sector. The Civil Aviation Administration is responsible for implementation of these directives.

Ministry of Welfare together with its subordinate institutions is partly responsible for approximation of the directives related to water quality (drinking, bathing, etc.). These organisations are also responsible for directives related to chemicals, genetically modified organisms, and noise from machinery and household appliances. These organisations are also involved in approximation of the requirements of directives in the nuclear and radiation protection sector. The following subordinate institutions of the Ministry of Welfare are also involved in the approximation process of the environmental acquis: the National Environmental Health Centre, Latvian Food Centre, State Labour Inspectorate, and State Sanitary Inspectorate.

Ministry of Agriculture is responsible for issues related to agriculture - seepage from agricultural sources, elaboration of a code for good agricultural practice and, indirectly, nature protection. The Ministry has several subordinate institutions: The National Board of Fisheries, Sanitary Border Inspectorate, State Station of Plant Protection, State Forest Service, State Forest and Hunting Inspectorate, and State Veterinary Service.

Ministry of Economy is responsible for energy issues. It’s subordinate institution, the Energy Supply Regulation Board, issues licences and permits for the supply, production and use of energy. The Latvian National Accreditation Board is responsible for the accreditation and certification of laboratories and other institutions that require certification to undertake their activities.

Ministry of Interior is responsible for internal safety. The Ministry is involved in the approximation of directives related to industrial pollution control and risk management, and civil safety. The State Fire Safety and Guarding Service is subordinate to the Ministry.

Ministry of Finance is responsible for taxation issues. The State Revenue Service and the Customs and Excise Product Board are involved in approximating those aspects of the environmental acquis related to fuel quality, storage licensing, production and transport.

2.3	Progress Towards Implementation of the Environmental Acquis

2.3.1	Legislative Analysis

Introductory Comments

The legislative gap assessment (detailed in Appendix C) compares the state of conformity of Latvian legislation with the requirements of the European Community “Environmental Acquis”.� Although the acquis, strictly speaking, refers only to EC legislation which has been adopted and is in force, the analysis includes proposed directives and amendments which are included in the Commission’s Guide to the Approximation of EC Environmental Legislation (henceforward the Guide).

The analysis limits the Latvian legislation in one way – by excluding acts and standards that were inherited from the Soviet Union. These are mostly incompatible with the philosophy and structure of the EC legislation, and in any case are due to be repealed wholesale as of 1 January 1999.

On the other hand, draft and proposed legal acts are included wherever possible (i.e. where the organisation and intent of the document is clear), and the assessment also takes into account developments during 1998.

The Ministry has launched a comprehensive approximation programme to produce draft legislation and regulations during the course of 1998 and 1999 intended to cover the entire spectrum of the environmental acquis. Phare and bilateral aid agencies are supporting the programme.

The Methodology Adopted

It was decided with the MEPRD to combine the legal and institutional gap assessment in one exercise, as the same groups and officials would need to be consulted and reviewed in each case.

An interdisciplinary project team comprising lawyers, scientists and economists worked together reviewing the EC and Latvian laws. Where the gap assessment involved the evaluation of draft Latvian texts, the responsible officials were consulted and reviewed the assessment.

The gap assessment adopts the structure of the EC legislation set out in the Guide. Brief summaries of the relevant directives for each sector are contained in Appendix B. The main findings of the legal and institutional gap assessments are contained in Appendix C and D. The detailed table format of Appendix C is based on the sample table contained in the annex to the Guide with some modifications to suit the requirements of the MEPRD.

Each table in Appendix C provides the following information:

full title of the directive and relevant modifications

transposition deadline according to the 3rd National Programme or MEPRD Action Plan

Latvian laws, regulations

responsible official, lead ministry, telephone and fax numbers, and other involved ministries

a detailed, paragraph by paragraph comparison of the directive’s obligations and relevant Latvian law

for each environmental acquis directive considered in the Sector Analysis in Chapter 3 an indicative rating of the level of conformity with Latvian law is provided. This is based on a scale of 0 to 4, as shown below. This rating system is summarised below under each of the sectors.

0�no relevant legislation, or almost no conformity between existing legislation in the same sector and the directive’s requirements (0 – 10%)��1�some conformity (11% - 35%)��2�moderate conformity, for example, conform framework legislation but lacking implementing regulations (36% - 65%)��3�greater conformity (66% - 89%)��4�full or almost full conformity (90%-100%)��

These numbers are purely indicative and make no claim towards the level of their precision. Nevertheless, for the purposes of this analysis they provide a convenient yardstick against which to measure the degree of conformity reached at this stage in the gap assessment process, and offer a quick chart to progress made in the coming years.

Provisional deadlines for transposition or compliance have been indicated (in Chapter 3 and Appendix D) where it is considered these may be relevant or useful to the MEPRD in deciding its own programme of approximation.

Where the comment ‘no relevant’ appears, this can mean one of two things:

the paragraph describes an action to be taken by a European institution, not by the Member States, or

the paragraph describes a voluntary alternative action which may be taken by a Member State but is not required.

2.3.2	Institutional Analysis

The work on institutions has reviewed the functions implied by the environmental directives in relation to the current functions of relevant institutions in Latvia, and drawn conclusions about the need for institutional changes to ensure successful implementation of the environmental acquis.

Specifically, a broad overview has been provided for the current structures of the relevant Latvian ministries and other institutions responsible for implementation of the environmental directives. The functions required under each directive have been examined in relation to the existing Latvian institutions. Those functions required under the directives which do not appear to be performed by Latvian institutions at this time, or are performed only partly, have been identified and a set of proposals made for assigning functions filling the identified ‘implementation gaps’.

These conclusions and proposals for filling the gaps constitute, of course, an initiative which needs to be taken up by the Ministries concerned, elaborated, and eventually expressed in the legal texts which they are developing to approximate the directives. It is expected that the ongoing sector projects and the following DISAE project will take up and explore these issues more deeply.

The analysis has focused on the adaptation of existing institutions rather than on the design of possible new ones. It does this for several reasons. First, because experience in the EU has shown that successful implementation does not depend on the existence of a centralised or federal system of government, strong or weak municipalities, or the existence or not of an Environmental Protection Agency. It may depend on the existence of a strong ministry with responsibility for environmental protection, and on a well-trained and funded staff. However, it is possible to implement the directives successfully with many different types of institutional structure.

Second, it is concluded that most requirements of the directives can be implemented within Latvia’s existing institutions. Given the size of the approximation challenge, it seemed more appropriate to build on existing strengths rather than face the major disruptions, costs and delays that inevitably arise when major new institutions are introduced.

The Government is apparently committed to introducing an Environmental Protection Agency (EPA) in 1999, which will radically change the system of environmental management in Latvia. As it is not yet clear what the precise responsibilities of the new EPA will be, it is appropriate that consideration should be given to this aspect in follow-up work whilst focusing at this stage on the definition of the necessary functions and their implementation within the existing system. The political discussion of the tasks to be assigned to the EPA, and the responsibilities to be transferred to it, should then build on this analysis.

2.3.3	Cost Analysis

The selection of directives for cost analysis was agreed with the Ministry, taking into account the directives listed in the terms of reference. In general, the selected directives are those which involve large investment costs. A total of 11 directives was selected in the following sectors: water quality, air quality, wastes management, industrial pollution control, and chemicals.

Much cost data has been collected in Latvia recently in the course of work to elaborate strategy plans, feasibility studies, action plans etc., especially in relation to infrastructure improvements in the water and waste sectors. Although not intended specifically to comply with the EU directives, most proposals for improvements in environmental infrastructure go a long way towards meeting the requirements of relevant directives. This ‘actual cost’ data has therefore been used as the basis for the analysis.

The approach has been to aggregate information available from specific projects to provide a basis for approximating total costs. For example, implementation of the Urban Wastewater Directive has significant implications for investments in sewerage and sewage treatment. From the work done by the Project 800+ indicative costs to improve the sewerage systems of towns with populations larger than 2000 can be identified. This work not only covers a large part of the total population, but its results can also be used to approximate costs for Latvian towns having similar characteristics.

It has not been possible at this stage to establish precisely whether the costs used in the compliance assessment specifically meet the requirements of a particular directive. Nevertheless, it is considered that, apart from instances where this is demonstrably not the case, estimates provide the right order of magnitude of the costs involved. 

There is, however, significant uncertainty about which costs do and which costs do not constitute compliance costs. It is clear, also, that not all the investment costs identified in the various reports are ‘relevant’ costs, in the sense that they relate specifically to meeting the requirements of a directive. For example, in relation to the Large Combustion Plant Directive, discussions with specialists in the energy sector have indicated that the most appropriate option for increasing the effectiveness and reducing emissions of some large combustion plants is to optimise fuel utilisation capacity. A pre-condition for these investments is the rehabilitation of the heating distribution network. It is not known whether the costs of doing this can be assigned to implementation of the Directive. 

A financial spreadsheet model has been prepared to perform the calculations needed for the cost analysis. This fully integrated model can be readily modified to make any changes to the assumptions adopted. Detailed spreadsheets have been prepared for each relevant Directive, and summary spreadsheets have been used to present results at different levels of aggregation (e.g. at sector level, for institutional responsibility). Graphical representations are also used to illustrate the results of the analyses.

Shown in the spreadsheets are investment expenditures, annualised capital costs, operating costs, total annualised costs and the present values of the time-stream of projected cash outlays. The discount rate used is 5%. A real rate of 5% is considered appropriate for basic infrastructure investments of the kind being considered. All values are in constant 1998 prices.

The total annualised cost (equal to the sum of annual operating costs plus annualised capital costs) is an indicator of the amount of funds which would need to be raised annually (in real terms) if operating expenditures and capital costs are to be recovered in full over the life of the investment. It therefore provides a useful starting point for establishing full cost recovery tariffs.

2.4	Technical Assistance Projects

A significant amount of work to facilitate progress towards approximation is also being undertaken through technical assistance projects encompassing the nine environmental sectors. An overview of existing and proposed projects is given below.

2.4.1	Air Sector

A Dutch-Latvian project on ‘Fuel Quality and Petrol Stations’ was undertaken during the period 1995 to 1997. The World Bank is providing grant support to a project entitled ‘Environmental Policy Development and Regulatory Capacity Building’ to be undertaken during 1997 and 1998.

Phare DISAE project MC-109 'Emissions from Mobile Sources' is currently underway.

2.4.2	Waste Sector

The ‘National Strategy for Management of Municipal Solid Waste in Latvia - Programme 500-’ was developed in 1997 by the MEPRD. The project included detailed analysis of the solid waste management situation, preparation of a strategy for solid waste management for 1998-2010, and preparation of pilot waste management projects. It was not required to make recommendations specifically related to implementation of the proposed Landfill Directive, the requirements of which go beyond the aspects covered in the Strategy.

Phare DISAE project LAT-107 - ‘Approximation of EU Directives on Hazardous Waste Management’ - includes a legislative gap assessment and the preparation of drafts of, or amendments to, legal acts for hazardous waste management.

2.4.3	Water Sector

The joint Latvian – Swedish project ‘Latvian Approach to the Forthcoming EU Water Resources Framework Directive’ was launched in 1997 and continues through 1998. Implementation of this Directive will require additional support from bilateral donors and the EU.

The joint Latvian – Danish project ‘Support to the MEPRD in the Water Sector’ commenced in early 1998 and is being undertaken by ‘Carl Bro Latvia’. The goal of the project is the partial transposition of some EU water directives by mid-1998 with full transposition of the main water sector directives by the end of 1999. Institutional capacity building and monitoring of the implementation of the directives are also important components of the project.

A joint Latvian – Danish project is being prepared to support Latvia in the preparation of a ‘Code of Good Agricultural Practice’ to commence in the second half of 1998. The project, being undertaken by the Danish EPA and the Danish Centre of Agricultural Consulting, will provide a starting point for the transposition of the EU Nitrates Directive.

A draft project proposal was put to the Danish EPA in April 1998 to support Latvia in transposing the EU Nitrates Directive by the end of  1999.

The Latvian - USA EPA joint project ‘Groundwater Protection Strategy for Latvia’ was completed in 1997 and is now being adopted by the MEPRD. A report entitled ‘Methods for the Evaluation of Groundwater Pollution’ has been elaborated and is to be submitted for adoption by Cabinet later this year.

