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A developed infrastructure is a necessary precondition and
basis for the economic development of the State. An
environmental protection infrastructure ensures not only
services, for example, the accessibility of water supply,
collection and treatment of sewage, as well as waste
management services to all inhabitants of the State
irrespective of where they live promotes the development of
entrepreneurial activities, but also ensures a reduction in the
pollution of the environment and the rational use of natural
resources. Investments in environmental protection indicate
indirectly public support for sustainable development in the
State. In both the "Long-term Economic Strategy of Latvia" and
the "National Development Plan" the development of
environmental infrastructure has been included as one of the
priorities.

In conformity with the Law on Local Governments, in Latvia,
local governments are fully responsible for the water and

municipal waste management. At the same time the State has
recognised the development of infrastructure in the regions
and therefore budget, Public investment programme (PIP), as
well as EU ISPA fund priorities are programmes "800+", "500-
" and projects for the establishment of hazardous waster
management systems. The sources of funding for
environmental protection projects due to the limited financial
possibilities of local governments are the State and special
budgets. local government funds, including loan taken, as well
as grants. At a time when in the European Union member
states the average investment in environmental protection is
approximately 1.5% of the Gross Domestic Product (GDP), in
Latvia the investment in environmental protection of the
Public investment program in the public sector fluctuates
within the limits of 0.5-0.8% of GDP. From 1995 to 2001
within the scope of PIP, 136.33 million LVL was invested in
environmental protection. Moreover, local governments,
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including loan taken, in recent years have covered about half
of the project costs (Table 4.1.1).

The larger part of funds has been invested in water
management development projects - 116.15 million LVL.
Mainly have been supported such projects as have priority in
conformity with the investment strategy. i.e. are implemented
in towns with a person equivalent larger than 2,000 because
the implementation of such projects resolve water
management quality problems for a larger number of people
and provide a significant contribution in the reduction of
environmental pollution.

In order to establish a municipal waste management system,
within the scope of PIP from 1995 to 2001 5.72 million LVL
has been invested. Nine regional municipal waste
management projects are at various stages of implementation,
which encompass 89% of the inhabitants of Latvia.

In order that by 2009 in accordance with the programme
"500-" and the "Waste Management Plan for Latvia" 10 waste
management systems in conformity with the requirements of
environmental protection are in place, including waste
landfills, and by 2012 re-cultivate all closed dumps, thus
reducing the environmental pollution caused by the dumps, it
is necessary to invest in the field of municipal waste
management approximately 190 million LVL.

On the other hand, to ensure water management services in
conformity with environmental protection requirements in
towns with population equivalent of greater than 2,000 and
the fulfilment of the international obligations of the State,
there would have to be invested:

sewage treatment and collection approx. 350 million LVL;

water supply approx. 310 million LVL.

In circumstances, where the financial possibilities of local
government and State budgets are limited, the
implementation of environmental protection infrastructure
after Latvia's accession to the European Union will need to
attract EU Cohesion fund and European Regional
Development fund (ERDF) financial resources. EU Cohesion
fund resources could be utilised for the co-financing of large-
scale infrastructure measures, but (ERDF) for small towns and
villages water management projects. the closing and re-
cultivation of municipal waste dumps which do not conform
to environmental protection requirements, the establishment
of separated waste collection systems, as well as the co-
financing of the development of various types of waste
processing equipment.

As the ISPA fund implementation institution in the
environment sector, the Ministry of Environmental Protection
and Regional Development (MEPRD, since 1 of February
2003 Ministry of Environment (MoE)) has been designated in
conformity with Cabinet Regulation No. 1 of 2 January 2001.

As the Cohesion fund implementation institution in the
environment sector, MEPRD has been designated in
conformity with Cabinet Regulation No. 101 of 27 March
2002.

As the managing institution for the utilisation of structural fund
resources, the Ministry of Finance has been designated in
conformity with Cabinet Regulation No. 101 of 27 March
2002.

Sources:

/1/ Ziòojums par vides investîcijâm [Report on Environmental
Investments], 1992-1998, VARAM

/2/ Ziòojums par vides investîcijâm [Report on Environmental
Investments], 1999, VARAM

/3/ Ziòojums par vides investîcijâm [Report on Environmental
Investments], 2000, VARAM

/4/ Ziòojums par vides investîcijâm [Report on Environmental
Investments], 2001, VARAM

/5/ Vides investîciju stratçìija [Environmental Investment
Strategy]. 2003-2006. VARAM

Internet addresses:

MoE Investment Department: www.vidm.gov.lv/id/index.htm 

ISPA:
europa.eu.int/comm/regional_policy/funds/ispa/ispa_en.htm 

Phare: europa.eu.int/comm/enlargement/pas/phare/index.htm

LIFE: europa.eu.int/comm/environment/life/home.htm
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As with any other tax, also the Natural resources tax (NRT),
concurrently with a regulating effect also has an important
fiscal effect. In many sates in world, especially in transition
economy states, income from environment taxes are
"earmarked" for utilisation in the environmental sector,
directing it to special environmental protection funds.
Therefore, a connected self-regulating system is formed - the
more the environment is polluted, the larger is the income
from taxes and the greater the possibilities to finance en-
vironmental pollution reduction and compensation projects.