The project ‘Support to the Municipalities to join the EU Blue Flag Campaign’ prepared by the MEPRD was successfully launched in 1997. The municipalities are being assisted in preparing pilot projects consistent with EU Bathing Waters Directive requirements for joining the Blue Flags campaign. The project began in 1998 and two pilot projects at Jurmala and Ventspils beaches are currently in progress.

2.4.4	Industrial Pollution Sector

The World Bank is providing grant support to a project entitled ‘Environmental Policy Development and Regulatory Capacity Building’ for this sector during 1997-1998.

The Danish EPA ‘Project to Assist Latvia in Approximation of European Union Laws Concerning Industrial Pollution Prevention and Control and Environmental Management of Industry’ commenced in March 1998 and is to be completed by the end of 1999.

A Phare DISAE Facility mini-project LAT-106 ‘Approximation of EU Legislation Concerning the Control of Major Accident Hazards Involving Dangerous Substances’ commenced in 1998.

The EMAS Regulation is being translated as a first step towards preparing equivalent Latvian legislation.

2.4.5	Nature Protection Sector

The CORINE Biotopes project for Latvia has created a standardised database on important Latvian sites. The National Biodiversity Country Study has been completed.

A project proposal entitled ‘Inventories of species and habitats, development of management plans and capacity building in relation to approximation of EU Birds and Habitat Directives’ has been submitted to the Danish EPA. It is anticipated that the project will start in September 1998. The project includes a legislative gap assessment and the preparation of drafts of, or amendments to, nature conservation legislation necessary to meet the requirements of the directives. 

A study entitled ‘Wetlands and lagoons in SW Riga Bay’ is being undertaken with assistance from the Swedish EPA. The project includes a ‘Management Plan for Wetlands of International Importance – Engure Lake Nature Park’, and a pilot project to prepare a description of the site for the purposes of its listing as a ‘NATURA 2000’ site.

An ‘Integrated Coastal Zone Management Plan for Poland and the Baltic States’ (Phare) is in progress. Part of this project involves the creation of a common database. This will serve as a planning tool for municipalities located in the coastal zone and will enable officials to be trained in the use of geographical information systems (GIS).

Several small-scale projects have been prepared and are being implemented for management of protected areas, research and monitoring of endangered species and habitats. Bilateral donors, the Latvian Fund for Environment and the State Budget are financing these projects.

The ‘National Biodiversity Strategy and Action Plan’ (GEF/UNDP) is currently in progress.

2.4.6	Chemical Sector

The Phare DISAE facility project MC-107 - ‘Development of Approximation Programmes for EU Legislation Concerning Good Laboratory Practice and Animal Experiments’ - is due to begin in the second half of 1998.

Phare DISAE project MC-106 'Genetically Modified Organisms' is currently underway.

Consideration is currently being given by Denmark, Sweden and Finland to implementing projects on the following issues:

implementation of classification, packaging and labelling requirements; and

establishing an information system related to chemical substances and chemical products.

A technical assistance project to approximate Latvian legislation to EU legislation is in progress.

2.4.7	Nuclear Sector

Latvia is seeking clarification from the CASSIOPEE Mission on co-operation on Radioactive Waste Management. The main activities in the short term are to be oriented towards strengthening of national authorities and assistance in finding a solution for spent HEU nuclear fuel. Further activities are to be oriented towards improvements of radiation protection in medicine and strengthening of quality control systems, namely calibration and testing of measurement equipment, radiation sources and protective equipment.

2.4.8	Noise Sector

The Phare DISAE facility is initiating project MC-108 - ‘Development of Approximation Programmes for EU Legislation Concerning Noise’ - later this year. This is to include a case study for Latvia.

A technical assistance project to approximate Latvian legislation to EU legislation is in progress.

2.4.9	Horizontal Sector

A Finnish-Latvian project - Development and Implementation of a New Law on Environmental Impact Assessment in Latvia - is in progress.

2.5	Wider Participation

2.5.1	Institutions

Latvia, like most of the accession partners, already has long-standing and technically qualified institutions to carry out most of the tasks laid down by the environmental acquis. This should simplify the challenge of approximation in Latvia because there is no obvious need for a drastic overhaul of the existing institutional system with the ensuing controversies, expense, and adjustment period. On the other hand, there is still a considerable need to strengthen existing institutions generally, and particularly in view of the new functions they will fulfil when Latvia accedes to the European Union. This comment does not imply that improvements in the existing institutional structure are not possible or desirable, as Section 2.1 has shown. The two most obvious needs for institutional change involve:

the need for new procedures of information and rapid consultation among the governmental bodies involved in the issues concerned with Community legislation; and

the need to designate an institution to be the European Commission’s interlocutor regarding the implementation of the directive. Member States may appoint other competent authorities to be involved in the implementation of the directive as well. This issue is explored in more detail in Chapter 5.

Regarding the first point, Latvia has already set up new institutions and procedures to deal with European integration issues (refer to Appendix E). Procedures still need to be established, however, to ensure full, orderly and rapid consultation and decision-making when the Government needs to take a position on an issue of EU law or policy.

Regarding the second point, the appropriate institutions already exist for most, if not all, areas of the environmental acquis. The function of ‘competent authority’ needs to be added to their existing functions. Government must determine which institution is best suited to fulfil this role for each directive, and which institutions or offices should be informed and involved in consultations and decision-making. Specific examples of the need for competent authorities are given in Section 5.3.1.

The third need for institutional change is partly substantive and partly procedural. It concerns the need to inform and consult with organisations and individuals outside government. For example, the environmental impact assessment (EIA) and access to information directives include specific requirements for information and consultation. Other directives and regulations imply such requirements, either in the preparation of action programmes for environmental clean-up, or the drawing up of safety plans, or emergency warning and response (Seveso Directive). Public information and consultation and the on-going discussion on the rights of non-governmental organisations (NGOs) and citizens to sue in the courts to enforce environmental laws are fundamentally new activities.

2.5.2	Municipal Government

There are many projects at municipal level, which will have significant environmental impact across all of the environmental sectors, which are at various stages of proposal, development, construction and implementation. Many of these projects are taking place in smaller municipalities (in terms of population), and may not have been specifically identified in the process as "approximation" projects. Nonetheless it is clear that implementation of these projects continually moves the municipalities (and thus Latvia) towards the goal of compliance with EU directives. Thus, while many municipal governments may not appear to have had any prima facie involvement in the approximation process to date, very often the involvement is clearly there. The implementation of the environmental acquis will require the municipalities' significant and wide-ranging involvement. A major portion of the total investment requirement is the responsibility of municipal government (refer to Section 4 and Appendix F). The tasks required of municipalities include:

the need to implement and operate technically sophisticated water, wastewater and waste management systems;

the need to establish and implement improved cost-recovery systems;

the need to set priorities for affordable and financially viable infrastructure investment programmes;

a requirement to prepare action plans and emergency plans (Seveso Directive); and the capacity to monitor and enforce new environmental legislation;

involvement in EIA procedures and organisation of public hearings.

In view of these issues, a review of municipal powers and responsibilities is considered essential.

�2.5.3	Private Sector

There are several areas in the private sector which have been involved in various aspects of the approximation process to date.

There has been recent and substantial participation by the Latvian asbestos industry, in conjunction with the Lithuanian asbestos industry, in the consultative process concerning the content and implementation of legislation in compliance with an EU directive concerning manufacture of asbestos. As a result of this process, a preliminary decision has been made for the sole asbestos manufacturer in Latvia to phase out production by 2001.

Industrial Pollution Control is another area with implications for private sector involvement. The State Stock Company Latvenergo currently provides energy in Latvia. Latvenergo is scheduled for privatisation within the next two to three years. Therefore, it is believed that the exposure by Latvenergo to the approximation process will translate into the private sector in the short to medium term.

It would however, be beneficial if provision were made for a more formal involvement of the private sector for the following reasons:

implementation of the environmental acquis imposes significant administrative and production costs on private industry;

a significant portion of the total investment requirement is the responsibility of the private sector (refer to Section 4 and Appendix F); and

the private sector offers important scope in both financing and operating municipal infrastructure projects.

2.5.4	Public and NGO Participation

Involvement of the public and special interest groups in the approximation process has been somewhat limited to date, but there are some exceptions namely:

(	The Latvian Packaging Association has been very active in drafting and implementation of legislation intended to comply with EU Directives. The status of this legislation is that a preliminary draft has been prepared.

(	The general public has been very actively involved, both through attendance at public meetings and via the media, whenever there have been proposals as to the location of landfills and other issues related to landfills.

(	The union of organisations of biological agriculture has been active in preparing legal acts in this field.

It should however be noted that Latvia is in fact already substantially in compliance with the EU's Horizontal Directives. Additionally, a draft law on Environmental Impact Assessment is currently before the Latvian Council of Ministers for consideration. The draft law, if adopted, will bring Latvia into full compliance with the EU directive on Environmental Impact Assessment.

Nonetheless, the public and special interest groups do need to be involved in the approximation process for the following reasons:

the accession process involves fundamental changes to Latvian society that will have significant implications for its population;

implementation of the environmental acquis will have cost implications for all members of society. These will be reflected in prices of goods and services, and will require the introduction of new charges and taxes. This raises the issue of affordability (see Section 4.4) and the need to allocate scarce national resources to social priorities.

Improved arrangements need to be made to provide for the formal involvement of the public sector and special interest groups in the approximation process.

�3	Sector Analysis

3.1	Introduction

This Chapter summarises the status of the legislative gap analysis and legal transposition, the institutional and functional needs, and the investment requirements, for each of the nine environmental sectors. The detailed sector analyses are contained in Appendices B-D (legal issues), Appendix E (institutional issues), and Appendix F (cost analysis).

The environmental acquis directives are listed for each sector, and a rating given to the current level of conformity of Latvian legislation with them. As described in Chapter 2, the rating ranges from 0 (no relevant legislation, or almost no conformity) to 4 (full, or almost full, conformity). A timeframe for full transposition or compliance with the directives is also provided. This relates to deadlines set by the project team where they may be relevant or useful to the MEPRD in deciding its own programme of approximation. The dates by which the MEPRD intends to implement the legislation are also given.

A summary of the findings of the institutional and functional needs for each sector is provided. The capacity of existing institutions to take on the responsibilities implied by the directives are considered; the needs for training in specific areas are raised; and, where appropriate, a potential role for new institutions is identified. Appendix E provides a directive by directive analysis of institutional needs.

The Chapter also provides a summary of the investment needs for the nine directives for which cost data was obtained and analysed. The information sources used to derive the cost estimates are indicated; the infrastructure/equipment needs are described; and the main assumptions used in the analysis are provided. Where appropriate, a sectoral summary of the results showing capital cost, operating cost, annualised total costs (annualised capital costs plus operating costs) and present value of the costs are summarised in tabular form. Pie charts and time charts are also used to illustrate the results of the analysis.

3.2	Horizontal

3.2.1	The Directives

Table 3.1 identifies the two horizontal environmental acquis directives.

3.2.2	Level of Approximation and Timeframe for Full Transposition

The level of conformity of Latvian legislation with the EU directives is good. The timeframe for full transposition is 1998.

�Table 3.1	Environmental Acquis Directives and Legislative Analysis





Directive Ref. and Date�



Title of Directive�

Level of Approximation�Timeframe

for Full Transposition��85/337/EEC of 27 June 1985�assessment of the effect of certain public and private projects on the environment (environmental impact assessment)�3 (a)�1998��90/313/EEC of 7 June 1990�freedom of access to information on the environment�3�1999��Note: New draft with Cabinet of Ministers for approval.



3.2.3	Institutional and Functional Needs

The existing institutions, in particular the Ecological Expertise Boards, are capable of taking on the responsibilities under the EIA Directive but will need extra staff and substantial training. The municipalities will acquire new responsibilities for evaluating EIAs for which they will require additional staff and training.

The Government has sufficient capacity to implement the Access to Information Directive. The preparation of a guide for the public and the participation of NGOs will be critical to enable them to take advantage of their rights under existing Latvian law and the Directive.

3.2.4	Investment Needs

This sector was not selected for cost analysis.

3.2.5	Implementation of Legislation

The horizontal legislation will be implemented in 1999.

3.2	Air Quality

3.2.1	The Directives

Table 3.2 identifies the environmental acquis directives in the air quality sector.

3.2.2	Level of Approximation and Timeframe for Full Transposition

Draft legal acts have been prepared to conform with three directives (ranked ‘2’ or ‘3’ under level of approximation), for which the timeframe for full transposition is 1998.

There is little or no conformity with the requirements of the EU directives with respect to other Latvian air quality legislation. The timeframes for full transposition of these directives are 2000 and 2002.

Table 3.2	Environmental Acquis Directives and Legislative Analysis

Directive Ref. and Date�Title of Directive�Level of Approximation�Timeframe for

Full Transposition��96/62/EC of 27 September 1996 �ambient air quality assessment and management �0�1999��80/779/EEC of 15 July 1980 �air quality limit values and guide value for sulphur dioxide and suspended particulates�0�1999��82/884/EEC of 3 December 1982�limit value for lead in the air�0�1999��85/203/EEC of 7 March 1985�air quality standards for nitrogen dioxide�0�1999��92/72/EEC of 21 September 1982�air pollution by ozone�0�1999��70/220/EEC of 20 March 1970�approximation of the laws of the Member States on measures to be taken against air pollution by emissions from motor vehicles�0�2000��72/306/EEC of 2 August 1972�approximation of the laws of the Member States relating to the measures to be taken against the emissions of pollutant from diesel engines for use in vehicles�0�2002��88/77/EEC of December 1987�approximation of the laws of the Member States relating to the measures to be taken against the emission of gaseous pollutants from diesel engines for use in vehicles�0�2002��92/55/EEC of 20 June 1992�amending Directive 77/143/EEC on approximation of the laws of the Member States relating to road worthiness tests for motor vehicles and their trailers (exhaust emission)�0�2002��94/63/EC of 20 December 1994�control of volatile organic compound (VOC) emissions resulting from the storage of petrol and its distribution from terminals to service stations �3�1998��85/210/EEC of 20 March 1985�approximation of the laws of the Member States concerning the lead content of petrol �3�1998��93/12/EEC of 23 March 1993�the sulphur content of certain liquid fuels�2�1998��COM (96) 1064 (COD) - “Auto-Oil”�proposal on the quality of petrol and diesel fuel�0�Full transposition will be determined after adoption of the directive��proposal�limitation of emissions of volatile organic compounds�0�-��

3.2.3	Institutional and Functional Needs

It is apparent that the existing institutions have some experience of the obligations incurred under the air quality and industrial permitting directives (monitoring, permitting, enforcement), but they will need training and (probably) additional staff to carry out the more detailed planning, BAT, and remediation requirements under the directives. A system currently in place to control motor vehicles will need to be extended to include air emissions and noise.



3.2.4	Investment Needs

The cost analysis (Appendix F) provides estimates the cost of complying with two air quality directives: Volatile Organic Compounds (VOCs) and Ambient Air Quality.

�Volatile Organic Compounds Directive

The VOCs Directive aims to reduce emissions of VOCs from evaporation losses at every stage in the process of storage and distribution of motor fuels. There are several technical options for reducing evaporation losses, including the installation of floating roofs in storage stations.

Information on recent investments in floating roofs by the Latvian ‘Man-Tess’ oil terminal is available. Unfortunately, the information includes significant items unrelated to vapour control which make its use inappropriate for the current cost assessment. Discussions with the company have failed to clarify this situation. 

A decision was therefore made to impute an order of magnitude figure for vapour recovery facilities of 23 M ECU (15 M LVL) based on estimates made for other compliance cost assessments. This will require more detailed analysis during the next stage. No value has been attributed to losses avoided through installing the recovery system. It is assumed that the investment of 23 M ECU (15 M LVL) is made in equal amounts in the 12 year period from 1999 to 2010.

Ambient Air Quality Directive

The Ambient Air Quality Directive requires Member States, inter alia, to implement a strategy for air quality to protect human health and the environment. The appropriate authorities must be established to implement the strategy.

Implementation of the Directive in Latvia requires the upgrading of monitoring equipment and procedures at four ambient air quality monitoring stations - Riga, Valmier, Ventspils and Daugapils. The Hydrometeorological Agency has estimated that these investments would cost some 1.5 M ECU (1 M LVL). The associated O&M costs are assumed in the cost analysis to be 4% of the investments costs. The timeframe for implementation of these investments is as set out in the PIP - during 1997-2000.

Summary

Table 3.3 summarises the results of the cost analysis for the air quality sector.

Table 3.3	Summary of Results for the Air Quality Sector (M ECU (M LVL))

Air Quality Sector�Capital �Cost�Operating �Cost�Annualised Cost�PV��Directive������VOCs�22.88 (15.00)�0.00 (0.00)�1.83 (1.20)�18.91 (12.40)��Ambient air quality�0.9 (0.59)�0.06 (0.04)�0.14 (0.09)�1.37 (0.90)��Total�23.78 (15.59)�0.06 (0.04)�1.97 (1.29)�20.28 (13.30)��

Figure 3.1 shows total investment expenditures in the air quality sector by directive. The detailed spreadsheet analysis for this sector is contained in Appendix F.

3.2.5	Implementation of Legislation

The proposed deadlines for legal implementation of most of the air sector legislation is 2002.

3.3	Wastes Management

3.3.1	The Directives

Table 3.4 identifies the environmental acquis directives in the waste management sector.

3.3.2	Level of Approximation and Timeframe for Full Transposition

There is some conformity between Latvian legislation and the EU directives for this sector as a whole. The timeframe for full transposition ranges between 1999 and 2002 for the different directives.

Table 3.4	Environmental Acquis Directives and Legislative Analysis

Directive Ref. and Date�Title of Directive�Level of Approximation�Timeframe for Full Transposition��78/176/EEC of 20 February 1978�waste from the titanium dioxide industry

�1�2000��82/883/EEC of 3 December 1982�procedures for the surveillance and monitoring of environments concerned by waste from the titanium dioxide industry�0�2000��92/112/EEC of 15 December 1992�procedures for harmonising the programmes for the reduction and eventual elimination of pollution caused by waste from the titanium dioxide industry�1�2000��89/429/EEC of 21 June 1989�reduction of air pollution from existing municipal waste incineration plants�1�No plans for transposition – the re are no existing municipal waste incineration plants��89/369/EEC of 8 June 1989�prevention of air pollution from new municipal waste incineration plants�0�2000��94/67/EC of 16 December 1994�incineration of hazardous waste�0�2000��Proposal of 5 March 1997 COM(97)105�landfilling of waste�1�Full transposition will be determined after adoption of the directive��75/439/EEC of 16 June 1975�disposal of waste oils�1�1999��75/442/EEC of 15 July 1975�waste�2�1999��76/403/EEC of 6 April 1976 replaced by 96/59/EEC of 6 April 1976 from 16.03.98�disposal of polychlorinated biphenyls and polychlorinated terphenyls�1�2000��91/689/EEC of 12 December 1991�hazardous waste�3�2000��86/278/EEC of 12 June 1986�protection of the environment, and in particular of the soil, when sewage sludge is used in agriculture�4�1997��91/157/EEC of 18 March 1997�batteries and accumulators containing certain dangerous substances�0�2000��94/62/EC of 20 December 1994�packaging and packaging waste�1�2000��

3.3.3	Institutional and Functional Needs

Several of the waste directives are not immediately applicable to Latvia (e.g. titanium oxide and municipal incinerators are examples). The existing institutional structure and capacity is generally capable of meeting the requirements of the directives, but will have some fundamentally new tasks to perform. These include the control of PCB/PCTs; waste oils, batteries and accumulators; packaging waste; a system of management and monitoring of waste streams, recovery and recycling; and permitting; management and control of new landfill operations and the safe closure of old landfill operations. 

The control of the impacts of waste under these directives will need to be integrated into the systems for the protection of air, water and soil, in particular through the permitting of industrial facilities under the IPPC Directive and the national system.

3.3.4	Investment Needs

The cost analysis (Appendix F) assesses the costs of compliance with the (proposed) Landfill Directive and the hazardous waste directives.

Proposed Landfill Directive

The objectives of the (proposed) Directive are to remove market distortions between Member States by introducing appropriate pricing structures, and establishing a common approach to the operation, management, and long term aftercare of sanitary landfills.

The investment costs required to implement the (proposed) Directive have been derived from the Municipal Solid Waste Management Strategy report and other sources.�  There are various technical options that could be adopted to meet the requirements of the Directive. The assumptions adopted in the present analysis are contained in Appendix F and need careful review during the next stage of project development. Note that the amount of 23 M ECU (15 M LVL) for incineration plant is a provisional estimate only and may be low. On the basis of these assumptions, indicative costs for complying with the (proposed) Landfill Directive are summarised in Table 3.5.

�Table 3.5	Estimated Investment Costs of Compliance with the (Proposed) Landfill Directive

Facility �Investment Cost (M ECU (M LVL))��Existing landfill projects�21 (14)��Construction of 10 new landfills�88 (58)��Closure of existing landfills�18 (12)��Construction of municipal waste incinerator �23 (15)��Municipal waste recycling facilities�2 (1)��Composting facilities�5 (3)��Total�157 (103)��Source: Solid Waste Management Strategy, the Report by European Commission (footnote 3), and assessments made by the project team.

A spreadsheet setting out the projected investment and operating costs of complying with the Directive is contained in Appendix F.

Hazardous Waste Directive

The main aim of the Hazardous Waste Directive is to formulate a common definition of hazardous waste and to introduce greater harmonisation into the management of this waste. Implementation of the National Hazardous Waste Management Strategy (NHWMS) requires a total investment of 81 M ECU (53 M LVL), but the activities within this Strategy extend beyond those required by the Directive - which essentially requires the establishment and operation of a Hazardous Waste Implementation Unit (HWIU). The NHWMS does, however, incorporate the needs of other directives relating to hazardous wastes. The full amount of 81 M ECU (53 M LVL) has therefore been used as the cost of compliance.

The cost of establishing the HWIU is estimated by the MEPRD to be 8 M ECU (5 M LVL). Of the balance of 73 M ECU (48 M LVL), it has been assumed that 61 M ECU (40 M LVL) is attributable to a hazardous waste incinerator and 12 M ECU (8 M LVL) to a hazardous waste landfill site. These assumptions will need to be reviewed in the follow-up stage of the approximation exercise. Operating costs are taken to be 10% of investment costs 28 M ECU (5.3 M LVL) per annum.

�Summary

Table 3.6 summarises the results of the cost analysis for the wastes management sector.

Table 3.6	Summary of Results for the Wastes Management Sector (M ECU(M LVL))

Wastes Management Sector�Capital �Cost�Operating �Cost�Annualised Cost�PV��Directive������Landfill�157.08 (103.00)�15.71 (10.30)�34.69 (22.75)�186.71 (122.43)��Hazardous waste�80.83 (53.00)�8.08 (5.30)�14.56 (9.55)�114.48 (75.07)��Total�237.91 (156.00)�23.79 (15.60)�44.25 (32.31)�301.19 (197.50)��

A chart showing total investment expenditures in the waste management sector is contained in Figure 3.2. The detailed spreadsheet analysis for the sector is contained in Appendix F.

3.3.5	Implementation of Legislation

Implementation of the legislation is planned as follows:

1999 – 75/439/EEC and 75/442/EEC

2000 - 78/176/EEC, 89/369/EEC, 94/67/EC, 82/883/EEC, 76/403/EEC, 91/689/EEC, 91/157/EEC and 94/62/EEC

Full implementation of legislation in compliance with the Waste Framework Directive is expected in 2000.

3.4	Water Quality

3.4.1	The Directives

Table 3.7 identifies the environmental acquis directives in the water quality sector.

3.4.2	Level of Approximation and Timeframe for Full Transposition

Overall, there is currently little conformity with the requirements of the EU directives. There is moderate conformity between Latvian legislation and the Urban Wastewater Treatment Directive. 

The timeframe for full transposition ranges from 1998 to 2002.