The integration into the EU for environmental protection,
similarly to many other areas of state activity, has been
specified as a high priority. Already during the pre-accession
stage, in Latvia similarly to other candidate-states, the EU
provided significant financial support to the environmental
sector, granting assistance funds from the ISPA programme.
However, in order to receive this assistance Latvia had to
perform also serious "home-work" - has to qualitatively
prepare the projects for which applied for funds, as well as
ensure its own participation in the co-funding of the projects.
To ensure this requirement raises the importance at this time
of the Latvian Environmental Protection Fund (LEPF), which
is the manager of the environmental protection special
budget, as well as that of other environmental protection
economic and financial instruments (Fig. 4.2.1.), and,
especially in future years.

The Latvian Environmental Protection Fund (LEPF) has been
established with the support of foreign specialists (OECD,
Harvard Institute for International Development), drawing on
the best experience from other states that was available at
the time of the formation of the fund (1996). It should be
noted that in our country the Environmental Protection Fund
was established somewhat late - most Central and Eastern
European states (and also many former republics of the
USSR) this process was already completed by 1991-1993.
This was not an obstacle, but rather actually facilitates the
fact that the Latvian Environmental Protection Fund has been
highly appreciated internationally. The Latvian Environment
Protection Fund on the basis of its capacity is not very large.
In comparison, the annual budget of the Polish National
Environment Protection Fund is about 400 million USD.
Moreover, it needs to be taken into account that in Poland,
which is already a large state, also operate strong regional
Environmental Protection Funds, as well as ECOFUND, the
resources of which are received from the restructuring of
Poland's external debt. This comparison remains in effect
also when the volume of funds is recalculated per capita or
on the volume of GDP.

The most important forms of financing, which are utilised by
the LEPF is grants, subsidies and investments. Funds, which
are intended for the financing of sectoral environmental
protection programmes, projects and measures, are planned
in the sub-programme "Environmental protection projects".
They are directed to: air, water, soil and land protection,
waste management, utilisation or promotion of recycling of
goods and product residues that are harmful to the
environment, nature protection and preservation of

biological diversity, elimination of the consequences of
ecological accidents, financing of environmental research
and evaluation projects, ecological education and training
measures, preparation of specialists and the raising of
qualifications in environmental protection issues, and others.

In 2001, a new sub-programme was established, "Fish
protection measures", with financing from the Latvian
Environmental Protection Fund intended as co-financing
funds, which are given to this sub-programme by the LR
Fisheries administration. Funds are directed to the regional
environment boards, the Marine Environmental Board, the
Environment State Inspectorate, the wages of free-lance
fishing inspectors of national parks and reserves and the
purchase of equipment for the improvement of the work of
fishing inspectors.

On the basis of the Cabinet Order No. 152 of 31 March
1999, the Latvian Museum of Natural History was transferred
to the supervision of the Ministry of Environmental
Protection and Regional Development, providing for its
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financing from the funds of the State environmental
protection special budget - up to the time when funding is
scheduled in the relevant State basic budget programme. At
this time the procedures for funding are considered to be
temporary procedures, as in accordance with the by-laws of
the LEPF its funds are additional means of finance for
environmental protection measures and projects, and not to
be utilised to cover the costs for maintaining institutions.

Since the establishment of the Latvian Environmental Pro-
tection Fund it has registered about 2,500 submitted
projects. In 1997 the LEPF financed 255 projects, in 1998 -
455 (including continuing ones from 1997), in 1999 - 308
(including continuing ones from 1998), in 2000 - 281
(including continuing ones from 1999), and in 2001 - 264
(including continuing ones from 2000).

The specifics of the projects submitted to the Latvian
Environmental Protection Fund are very different and
multiplex; therefore, for the sake of analytical recording and
representativeness, the project amounts for many projects
are divided into several (up to three) parts in conformity with
the project classification standard categories. Therefore, the
money amount is reflected proportionally in the contribution
simultaneously of a particular project to several
environmental problems.

In the course of the operation of the Fund the relevant priori-
ty moment of funds expenditures have changed over several
years. In contrast to picture provided by the statistics in Figu-
re 4.2.3, Figures 4.2.4 and 4.2.5 show the dynamics of the
expenditures in project categories and LEPF activities by
financial years. The project categories are arranged in con-
formity with the cumulative amount of funding over a 6-year
period. 

The priority directions of Fund activities have been water
management (Fig. 4.2.6.) and waste management. The
greater part of water protection projects are component parts
of the sectoral investment programme "800+" and are
financed from various sources of financing. The largest
investment objects (water management in Tukums, Talsi and
Bauska) are component parts of the Public Investment

Programme. The assessment of water manage-ment projects
takes place in regional environmental boards and the
environmental ministry's Investment department in
accordance with the priorities of the referred to programme.

2/3 of the financial resources intended for the sub-
programme "ISPA investment project preparation and co-
financing" are directed to the preparations for the receipt of
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funding for the organising of the water management of the
cities of the Daugava, Gauja and Salaca basins.

Subsidies (Fig. 4.2.8.) regarding the collection and utilisation
of goods and product residues that are harmful to the
environment (packaging material - glass, metals, plastics, as
well as tyres, accumulators, batteries, circulated lubrication
oil, luminescent bulbs containing mercury, and others) are
received by enterprises on the basis of competition and in
conformity with Law on Natural Resources Tax and the
procedures and the subsidy rates specified in the Cabinet
regulations flowing from it. 

With the support of the LEPF in Latvia has been created an
opportunity to transfer glass pieces, accumulators, tyres,
metal and plastic packaging materials, used mercury bulbs,
thermometers and machine lubricants for processing.

Sources:

Latvijas Vides aizsardzîbas fonds. Publiskais pârskats 2002.
[Latvian Environmental Protection Fund. Public Report 2002]
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