Table 3.7	Environmental Acquis Directives and Legislative Analysis

Directive Ref. and Date�Title of Directive�Level of Approximation�Timeframe for Full Transposition��COM (97) 49�Final Proposal for a Framework Water Management Directive�0�Full transposition will be determined after adoption of the directive��91/271/EEC of 21 May 1991�Urban waste water treatment�2�2000��91/676/EEC of 12 December 1991�Protection of waters against pollution caused by nitrates from agricultural sources�0�2001��76/464/EEC of 4 May 1976�Pollution caused by certain dangerous substances discharged into the aquatic environment of the Community�1�2000��82/176/EEC of 22 March 1982�Limit values and quality objectives for mercury discharges by the chlor-alkali electrolysis industry�0�2000��83/513/EEC of 26 September 1983�Limit values and quality objectives for cadmium discharges�0�2000��84/156/EEC of 8 March 1984�Limit values and quality objectives for mercury discharges by sectors other than the chlor-alkali electrolysis industry�0�2000��84/491/EEC of 9 October 1984�Limit values and quality objectives for discharges of hexachlorocyclohexane�0�2000��86/280/EEC of 12 June 1986�Limit values and quality objectives for discharges of hexachlorocyclohexane�0�2000��76/160/EEC of 8 December 1975�Quality of bathing water�1�1998��80/778/EEC of 15 July 1980�Quality of water intended for human consumption�1�To be specified��75/440/EEC of 16 June 1975�Quality required of surface water intended for the abstraction of drinking water in the Member States�1�To be specified��79/869/EEC of 9 October 1979�Methods of measurement and frequencies of sampling and analysis of surface water intended for the abstraction of drinking water in the Member States�0�1998��80/68/EEC of 17 December 1979�Protection of groundwater against pollution caused by certain dangerous substances�0�2000��78/659/EEC of 18 July 1978�Quality of fresh waters needing protection or improvement in order to support fish life�1�1998��79/923/EEC of 30 October 1979�Quality required of shellfish waters

�0�No need for transposition��

3.4.3	Institutional and Functional Needs

The river basin management institutions required under the Water Quality Framework Directive will be new to the Latvian system and will probably require staff in addition to scientific staff transferred from existing institutions. In particular, it will be necessary for municipal organisations (municipalities, municipal enterprises) to develop the capacity and expertise needed to implement and manage cost recovery schemes, water use permit fees, pollution charges, and investments related to sewerage, wastewater treatment and drinking water.

The several institutions currently responsible for monitoring will - at a minimum - need to be integrated into a single information and reporting system. The monitoring system should also include control of pollution reduction plans and activities, and compliance with discharge permits. Installations discharging to water currently operate under a self-monitoring regime, but the system of standards, monitoring and fees will need to be changed fundamentally to comply with the directives.

Municipalities will face the crucial issues of whether to retain control of wastewater treatment and drinking water supply facilities or to seek the involvement of the private sector, and how to raise the capital needed to finance the necessary investments. Issues of the affordability and sustainability ��of investments required under EU legislation are fundamental to the future decision making process, and are addressed further in Chapter 4. 

The designation of sensitive zones and bathing areas for nitrate pollution will require a fundamentally different and more extensive kind of management planning than has been practised in the past.

3.4.4	Investment Needs

The cost analysis (Appendix F) contains the cost assessment for complying with the Urban Wastewater Treatment Directive, the Drinking Water Directive and the Nitrates Directive.

Urban Wastewater Treatment Directive

The Urban Wastewater Treatment Directive regulates the collection, treatment and discharge of urban wastewater and the treatment and discharge of wastewater from certain industrial sectors. The Directive sets deadlines for the provision of collection systems and the provision of secondary or equivalent treatment according to population equivalent of agglomerations and the type of water into which the wastewaters are discharged.

Investment cost estimates have been derived for three population sizes - small towns, medium towns, and large cities - and subsequently summed to provide a total investment cost estimate for Latvia. Refer to Appendix F for a full description of the methodology adopted. 

The cost estimates for small and medium towns are based on the investment costs for six wastewater and sewerage treatment projects covered by the 800+ programme. The costs of compliance estimated for large cities are based on one large-scale project for which investment cost data is available, ‘Daugaugriva’ in Riga.

The cost analysis assumes that the total investment will be implemented in equal amounts over the 12-year period 1999-2010. The total investment cost for implementation of the Directive is assessed to be 256 M ECU (168 M LVL). Spreadsheet 2.1 in Appendix F contains the detailed analysis.

Drinking Water Directive

The Drinking Water Directive sets standards for the quality of water intended for human consumption. Low drinking water quality in the centralised water supply systems is a serious problem in Latvia. The main problems include a high iron content and iron separation equipment which is either inadequate or non existent. 

Investment cost estimates have been calculated separately for large cities and for the remaining populations of Latvia and subsequently summed to derive a total investment cost estimate for Latvia. The investment requirement over the 12-year period 1999-2010 is assessed to be 256.7 M ECU (168.3 M LVL.

�The O&M costs of the water supply stations have been derived from current experience in Latvia in operating these plants. Even though a lower bound estimate of costs has been applied, the resulting O&M cost of 104 M ECU (68 M LVL) per annum is equivalent to 32% of total investment requirements. This is very high, the validity of which needs to be confirmed in the follow-up approximation project. If this cost is confirmed to be of the correct order of magnitude, then it raises questions about the affordability of this element of the Directive to Latvian society in the timeframe for implementation.

Nitrates Directive

The Nitrates Directive requires Member States, inter alia, to identify waters actually or potentially affected by pollution from nitrates, to designate as Vulnerable Zones the land into which these waters drain, and to design and implement action programmes relating to these zones, or parts thereof.

The Department of Environment Management at the Agricultural University of Latvia has provided information on the equipment needed to comply with this Directive and its estimated costs. Total investment costs are estimated at just over 230 M ECU (151 M LVL). Most of these costs will fall upon the private sector. The cost analysis assumes that investments will be implemented in equal amounts over the 11 year period 2000-2010. Note that possible cost savings to farmers through better use of fertilisers have the potential to offset some -–at least – of these additional costs. This aspect is to be examined further as part of the next phase of the project.

Summary

Table 3.8 summarises the results of the cost analysis for the water quality sector.

Table 3.8	Summary of Results for the Water Quality Sector M ECU (M LVL)

Water Quality Sector�Capital �Cost�Operating �Cost�Annualised Cost�PV��Directive������Urban waste water treatment�256.66 (168.30)�10.26 (6.73)�32.07 (21.03)�226.89 (148.78)��Drinking water�322.54 (211.50)�104.52 (68.54)�124.30 (81.51)�618.24 (405.40)��Nitrates�230.46 (151.12)�0.03 (0.02)�26.03 (17.07)�165.84 (108.75)��Total�804.66 (530.92)�114.81 (75.29)�182.40 (119.61)�1010.97 (662.93)��

A chart showing total investment expenditures in the water quality sector by directive is contained in Figure 3.3.

3.4.5	Implementation of Legislation

Implementation deadlines for the remaining water sector legislation are 2001.

3.5	Nature

3.5.1	The Directives

Table 3.9 identifies the three environmental acquis directives in the nature sector.

3.5.2	Level of Approximation and Timeframe for Full Transposition

There is good conformity of Latvian legislation with the Habitats and Wild Birds Directives. The timeframe for full transposition of these directives is 1999. There is currently no relevant Latvian legislation relating to the Seal Pups Directive.

Table 3.9	Environmental Acquis Directives and Legislative Analysis

Directive Ref. and Date�Title of Directive�Level of Approximation�Timeframe for Full Transposition��92/43/EEC of 21.5.92�Conservation of natural habitats and of wild fauna and flora�3�1999��79/409/EEC of 2 April 1979�Conservation of wild birds�3�1999��83/129/EEC of 28 March 1983�importation into Member States of skins of certain seal pups and products derived therefrom�0�1999��

3.5.3	Institutional and Functional Needs

Implementation of the Seal Pups Directive will require the establishment of inspection and enforcement procedures to prevent the unlawful import of banned products and to establish co-ordination and consultation procedures between the relevant ministries and institutions.



3.5.4	Investment Needs

This sector was not chosen for cost analysis.

3.5.5	Implementation of Legislation

Implementation of legislation is proposed for 1999.



3.6	Industrial Pollution Control and Risk Management

3.6.1	The Directives

Table 3.10 identifies the environmental acquis directives in the industrial pollution control and risk management sector.

3.6.2	Level of Approximation and Timeframe for Full Transposition

There is moderate conformity between Latvian legislation and the EU directives. The timeframe for full transposition ranges between 1999 and 2002.

Table 3.10	Environmental Acquis Directives and Legislative Analysis

Directive Ref. and Date�Title of Directive�Level of Approximation�Timeframe for Full Transposition��84/360/EEC of 28 June 1984�combating of air pollution from industrial plants�2�1999��88/609/EEC of 8 June 1988�limitation of emissions of certain pollutants into the air from large combustion plants�3�1999��96/61/EC of 24 September 1996�integrated pollution prevention and control�1�1999��96/82/EC of 9 December 1996�control of major-accident hazards involving dangerous substances�1�1999��Proposal submitted on 18 February 1997�limitation of emissions of volatile organic compounds due to the use of organic solvents in certain industrial activities�0�Full transposition will be determined after adoption of the directive��

3.6.3	Institutional and Functional Needs

The main issues of institutional reform in this sector concern implementation of the IPPC and the Seveso Directives. The IPPC Directive implies a fundamentally new approach to industrial permitting. This will require a reorganisation of institutions involved in permitting procedures and will create a significant demand for retraining, including training in the application of procedures for BAT. The Seveso Directive places the main burden on industry, but Government will need to be in a position to advise industry about its obligations and assist it in acquiring the knowledge needed to prepare and implement safety and emergency response plans.

The Large Combustion Plants Directive is unique in setting mandatory targets for emission reductions; it implements the Geneva Convention on Long-Range Transboundary Air Pollution to which Latvia is a party. As with other pollution reduction plans (such as those for the air and water directives), the planning required to meet the targets constitutes a new type of obligation, but not one that requires a major transformation of the existing institutional structures.

3.6.4	Investment Needs

The cost analysis assesses the costs of complying with the Large Combustion Plant Directive and the Seveso Directive.

The Large Combustion Plant Directive

The LCP Directive applies to combustion plants used for the production of energy having a thermal output of 50 Megawatts (MW) and more. The goal is to achieve a 58% reduction in SO2 emissions in the EU as a whole by 2003 and a somewhat lower reduction in NOx emissions.

The development programme of the State Stock Company Latvenergo envisages the reconstruction of three of its district heating plants at a total investment cost of 314 M ECU (206 M LVL). This will have the effect of complying with the Directive.

Discussions with specialists in the energy sector suggest that the most appropriate option for increasing the effectiveness and reducing emissions from other relevant large combustion plants is to optimise their fuel utilisation capacity. This requires the installation of new capacity boilers that adjust their operations according to fuel input. The total investment costs of these modifications are estimated to be 246 M ECU (161 M LVL). A pre-condition of these investments is the rehabilitation of the heating distribution network. These have been excluded from the analysis, although it is not known whether the costs associated with this could be assigned to implementation of the Directive. This issue needs to be addressed further in the follow-up approximation project.

The investment cost of 246 M ECU (161 MLVK) assumes that all costs incurred in boiler optimisation are attributable to meeting environmental objectives. More detailed analysis may reveal that part of this amount can be attributed to improvements in the energy system.

The total investment requirements of complying with the Directive are estimated to be 560 M ECU (367 M LVL). It is assumed that Latvenergo reconstruction costs are incurred in equal amounts over the 12 year period 1999 to 2010 and that boiler optimisation is implemented progressively over the ten year period 2001 to 2010. Operating costs are taken to be zero (refer to Appendix F for more discussion on this).

The Seveso Directive

The Seveso Directive sets up a procedure for co-operation between industrial plant operators, local and national authorities, and the EC in identifying and controlling the risks of major accidents from industrial installations.

Experts working on project LAT-106 ‘Approximation of EU Legislation Concerning the Control of Major Accident Hazards’ have advised that implementation of the Directive requires training of staff in institutions currently involved in the control of major accident hazards, and expenditures on equipment to update databases and publications to disseminate information. There are no major investment costs associated with implementation of the Directive.

The total estimated costs of compliance with the Directive are some 219,600 ECU (144,000 LVL). It is assumed that these will be incurred in equal amounts over the period 1999 to 2003. Further details are contained in Appendix F.

Summary

Table 3.11 summarises the cost analysis for the industrial pollution control and risk management sector.

Table 3.11	Summary of Results for the Industrial Pollution Control and Risk Management Sector M ECU (M LVL)

Industrial Pollution Control and Risk Management Sector�Capital �Cost�Operating �Cost�Annualised Cost�PV��Directive������Large combustion plant�559.68 (367.00)�0.00 (0.00)�44.91 (29.45)�403.99 (264.91)��Seveso�0.00 (0.00)�0.21 (0.14)�0.05 (0.03)�0.183 (0.12)��Total�853.51 (367.00)�0.21 (0.14)�44.96 (29.48)�404.17 (265.04)��

3.6.5	Implementation of Legislation

Legislation required to comply with the Seveso Directive is to be implemented in 2002 and the remaining legislation in 2005.

3.7	Chemical and Genetically Modified Organisms

3.7.1	The Directives

Table 3.12 identifies the 11 environmental acquis directives in the chemicals and GMOs sector.

3.7.2	Level of Approximation and Timeframe for Full Transposition

The level of conformity of Latvian legislation is either good or moderate for four of the directives. There is almost no conformity with respect to the other directives. The timeframe for full transposition of the Directives varies between 1999 and 2002.

Table 3.12	Environmental Acquis Directives and Legislative Analysis

Directive Ref. and Date�Title of Directive�Level of Approximation�Timeframe for Full Transposition��86/609/EEC of 27 June 1967�approximation of laws, regulations and administrative provisions of the Member States regarding the protection of animals used for experimental and other scientific purposes�0�2002��87/18/EEC of 18 December 1986�harmonisation of laws, regulations and administrative provisions relating to the application of the principles of good laboratory practice�2�1999��88/320/EEC of 9 June 1988�inspection and verification of Good Laboratory Practice (GLP)�0�1999��90/219/EEC of 23 April 1990�contained use of genetically modified micro-organisms�0�2000��87/217/EEC of 19 March 1987�prevention and reduction of environmental pollution by asbestos�0�2000��67/548/EEC of 27 June 1967�approximation of laws, regulations and administrative provisions relating to the classification, packaging and labelling of dangerous substances�3�1999��88/379/EEC of 7 June 1988�approximation of the laws, regulations and administrative provisions of the Member States relating to the classification, packaging and labelling of dangerous preparations�3�1999��76/769/EEC of 27 July 1976�approximation of the laws, regulations and administrative provisions of the Member States relating to restrictions on the marketing and use of certain dangerous substances and preparations�3�1999��90/220/EEC of 23 April 1990�deliberate release into the environment of genetically modified organisms�0�2000��73/404/EEC of 22 November 1973�approximation of the laws of the Member States relating to detergents�0�2002��94/55/EC�transport of dangerous goods by road�n.a.�n.a.��Note: n.a. – not available



3.7.3	Institutional and Functional Needs

These directives involve new responsibilities in areas which are currently divided among several ministries and institutions. The MEPRD is to be responsible for environmental issues and the Ministry of Welfare for health issues. As the responsibilities are wholly new there will be a need for additional staff, training, and technical support for risk assessment.

3.7.4	Investment Needs

The sector was not chosen for cost analysis.

3.7.5	Implementation of Legislation 

The deadlines for implementation of the legislation are:

2000 – 88/379/EEC, 76/769/EEC, 67/548/EEC, 87/18/EEC, 90/219/EEC, 87/217/EEC and 90/220/EEC

2002 – 73/405/EEC and 86/609/EEC

3.8	Noise Emissions

3.8.1	The Directives

Table 3.13 identifies environmental acquis directives in the noise sector.

3.8.2	Level of Approximation and Timeframe for Full Transposition

There is moderate conformity of Latvian legislation with three of the EU directives. There is either no relevant legislation or almost no conformity with the others. In most cases, the timeframe for full transposition is 2002.

Table 3.13	Environmental Acquis Directives and Legislative Analysis

Directive Ref. and Date�Title of Directive�Level of Approximation�Timeframe for Full Transposition ��70/157/EEC of 6 February 1970�approximation of the laws of the Member States relating to the permissible sound level and the exhaust system of motor vehicles�0�2002��78/1015/EEC of 23 November 1978�approximation of the laws of the Member States on the permissible sound level and exhaust system of motorcycles�0�2002��79/113/EEC of 19 December 1978�approximation of the laws of Member States relating to the determination of the noise emission of construction plant and equipment�0�1999��80/51/EEC of 20 December 1979�limitation of noise emissions from subsonic aircraft�2�1997-2002��89/629/EEC of 4 December 1989�limitation of noise emission from civil subsonic jet aeroplanes�2�1997-2002��84/532�limitation of noise emission from construction plant and equipment�n.a.�1999��92/14/EEC of 2 March 1992�limitation of the operation of aeroplanes covered by Part II, Chapter 2, Volume I of Annex 16 to the Convention on International Civil Aviation, second edition (1988)�2�2002��84/533/EEC of 17 September 1984�approximation of the laws of the Member States relating to the permissible sound power level of compressors�0�2002��84/534/EEC of 17 September 1984�approximation of the laws of the Member States relating to the permissible sound power level of tower cranes�0�2002��84/535/EEC of 17 September 1984�approximation of the laws of the Member States relating to the permissible sound power level of welding generators�0�2002��84/536/EEC of 17 September 1984�approximation of the laws of the Member States relating to the permissible sound power level of power generators�0�2002��84/537/EEC of 17 September 1984�approximation of the laws of the Member States relating to the permissible sound power level of powered hand-held concrete-breakers and picks�0�2002��84/538/EEC of 17 September 1984�approximation of the laws of the Member States relating to the permissible sound power level of lawnmowers�0�2002��86/662/EEC of 22 December 1986�limitation of noise emitted by hydraulic excavators, rope-operated excavators, dozers, loaders and excavator-loaders�0�2002��86/594/EEC of 1 December 1986�airborne noise emitted by household appliances�0�2002��Note: n.a. – not available



3.8.3	Institutional Needs

The appropriate institutions exist but it will be necessary to modify their tasks and activities. Noise emission standards will have to be adopted. Procedures for enforcement will need to be defined.

3.8.4	Investment Needs

This sector was not chosen for cost analysis.

3.8.5	Implementation of Legislation

The deadlines for implementation of the legislation are:

2000 - 70/157/EEC, 78/1015/EEC and 79/113/EEC;

2002 - 85/51/EEC, 89/629/EEC, 92/14/EEC, 86/594/EEC, 84/533/EEC, 84/534/EEC, 84/535/EEC, 84/536/EEC, 84/537/EEC, 84/538/EEC and 89/662/EEC.

3.9	Nuclear Safety and Radiation Protection

3.9.1	The Directives

Table 3.14 identifies environmental acquis directives in the nuclear safety and radiation protection sector.

3.9.2	Level of Approximation and Timeframe for Full Transposition

There is generally full or almost full conformity with the EU legislation. The latest timeframe for full transposition of the legislation is 2000.

Table 3.14	Environmental Acquis Directives and Legislative Analysis

Directive Ref. and Date�Title of Directive�Level of Approximation�Timframe for Full Transposition��80/836/EURATOM of 15 July 1980

�protection of the general public and workers against the dangers of ionising radiation�4�1999��84/466/EURATOM�radiation protection of patients�3�2000��87/600/EURATOM�early exchange of information in case of a radiological emergency�3�1998��89/618/EURATOM�information of the public�3�1998��90/641/EURATOM�radiation protection of outside workers�2�1999��92/3/EURATOM of 3 Feb 1992 supplemented by 93/552/EURATOM�supervision and control of shipments of radioactive waste between Member States and into and out of the Community�1�1998��96/29/EURATOM�Basic Safety Standards�4�1999��

3.9.3	Institutional Needs

The possibility of setting up a new institution to unite responsibilities for radiation protection has been discussed but budgetary concerns have hindered a decision to date. The new institution would bring together offices from the MEPRD and the Ministry of Welfare and be subordinate to one or other of these ministries. Additional staff would be needed because nuclear safety authorities are faced with high demands for specialised technical support and scarce financial and human resources.

3.9.4	Investment Needs

This sector was not chosen for cost analysis.

3.9.5	Implementation of Legislation

Implementation of legislation relating to directives 87/600/EURATOM, 89/618/EURATOM and 92/3/EURATOM is planned for 1998. Implementation of the other legislation is planned for 1999.

�4	Summary of Cost Analysis

4.1	Summary of Financial Requirements

This section summarises the cost information contained in the sector analyses presented above. Table 4.1 shows investment costs rounded to the nearest M ECU (M LVL), operating costs, annualised costs (these consist of investment costs amortised over the relevant asset lives at the 5% real discount rate plus operating costs) and present values. All values are in constant 1998 prices. Figure 4.1 illustrates total investment costs by sector.

Table 4.1	Summary of Cost Analysis by Sector (M ECU, M LVL)

�Capital �Cost�Operating �Cost�Annualised Cost�PV��Sector/Directive�������Water Quality Sector������Urban Wastewater Treatment�110.36 (168.30)�10.26 (6.73)�32.07 (21.03)�226.88 (148.78)��Drinking Water�322.54 (211.50)�104.52 (68.54)�124.30 (81.51)�618.24 (405.40)��Nitrates�230.46 (151.12)�0.03 (0.02)�26.03 (17.07)�165.84 (108.75)��Total�809.65 (530.92)�114.82 (75.29)�182.41 (119.61)�1010.97 (662.93)���Air Quality Sector������VOCs�22.88 (15.00)�0.00 (0.00)�1.83 (1.20)�18.91 (12.40)��Ambient Air Quality�0.90 (0.59)�0.06 (0.04)�0.14 (0.09)�1.37 (0.90)��Total�23.77 (15.59)�0.06 (0.04)�1.97 (1.29)�20.28 (13.30)���Wastes Management Sector������(Proposed) Landfill�157.08 (103.00)�15.71 (10.30)�34.69 (22.75)�186.71 (122.43)��Hazardous Waste�80.83 (53.00)�8.08 (5.30)�14.56 (9.55)�114.48 (75.07)��Total�237.90 (156.00)�23.80 (15.60)�49.27 (32.31)�301.19 (197.50)���Ind Pollution Control Sector������Large Combustion Plants�559.68 (367.00)�0.00 (0.00)�44.91 (29.45)�403.99 (264.91)��Seveso�0.00 (0.00)�0.21 (0.14)�0.05 (0.03)�0.183 (0.12)��Total�559.68 (367.00)�0.21 (0.14)�44.96 (29.48)�404.19 (265.04)���Grand Total��1631.75 (1,070)��138.93 (91.1)��278.62 (182.70)��1,735.45 (1,138)��

Table 4.2 is a summary of the investment cost analysis by functional responsibility: central government, municipal government and the private sector. These results are also illustrated in Figure 4.2.

Table 4.2	Summary of Cost Analysis by Functional Responsibility (M LVL)

�Capital �Cost�Operating �Cost�Annualised Cost�PV��Responsibility/Directive�������Central government������Hazardous waste�80.83 (53.00)�8.08 (5.30)�14.56 (9.55)�114.48 (75.07)��Ambient air quality�0.90 (0.59)�0.06 (0.04)�0.14 (0.09)�1.37 (0.90)��Nitrates�0.18 (0.12)�0.03 (0.02)�0.06 (0.03)�0.24 (0.16)��Seveso�0.00 (0.00)�0.21 (0.14)�0.06 (0.03)�0.18 (0.12)��Total�81.91 (53.71)�8.39 (5.50)�14.79 (9.70)�116.28 (76.25)���Municipal government������Urban waste water treatment�256.66 (168.30)�10.26 (6.73)�32.07 (21.03)�226.89 (148.78)��Drinking water�322.54 (211.50)�104.52 (68.54)�124.30 (81.51)�618.24 (405.40)��Landfill�157.08 (103.00)�15.71 (10.30)�34.69 (22.75)�186.71 (122.43)��Total�736.27 (482.80)�130.51 (85.58)�191.08 (125.30)�1031.83 (676.61)���Private sector������Large combustion plant�559.68 (367.00)�0.00 (0.00)�94.91 (29.45)�403.99 (264.91)��VOCs�22.88 (15.00)�0.00 (0.00)�1.83 (1.20)�18.91 (12.40)��Nitrates�230.28 (151.00)�0.00 (0.00)�25.99 (17.04)�165.60 (108.59)��Total�812.83 (533.00)�0.00 (0.00)�72.72 (47.69)�588.51 (385.91)���Grand Total��1,631.75  (1,070)��138.93 (91.1)��278.62 (182.7)��1735.45 (1,138)��

The analysis indicates a total investment requirement of 1632.75 M ECU (1,070 M LVL) over the twelve-year period to 2010. Annual operating costs amount to 139 M ECU (91 M LVL), although the reliability of this figure – of which 104.5 M ECU (68.5 M LVL) is attributable to the Drinking Water Directive – is considered uncertain and in need of urgent review. The investments are allocated in the proportions 50% to the private sector (including energy), 45% to municipal government and 5% to central government. The total annualised cost of 279 M ECU (183 M LVL) after full programme implementation comprises operating costs plus annualised capital costs. These have been calculated by amortising individual investments over their respective lives at a (real) discount rate of 5%.

4.2	The Scale of the Investment Programme

Spreadsheet 4.1 illustrates the scale of the investment programme. The Spreadsheet shows two GDP growth forecasts developed to the year 2010 by the Ministry of Economy. Variant 1 assumes the economy will grow according to the development tendencies shown in recent years, whilst Variant 2 is based on a more optimistic development scenario.

Annual cash outlays (capital plus operating expenditures) as a percentage of forecast GDP (Variant 1) are shown to rise from 1.7% of GDP in 1999 to a peak of 3% of GDP in 2003-2004. Thereafter, cash outlays decline to some 2.7% of GDP through to 2010. In relation to Variant 2, cash outlays peak at 2.6% of GDP in 2004.

The Spreadsheet also shows annualised costs (capital recovery plus operating) as a percentage of GDP. Annualised costs rise from 0.1% of GDP in 1999 to 2.9% in 2010 (Variant 1) and from 0.1% of GDP in 1999 to 2.4% in 2010 (Variant 2). Since investment costs are annualised in the year after they are incurred, annualised costs as a percentage of GDP peak in 2011 and decline thereafter.

The maximum cash outlay (investment and operating costs) throughout the period 1999-2010 is equal to 4.7% of projected 1998 GDP and the maximum annualised cost 5.0%. Cash outlays and annualised costs expressed as a percentage of projected GDP are illustrated in Figures 4.3 and 4.4.

The Public Investment Programme (PIP) co-ordinates the financing of Latvia’s infrastructure needs. The role of the PIP is to ensure that limited financial resources are optimally allocated. Table 4.3 summarises the scale of funding via the PIP for environmental infrastructure during 1995-1998. A total of some 87 M ECU (57 M LVL) were allocated over the three year period, equivalent to nearly 30 M ECU (20 M LVL) per annum. In comparison, the investment analysis (Spreadsheet 4.1) shows a requirement for 98 M ECU (64 M LVL) of investment expenditures in 1999, and 157 M ECU (103 M LVL) in 2004 at the peak of the investment outlays.

Spreadsheet 4.1 also shows that the maximum annual investment requirement as a percentage of projected 1998 GDP (Variant 1) is 2.8%. This compares with forecast State Budget funding of environmental investments in 1998 equivalent to 0.18% of GDP. This, clearly, has important implications for the financing and overall affordability of the investment programme.

Table 4.3	PIP Funding of Environmental Infrastructure Projects 1995-1998

Funding Source�Funding Amount (M ECU (M LVL))��State Budget�23.3 (15.3)��Grants�26.1 (17.1)��Loans�14.5 (9.5)��Municipalities�22.7 (14.9)��TOTAL�86.6 (56.8)��Source: ‘Environmental Investments in Latvia’, Investment Dept.(MEPRD), 1998

4.3	Funding the Investment Programme

The analysis demonstrates that current levels of investment expenditure fall well below those needed to implement the directives over the next 12 years. This has serious implications for the formulation of a viable, long-term development strategy. 

Private Sector Investments

Fifty per cent (808 M ECU (530 M LVL)) of the investment requirements are the responsibility of the private sector (Table 4.2), a major share of which are needed for compliance with the Large Combustion Plant Directive (560 M ECU (367 M LVL))�. The energy sector will seek to pass these costs on to users, thereby raising issues of affordability. Other significant expenditures fall to the farm sector, where a total of 230 M ECU (151 M LVL) is estimated as being necessary to achieve compliance with the Nitrates Directive. The capacity of the agricultural sector to absorb costs of this magnitude is unknown.

Municipal Government Investments

Implementation of the environmental directives imposes major responsibilities, and has significant cost implications, for municipal governments. Compliance with the Urban Wastewater Treatment and Drinking Water Directives is estimated to require 580 M ECU (380 M LVL) of investment expenditures over a 12-year period (or an average of about 49 M ECU (32 M LVL) per annum). This compares with an upper limit of 13.3 M LVL on financial resources that may be made available for investment in environmental projects in these sectors over the period 1997-1999 (or an average of about 6 M ECU (4 M LVL) per annum), including resources from municipalities and municipal enterprises�.

It is recognised that local governments do not have the financial resources needed to repair and rehabilitate existing plant or to expand physical infrastructure. They have yet to gain access to a reliable financing mechanism and have no accumulated internal reserves. Because of these factors, and because of the scale of the investments envisaged, the entire process by which municipal investments are financed will need careful review and policies formulated accordingly.

The current policy aim is to use co-financing arrangements to finance these investments (with contributions of 30% each from the State Budget, grants and loans and a minimum of 10% from municipalities). The scale of the investments suggests that under present funding arrangements the amounts involved may be outside the reach of the central authorities. However, the financing from pre-structural funds, which will become available in 2001 may be funded at a higher level than under the current co-financing arrangements. Thus, it is not possible to assess the impact of the investment programme on the overall affordability of the approximation process to Latvian society at this stage in its development process.

Clearly, the issue of user-charges for municipal services and cost-recovery policy is one that must be reviewed as a matter of urgency, and realistic arrangements introduced. This review should cover the entire basis for funding municipal services and address the issue of affordability. In addition, the opportunities and constraints on forming regional municipal authorities should perhaps also be explored in greater detail. This can be particularly important where investments benefit from economies of scale, such as regional sanitary landfills. The role of the private sector in the financing and operation of municipal services also offers important scope for the cost-effective provision of affordable (sustainable) municipal services.

�Central Government Investments

The cost assessment indicates that investments falling to the direct responsibility of central government are relatively small when compared to those of the private and municipal government sectors. The direct costs of compliance falling on central government are estimated to be some 82 M ECU (54 M LVL), the bulk of which (81 M ECU (53 M LVL)) are in the hazardous waste sector. Nevertheless, central government retains the vital role of channelling State Budget funds, and other sources of finance - including foreign grants and loans - through the PIP to support the water, wastewater and waste management sectors in particular.

To optimise the use of the limited financial resources, effective co-operation and co-ordination between the responsible institutions is essential. The next stage of this work should endeavour to clarify the current institutional arrangements for allocating funds to the environment sector.

In addition, the scale of costs falling to the municipal government and private sectors suggests that these sectors of Latvian society should be represented far more than they currently are in the overall approximation process. Establishing realistic, affordable development programmes based on agreed priorities will require informed inputs from all sectors of society.

4.4	Affordability

The cost estimates provide an order-of-magnitude measure of the investments needed to comply with the environmental acquis. Although the reliability of the estimates ranges from reasonably good to poor, all need to be refined before any great precision can be attached to them. Fortunately, much of the work needed to do this either has been, or is in the process of being, commissioned (Section 2.4 refers). 

Great precision is not, however, what is needed at this stage. The estimates made in this analysis show that the costs are high relative to GDP, and significantly exceed existing allocations to the environmental sector. 

Implementation of the proposed development programme depends, fundamentally, on its inherent affordability. The analysis reveals that - assuming the high cost environmental directives are implemented by the year 2010 - the total investment requirement is 1632 M ECU (1,070 M LVL) (or approximately 137 M ECU (90 M LVL) per annum over the implementation period) in 1998 values. Of this, 50% is borne by the private sector, 45% by municipal government and 5% by central government. The total cost is estimated to be in excess of one thousand million Lats.

By affordability is meant two things. One is the capacity of national income to support the level of expenditures required. The second is the capacity of individual service users to afford service charges. Whereas affordability to individual users can be influenced by policy decisions to introduce progressive charging systems to protect the disadvantaged, there are really no such instruments to influence national affordability. This is a function of national income. International assistance in the form of grants can be beneficial during transition towards a higher growth economy, but only if this leads to investments becoming inherently affordable in the medium term without needing further assistance when the assets created by the investments come to be replaced. 

The analysis shows that implementation of the investment programme by the year 2010, if based on current co-financing arrangements, would demand a significantly increased share of national income, with the potential for increased taxes and charges in order to divert funds to public use. However, the potential for increased levels of funding starting in 2001 should change this equation. In short, it is not possible to draw any firm conclusions as to affordability at this time.

If the magnitude and incidence of the investment requirements are taken to be substantially correct, then the most crucial requirement is to establish whether or not they are affordable over the time frame adopted and, if not, to establish a programme of measures such that they become affordable.

There are two principle ways by which this can be done. One is to rank projects according to their social priority and extend the time frame over which they can be implemented progressively in an affordable manner. The second is to boost national income. The above analysis has shown that the expenditures to 2010 would command a significant share of projected GDP. The only other way to boost national income in the short-run is through external assistance, although this is unlikely to be sustainable at the amounts involved. A combination of the two approaches is probably required.

Actions recommended to address this important issue are contained in Section 5.4.

�5	Strategic Implications

5.1	Introduction

This Chapter sets out key issues that have emerged in carrying out the approximation analysis and which are considered to be of particular importance to the future development of the approximation strategy. These issues are consolidated in Chapter 6 into an indicative action programme.

The issues can be broadly categorised as either ‘higher-level policy’ or ‘lower-level implementation’ issues. Higher-level policy issues are those that either relate to broad policy formulation at central government level or are in some way fundamental to the eventual outcome of the approximation process. Examples are the eventual form to be taken by environmental legislation and the affordability to Latvian society of investments needed to comply with EU legislation. As would be expected, the number of higher-level policy issues is small but their importance is considered high. 

Lower-level implementation issues, on the other hand, are important for the implementation of the approximation process but are not fundamental to its success. Examples are the need to determine Competent Authorities to assume statutory responsibility for particular directives, to comply with specific institutional arrangements required by individual directives, and to prepare air quality improvement plans.

The issues are considered under three main headings: legal issues, institutional issues, and investment and financial issues. 

It should be noted that the detailed information available on the legal, institutional and investment implications of the approximation process is contained in the respective appendices. It is this body of information – and especially that documented in the legislative and institutional analyses contained in Appendices B to E – which provides the cornerstone for the future detailed development and implementation of that process. It is not possible – or even appropriate – to summarise in this Chapter the extremely detailed identification of legislative and institutional issues contained in those Appendices. These represent the principal reference tool for later stages of this work. Examples are given later in this Chapter of the kinds of issues involved.

A significant amount of complementary work – either current or proposed – is projected to address specific environmental approximation issues (reviewed in Section 2.4). It is noted, for example, that the Swedish report on ‘Harmonisation of the Environmental Legislation in Latvia’ (referred to below) only became available to the project team in June 1998. To some extent, therefore, general proposals made in this study run the risk of being overtaken by rapid developments elsewhere. 

5.2	Legal Issues

Three high level legal issues have been identified: the ultimate form of environmental legislation, access to information and public involvement in the decision making process, and derogations from specific EU legislative requirements. The first two of these issues are addressed below. The issue of derogations is being addressed through the normal political process.

5.2.1	Environmental Legislation

A large body of work has been undertaken in this study to identify:

the gaps between Latvian and EU legislation (Appendix C), 

the timeframe within which Latvia can reasonably expect to transpose EU environmental legislation (Appendix D), and 

the activities needed to complete the transposition process (Appendix D). 

In addition, the recent report of Swedish consultants Gabriel Michanek on ‘Harmonisation of the Environmental Legislation in Latvia’ (June 1998) makes proposals for the procedures to be adopted in the legal transposition of directives into Latvian legislation. The report identifies areas of overlap between existing Latvian environmental legislation, some of which have implications for the approximation process. The following are examples:

The Environmental Protection Law and the Law on Municipalities as to the competencies of municipalities.

Nature conservation legislation, hunting legislation, fishery legislation as to the protection of certain animal species.

These examples illustrate possibly the most significant legal issue facing environmental legislation and the environmental approximation process: the nature of future environmental legislation in Latvia. This issue is being actively debated, and various alternative legislative forms are being considered. The three principal alternative concepts for legal harmonisation are:

An Environmental Code 

A Law on Pollution Control 

A Law on Pollution Control and Water Management 

The most far-reaching of these is the option to develop an Environmental Code, which would encompass the entire body of environmental legislation, including pollution control, nature conservation, the use of natural resources, etc. The eventual form of this legislation clearly has important implications for the approximation process. An integrated environmental Act would overcome many of the real problems associated with overlapping legislation, and the need to decide on whether to introduce new legislation or to revoke existing legislation.

The decision on the final form of environmental legislation should take account of:

the efficiency and effectiveness with which the legislation can be implemented, and 

the institutional and resource requirements of its implementation. 

As noted in Section 2.1 (and referred to below in Section 5.3.1) Latvia must aim for streamlined and cost-effective institutional arrangements which avoid proliferating governmental agencies, the duplication of effort and the sub-optimal use of scarce public resources. A strong case can be made on these grounds for establishing a single, operationally-independent agency charged with administering, monitoring and enforcing environmental legislation, regulations and standards – an ‘Environmental Protection Agency’.

If such an agency is created (see Section 5.3.1) then its operational effectiveness would be strengthened if it were to be supported by a single, comprehensive piece of legislation encompassing the full extent of its legal responsibilities – an Environmental Code.

5.2.2	Access to Information 

The EIA and Access to Information directives include specific requirements for information and consultation, and other directives and regulations imply such requirements, either in the preparation of action programmes for environmental clean-up, or in drawing up of safety plans for emergency warning and response (Seveso Directive). Implementation of these requirements calls for amendments to be made in the Environmental Protection Law.

The need to inform and consult with organisations and individuals outside central government has been identified as an important limitation of the approximation process to date, and particularly so given the incidence of costs to be borne by municipal government and the private sector.

5.3	Institutional Issues

The institutional issues have been separated into three areas: central government, municipal government and wider participation. 

5.3.1	Central Government 

Five strategic issues have been identified at central government level. These relate to: new institutions, intra-ministry relationships, inter-ministerial relationships, competent authorities, and monitoring and enforcement.

New institutions

There are plans to establish an environmental protection agency. It is currently envisaged that the agency will be set up in 1999. It is not yet clear what the responsibilities of this new institution will be. It is therefor considered appropriate to consider its possible roles in work to be undertaken subsequent to this project. Political discussion of the tasks to be assigned to the EPA and the responsibilities to be transferred to it from the ministry and its sub-ordinate institutions should build on the analysis contained in Appendix E.  This has focused on defining the functions needed to implement the environmental acquis within the existing system.

Inter-ministerial relationships

For effective implementation of the environmental acquis, closer co-operation is needed between relevant ministries. The Ministries of Welfare, Transport and Agriculture and their subordinate institutions have some responsibility for the process and the Ministries of Economy, Interior and Finance are also involved in the process. The decision making process needs to be co-ordinated from the outset - for example, a decision on the Packaging Waste Directive requires early co-ordination between the MEPRD and the Ministries of Economy and Finance. 

While there may be some gaps between levels of responsibility between certain ministries which need to be addressed, overlap between ministries has for the most part been eliminated since 1997. Routine screening of legislation for EU compliance issues has meant that a lead ministry has been appointed with overall responsibility and accountability for implementation of specific directives. In fact, under the previous Environmental Acquis, this issue is quite clear except for one or two items. There may be some additional clarification as to lead ministries required under the revised Environmental Acquis, which has recently become available. The establishment of the working groups in the various environmental sectors, which are referred to in Section 2, has also assisted in the introduction of a clear division of labour and responsibilities being established between ministries.

While introduction of an integrated management system is an ideal that can be aspired to in any organisation, it is however recognised that significant progress has been made in the Ministry on organisation of functions and responsibilities. The same may not be true of the subordinate institutions that may require closer scrutiny. However, (i) the establishment of the European Integration Unit; (ii) the strengthening of the Department of Environment Protection; and (iii) the establishment of the EU Steering Group on EU integration issues, have gone a long way to address the difficulties which had been noted in the 1995 and 1996 reports, on which many of the findings in this project vis a vis institutional capacity, are based.

Intra-ministerial flows

Problems related specifically to the present organisation and management of the MEPRD are addressed in Section 2.1.2, where it was concluded that these need to be addressed in a systematic rather than in a piecemeal manner. It was recommended that consideration be given to the development and implementation of an integrated management system to encompass the key functions and critical activities of the Ministry. The essential steps required to develop and implement such a system are summarised in Section 2.1.4. 

This system would be intended to overcome problems such as a lack of clarity in the division of functions and responsibilities, and the duplication of activities amongst subordinate institutions. This would also enable the consolidation of closely related and connected functions.

Competent Authorities 

In most cases the appropriate institutions already exist for most, if not all, areas of the environmental acquis. The function of ‘competent authority’ needs to be added to their existing functions. These authorities can have overall responsibility for the implementation of a directive and/or specific responsibility for the implementation of certain obligations under a directive. Authorities having specific responsibility must, for example, deal with the issuance of permits, authorisations and environmental impact assessments. The reader should refer to Chapter 4 of Appendix E for further details on these obligations.

The government must decide which institutions are best suited to fulfil the role of competent authority (CA) for each directive and which other institutions should be involved in the consultation and decision making process. Box 5.1 contains examples of the kinds of CA needed.

Box 5.1: Examples of Requirements for Competent Authorities

CA for 85/337/EEC as amended by 97/11/EEC (EIA)

CA for issuing, authorising and managing control 86/609/EEC (animal experiments)

CA for reporting to EC 87/18/EEC&88/320/EEC (good laboratory practice and  inspection

national CA and define its links with other involved institutions, necessary to establish procedure and responsible institution for reporting to EC 90/219/EEC (GMO)

CA for organising inspections, establishing approval procedure for experimental releases for working out strategies, methodology, plans, monitoring 90/220/EEC (GMO)

CA for pre-market testing and notification system for new chemical substances 67/548/EEC (classification of dangerous substances)

CA and define general label format 86/594/EEC (household appliance)



Box 5.2 shows types of consultations typical of those required by the directives. 

Box 5.2: Types of Consultation Required by the Directives

Consultation with the Ministries of Economy and Finance in cases of prohibition and marketing of alkaline batteries 91/157/EEC (batteries)

Consultation with Ministries of Economy and Finance and packaging associations on monitoring, recycling rates, and harmonised data bases 94/96/EEC (packaging waste)

Co-ordination and consultation procedures 83/129/EEC (seal pups)



Monitoring and enforcement

It is necessary to identify and allocate responsibility for the monitoring and enforcement of specific directives. Examples include:

for monitoring terminals, service stations and vehicles 94/63/EC (VOC)

for sampling and testing 85/210/EEC and 93/12/EEC (lead and sulphur in fuel)

at a National level there is a need to establish an administrative system to enforce noise emission standards

at the local level there is a need to assign responsibilities for inspection and monitoring of vehicles 70/157/EEC and 78/1015/EEC (motor vehicles  and motor cycles

for monitoring 91/689/EEC (hazardous waste)

on reporting 86/278/EEC (sewerage sludge)

to prepare guidelines for accident prevention policy, establish notification system, establish procedure for reporting to the commission 96/82/EC (SEVESO)

5.3.2	Municipal Government 

The fundamental strategic issue facing municipal governments is their capacity to perform the large number and wide-ranging functions that are required of them under the environmental acquis. 

The physical size of many municipalities is itself a constraint on their capacity to implement and manage investment projects on the scale envisaged. This calls for greater emphasis being placed on municipalities forming associations to enable them to benefit from the economies of scale available in the construction and operation of large infrastructure projects. This would also enable them to share management resources and avoid unnecessary duplication. This is particularly important in small rural areas where incomes are on average lower than in larger urban areas.

Falling within this issue are the following:

the capacity to implement and operate technically sophisticated water, wastewater and waste management systems

the capacity to establish and implement improved cost-recovery systems

the need to set priorities for affordable and financially viable infrastructure investment programmes

the capacity to prepare action plans (e.g. air and water quality improvement plans) and emergency plans to meet the requirements of the Seveso Directive.

the capacity to monitor and enforce new environmental legislation 

In view of the scale of the developments envisaged, a review of municipal powers and responsibilities would appear to be essential. This is considered further in Section 5.4.1.

The extent of the adjustment process required of the municipalities should not be under-estimated. Box 5.3 gives examples of the nature of the tasks involved in complying with specific directives. Full details are provided in Appendix E.

Box 5.3: Examples of Tasks Required of Municipalities

responsibility for implementation in land use planning and permitting (EIA)

air quality improvement plans 96/62/EC (air framework)

city municipalities (Ventspils, Riga) air monitoring stations 80/779/EEC (SO2); 82/884/EEC(lead); 92/72/EEC (trophosperic ozone)

establishing procedures in the event of concentrations exceeding limit values 80/779/EEC (SO2); 82/884/EEC(lead); 92/72/EEC (trophosperic ozone)

local emission monitoring and enforcement 70/220/EEC, 92/55/EEC, 72/306/EEC and 88/77/EEC (emissions from road transport)

administrative and technical bodies for management and enforcement 78/176/EEC, 82/883/EEC and 92/112/EEC (waste TiO2 reduction programmes)

enforcement 75/439/EEC (waste oils); 91/689/EEC (hazardous waste)

waste management 75/442/EEC (waste framework); 91/689/EEC (hazardous waste)

management of local facilities and waste flow 75/442/EEC (waste framework)

implementation programme for wastewater treatment systems 91/271/EEC (urban wastewater)

detailed capital investment strategies 91/271/EEC (urban waste water); 80/778/EEC (drinking water)

strategy for cost recovery 91/271/EEC (urban waste water); 80/778/EEC (drinking water)

sampling and monitoring 76/160/EEC (bathing water)

safe and qualitative water supply and monitoring of water 80/778/EEC (drinking water); 80/68/EEC (ground water)

action planning for water bodies with poor water quality 75/440//EEC (abstraction of drinking water); 79/869/EEC (measurements)

designation of locally important territories and their management 92/43/EEC (habitats); 79/409/EEC (birds)

identification of options for reducing emissions 88/609/EEC (large combustion plants)

determine CA 96/82/EC (SEVESO)

drawing up emergency plans including safety standards in land use planning 96/82/EC (SEVESO)

identification of training needs for staff to carry out new functions

active involvement/participation in the approximation process

private sector involvement, contract preparation and management



5.3.3	Information and Wider Participation 

Three strategic issues have been identified relating to issues of information availability and wider public participation in the approximation process. These are: access to information, private sector involvement, and public and NGO participation.

Access to Information

An issue identified in the analysis is a lack of information dissemination both within and between government departments and throughout the wider community. Specific examples are:

Official translations of Directives into Latvian have yet to be made by the Terminology Centre. This is particularly important for specialists involved in the approximation process. 

There is inadequate dissemination of information on the latest thinking by the EU in specific fields, and on recent official thinking and decision making in other parts of government. This can lead to both contradictory analyses and duplication of effort. 

Specialists have inadequate access to the EU directives and their corresponding amendments and annexes. 

Private Sector Involvement

It is necessary to provide for the formal involvement of the private sector in the approximation process. To date, the private sector has had no involvement and there are no formal arrangements through which this can occur. The private sector needs to be involved for the following reasons:

Implementation of the environmental acquis imposes significant administrative and production costs on industry and commerce. 

The cost analysis indicates that 50% of the total investment requirement is the responsibility of the private sector. This raises important issues about the ability of the private sector to implement these investments. 

The private sector also offers important scope in both financing and operating municipal infrastructure projects. 

As an important element of society the private sector has a right to be involved in a far-reaching decision process that will affect that society fundamentally.

Public and NGO Participation 

There is currently no formal involvement of the public or special interest groups in the approximation process. These sectors of society need to be involved for the following reasons:

The accession process involves fundamental changes to Latvian society that will have significant implications for its population. In a democratic society citizens can expect to be consulted and be allowed participate in the process of change. 

Implementation of the environmental acquis will have cost implications for all members of society. These will be reflected in the prices of goods and services, and will require the introduction of new taxes and charges. This raises the issue of affordability (Section 4.4 refers) and the need to allocate scarce national resources according to social priorities. The public would expect to be involved in this process.

Improved arrangements need to be made to provide better access to information on, for example, the status of the environment or approximation issues, and for the formal involvement of the public and special interest groups in the approximation process.

5.4	Investment and Financial Issues

The fundamental strategic issue is the inherent affordability of implementing the infrastructure programmes required under the environmental acquis and the timeframe over which this is done. This has been discussed in Section 4.4 and is reviewed in Section 5.4.1. The sources of funds available to implement the investment programme are another important issue to be addressed, particularly given the scale of investments envisaged. These are considered in Section 5.4.2. Other issues related specifically to costs are considered in Section 5.4.3.

5.4.1	Affordability

It is recommended that the following actions should be taken:

Confirm that the broad order of magnitude of the cost estimates and their incidence on the private and government sectors are substantially correct.

Involve the private sector and municipal government in future deliberations on the cost approximation process.

Assess the affordability of the proposed investments to the economy as a whole and to the three principal responsibility areas. For example, increased costs incurred by the energy sector may be capable of being passed on to users, whereas increased costs to the farming community from complying with the Nitrates Directive may impose heavy cost penalties in the short term on a vulnerable sector of the economy.

In the light of these findings, establish national priorities and implementation programmes that take full account of affordability relative to projected national income. 

Review and establish appropriate mechanisms through which the investment programmes can be funded. Given the importance of municipal governments for the investment programme, their involvement in future deliberations is crucial. A system of progressive, socially acceptable user-charges needs to be developed.

Take the action necessary to allow changes to funding arrangements to be implemented. These might require modifications to legislation to require and enable municipal governments to operate more commercially and to levy realistic charges on publicly provided services. 

In view of the scale of the developments envisaged, and as proposed in Section 5.3, a review of municipal powers and responsibilities would appear to be essential.

It is considered imperative that these high level actions should be undertaken either in advance of, or concurrently with, other work designed to refine the detail of cost estimates prepared to date.

5.4.2	Sources of Funds

The cost analysis shows that current levels of investment expenditure fall well below the amounts needed to implement the directives over the next twelve years. The implications of this are that traditional domestic sources of funds will be insufficient to finance these investments over the selected period. Consequently, either the implementation period will need to be extended or new sources of funds found. 

The analysis has shown that, even after taking into account projected growth in national income, the amounts required will still far exceed current levels of expenditure relative to GDP. It would therefore be realistic to adopt a longer implementation period based upon affordable national priorities and derogations sought for those parts of the environmental acquis that cannot be implemented in the short-run. 

In addition, the system of funds allocation at national level should be placed on a more systematic basis to ensure the optimal allocation of scarce resources to priority projects. 

Other fundamental issues to be addressed include:

the introduction of improved and affordable cost recovery systems; and

the introduction of private sector finance in the provision and operation of municipal services.

5.4.3	Other Issues 

The Nature of the Costs

During the analysis a number of issues has arisen with respect to the nature of the costs used in the assessment. These relate to the relevance, reliability and availability of cost data. These issues have been discussed earlier in the report (Chapter 3) and in Appendix F. 

There is significant uncertainty about which costs do and which costs do not constitute compliance costs. This is referred to as the relevance of the costs. Examples are given earlier in this report. This problem can only be overcome through more detailed cost analysis although, even here, there will remain significant areas of ambiguity which will require resolution.

There are two issues relating to the reliability of the cost data: 

the nature of original source cost data used, and 

the methodology used to extrapolate data from individual studies to the total population. 

These issues have serious implications for the reliability of the output of the analysis. For example, the source data for the Drinking Water Directive indicates that the operation and maintenance costs of upgraded water supply plants is equivalent to some 32% of estimated investment requirements. It has not been possible to verify the reliability of this figure, but it remains suspect. 

Another example relates to the methodology used to estimate the costs of compliance of the Urban Wastewater Treatment Directive. The methodology entailed extrapolating cost data relating to individual towns to the total population. There is uncertainty about the validity of this assumption and, therefore, about the resultant estimates. Nevertheless, every effort was made to ensure that the studies used in the cost analysis were, as far as possible, representative of the sector being examined.

This approach was adopted because of the unavailability of specific compliance cost information. Indeed, in some sectors (e.g. Dangerous Substances Directive) no relevant cost information was available. This issue is generally being addressed through a number of studies due to report in the coming months (Section 2.4 refers).

Specific Cost Issues

The cost analysis has provided order-of-magnitude estimates of complying with nine directives that involve high cost investments. There are several areas in which these cost estimates need to be refined. Proposals for improving the reliability of the estimates are presented in Box 5.4.

Box 5.4: Improving the Reliability of the Cost Estimates

Urban Wastewater Treatment. It is necessary to confirm that the studies used are in fact representative and the methodology robust. It is understood that a specific study to address this issue will shortly be undertaken. The relevance of the cost estimates for compliance must also be addressed. 

Drinking Water. The same issues apply as for the Urban Wastewater Directive. Also, the operating and maintenance costs of upgrading water supply plants needs to be carefully reviewed. 

Nitrates. The capital cost estimates provided by Ministry of Agriculture are order of magnitude figures only. Further discussions with this Ministry should seek to firm-up these estimates. The O&M costs for the private farm sector have not been estimated and need to be assessed. The overall affordability of this measure to the farm sector must also be examined. 

Dangerous Substances Directive. No directly relevant cost data is available at this time. Two current projects (Section 2.4 refers) are expected to provide analytical data on the nature of the problems and this can then be used in a later cost assessment. 

VOCs. The estimates provided by Man-Tess include significant items unrelated to vapour control which made its use inappropriate for the cost assessment. An order of magnitude value has therefore imputed for vapour recovery facilities based on estimates from other compliance cost assessments. This aspect needs detailed study during the next stage. 

Landfill. The cost analysis is based on a number of assumptions related to the requirements of the Directive. These have been made in the absence of specific information on how Latvia proposes to implement the Directive. These assumptions need careful review during the next stage of project development.

Hazardous Waste A national hazardous waste management strategy has been approved for funding by the Latvian Government. Implementation of the strategy requires a total investment of 81 million M ECU (53 million LVL). Of this amount, some 8 M ECU (5M LVL) has been estimated by the strategy team as the cost of establishing a hazardous waste implementation unit. This meets the specific requirement of the Directive. Of the balance of 73 M ECU (48M LVL), it has been assumed that 61 M ECU (40M LVL) is attributable to the hazardous waste incinerator and 12 M ECU (8M LVL) to the hazardous waste landfill site. These assumptions need to be reviewed in the follow-up stage of the approximation exercise.

Large Combustion Plant. This is a good example of the issue of relevant costs. The cost analysis has identified that the most appropriate option for increasing effectiveness and reducing emissions is optimisation of boiler capacity. A precondition to these investments is the rehabilitation of the heating distribution network. The costs involved in this are unknown and it is also unknown whether or not these costs can be considered for the purposes of compliance. This is an area that will need to be reviewed in subsequent work.



�6	Preliminary Action Programme

6.1	Introductory Comments

This Chapter consolidates in tabular form the high level issues and actions identified in Chapter 5. The programmes are provided for indicative purposes only, and as a guide to the timeframe within which these should be implemented. As noted earlier, high-level issues are issues considered imperative for the success of the approximation strategy. Of over-riding importance is the issue of strategy affordability.

Action Programmes are shown for legislative, institutional and financial actions.

6.2	Legislative Action

The Action programme for high level legislative issues is set out in table 6.1.

6.3	Institutional Action

The Action programme for high level institutional issues is set out in table 6.2.

6.4	Financial Actions

The Action programme for high level financial issues is set out in table 6.3.

�

Table 6.1: High Level Legislative Action Programme

High Level Strategic Issue�Options�Actions�Main Responsible Organisations�Timeframe for Resolution�Direct Costs and Benefits��Environmental legislation �an Environmental Code

a Law on Pollution Control

a Law on Pollution Control and waste Management�A decision by government �MEPRD

Ministry of Justice�1999�Significant legal drafting time 

Long-term savings through consolidated environmental legislation ��Access to Information�n.a.�Amend the Environmental Protection Act

Develop an Action Plan for informing and consulting NGOs and the public�MEPRD

Ministry of Justice



MEPRD�1999







1999�Resources needed to establish amendment requirements 

Resources needed to prepare the Action Plan��

�Table 6.2: High Level Institutional Action Programme

High Level Strategic Issue�Options�Actions�Main Responsible Organisations�Timeframe for Resolution�Direct Costs and Benefits��Central Government Level������New institutions �Set up an Environmental Protection Agency�Define the role and responsibilities of the EPA �MEPRD in consultation with subordinate institutions

Ministry of Justice�1999�Consolidation of activities into one institution should lead to greater efficiency and cost savings.

��Inter-ministerial relationships��Written allocation of ministerial responsibilities for approximation�MEPRD�1999�No significant implications��Intra-ministerial relationships��Implement an integrated management system in MEPRD�MEPRD�1999-2000�Preparation of the management system will require inputs of finance and personnel 

Operational efficiency and cost savings. 

��Competent Authorities��Identify CAs for each environmental acquis directive

identify other institutions involved in consultation and decision making�MEPRD



MEPRD�1999-2000�No significant costs��Monitoring and enforcement��identify and allocate responsibilities for monitoring and enforcement�MEPRD with assistance from municipal associations and other subordinate institutions�1999-2000�Significant implications for financial and human resources.��Municipal government������Capacity to perform a large number of wide ranging functions��review of municipal powers and responsibilities�Ministry of Local Government,  MEPRD and municipal associations�1999-2000�Significant implications for human resources��Information and wider participation������Access to information��Develop an action plan to inform and consult with these sectors�MEPRD�1999�Significant implications for human resources��Private sector involvement��as above�as above �as above�as above��Public and NGO participation ��as above�as above �as above�as above��

�Table 6.3: High Level Financial and Economic Action Programme

High Level Strategic Issue�Options�Actions�Main Responsible Organisations�Timeframe for Resolution�Direct Costs and Benefits��������Affordability��Rank investment projects according to their social priority and extend time frame for implementation �MEPRD in consultation with society�2000�Better allocation of scarce resources according to society’s preferences

��Sources of funds��Prepare systematic procedures for improving the allocation of funds for environmental investment projects at national level

Review opportunities for, and implementing, private sector financial initiatives

Identify new funding sources�MEPRD Investment Department of MEPRD with Ministry of Finance

�MEPRD and cham of comm and muns

�MEPRD, investment department of MEPRD and municipal auth�1999



�

1999-2000



1999-2000�Improved efficiency in funds allocation



�

Provides access to a new and larger pool of funds

�Capacity to implement the environmental acquis on a sustainable basis��



� the legally correct term ‘European Community has been used to describe the acquis, since the European Union is not the legal entity which adopted the directives

� (1996) ‘Cost-Benefit Analysis of the Different Municipal Solid Waste Management Systems: Objectives and Instruments for the Year 2000, Final Report’, European Commission’

� it is considered likely that the energy sector will be privatised during the timeframe for implementing this Directive

� ‘Water Supply and Waste Water Treatment in Latvia’, Investment Department, MEPRD, 1998.
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