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1. EXECUTIVE SUMMARY

The GEF Trander of Environmentally Sound Technologies project was implemented by UNDP
and Executed by UNIDO. In the three-year period of the MSP, the project successfully completed
traning and knowledge trander reated to cgpacity building and inditutiond drengthening a both
the levd of the sdected demondraion enterprises and a the levd of the nationad counterpart
inditutions (Cleaner Production Centres, Pollution Control Centres, etc). The actua demongrations
of the TEST approach in 17 enterprises was equaly as successfully with condderable investment
made by the sdected companies into the adoption of cleaner production processes and
environmentally sound technology.

There are some concerns related to Project Design, which should be noted for future consderation.
Activities for replication and transfer of lessons from the Project's achievements to other
beneficiaries and gsakeholders within the countries and the Danube Basin as a whole were weak.
These can be reated to the absence of any specific trandfer and replication mechanism or linkages,
and the fact that the Project was condrained by its MSP moddity and funding limitations (and, to
some extent, 3year time limitation). Furthermore, the totd funding identified in the Project
Document was not fully redised. The Project Document adso has no reference to sudtainability of
the Project’ s objectives or of the GEF investment.

In this respect, it must be stated that the Project Management and the Execution Process achieved a
vay high levd of success from the pointof-view of completion of the Project activities and
ddivery of intended outputs. Any criticism has to rest with the Project Design and not its Execution
or Management.

The Termind Evauation finds this project to have been most notably successful and a very
worthwhile example of a GEF MSP investment from which many vauable lessons and practices
can be captured. The Evauation provides a number of recommendations, incuding the proposa
that serious consderation be given to further investment to trandfer these lessons and best practices
and to build on the substantid achievements of the TEST project. The Evauator gpplauds the
Executing Agency, the Project Coordinator and the in-country Coordinators and Project Teams for
apraiseworthy achievement.

2. EVALUATION PROCESS (PURPOSE AND METHODOL OGY)

The purpose of a GEF Independent Terminad Evauation is to enable dl of the drect stakeholders
OF the project (Government, privete sector, the Implementing Agency, the Executing Agency,
GEF, NGOs, €ec.) to review achievements and ddivery, and to identify vauable lessons and
practices that need to be captured and sustained. To this end it is important thet such an evauation
gathers as much input and feedback as is possble from a broad spectrum of dl project stakeholders
and beneficiaries related to the project objectives.

The Evduation atempts to determine, as systematicdly and objectively as possble, the rdevance,
efficiency, effectiveness, impact and sudanability of the project. The Evaduation will assess the
achievements of the project agand its objectives induding a re-examingion of the reevance of
the objectives and of the project design. It will aso identify factors thet have facilitated or impeded
the achievement of the objectives. While a thorough review of the project design and
implementation is in itsdf very important in order to explan or judify project trends and/or
amendments, such an in-depth evdudion is ultimady an important tool for providing detaled
recommendations with regard to the current project and its outputs, and for capturing best practices
and lessons which can be used to structure and drive future initigtives
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The Evduaion places its emphass on results and ddivery, with reference to any measurable
indicators as defined within the Project Document or subsequent Annud Project Reviews/Project
Implementation Reviews. However, the evauation aso recognises that GEF Projects are, by nature,
dynamic and condantly evolving, and that this reguires flexibility and undersanding when
reviewing aproject in the context of its original objectives and intended outputs.

It is important to see the Evdudion not meredly as a monitoring process required by GEF but more
as the find opportunity to scrutinise and review what the project has achieved and learned. The
Evdudion is the indrument that helps dl paties to identify vaudble less;s, document successes
(and failures) and best practices (as well as those to be avoided). It provides closure to a project
while dlocating a degree of achievement, but it should dso identify any logicd next seps and
potentidly vaueble follow-up exercises. Of course, most importantly, it dso provides guidance for
smilar GEF project design and implementation in the future.

Further detalls regarding the Monitoring and Evauation requirements of UNDP/GEF and the
Objectives and Purpose of this Evduation can be found under the Terms of Reference for the
Evaduation (Annex 1). Annex Il provides a lig of the personsagencies/bodies interviewed during
the course of the evaluation. Annex |11 givesalist of the documents reviewed.

In looking a the achievements of any Project, it is necessary to review the Outputs againgt any
measureble indicators provided by various Project documents. This often reguires some levd of
raing or quantitative scoring. To this effect, the Evaduator has used a Semi-Quantitative
Assessment gpproach which aims to assess the actud achievements of the project up to the time of
completion agangt the anticipated achievements as defined in the Project Document and/or
APR/PIR.

This SQA agpproach assigns a scae of achievement for each output (based on the expected ddivery
and the success criteria for measuring that ddivery) This provides a ussful and quite accurate
guiddine to which components were completed, which were not, and what the resson may be for
any lack of ddivery. This is not intended to be an exercise in criticiam, but more importantly one
whereby vauable lessons and practices can be identified and captured both for the sske of the
current project and for future GEF projects.

This assessment uses a judgement of the percentage of achievement per activity or output against
the origind intention of the Project. To smooth-out the subjective nature of this gpproach, this
percentage is then converted to a scale from 1-5 whereby:

0-11 = Almogt No Delivery —The Prgect hes effectively falled in its objectives

1120 = Limited effective ddivery - generdly poor and unsudainable Project unlikdy to
have secured its objectives.

2130 = Bordeline — Some notable achievements and delivery in specific areas but weak in
others. Consderable additiona effort necessary to secure intended objectives,

3140 = Good, Effective Deivery — Mogt activities or outputs have deivered as expected.
Project has met mgority of its objectives and has produced benefits onsstent with
GEF operationd drategy. Project could have benefited from some changes in design
or redignment of priorities Some posshle aress of weskness that could be
srengthened through follow -up activities.

4150 = Excdlent Ddivery — All outputs ddivered as planned. Full stakeholder support.

Project undoubtedly successful and sugtainable.



The SQA scores for Project Ddivery, Management and Implementation are presented and
discussed at the end of each section.

Section 5 (Conclusions of Evaluation) of this report presents the SQA scores for the overall
objectives and components of the Project as defined both in the Project Document and subsequent
APR/PIRs, as wel as by the GEF criteria for Projects and discusses their implications. This
includes an extrapolated composite score for the Project Outputs and Activities.

This Evduaion was conducted during the February-March 2005. The Evaduator conducted
interviews and made observations in Bulgaria, Croatia and Sovakia as wdl as a UNIDO
Headquarters in Vienna, Audria This included fidd-trips to sdected enterprises in Croatia and
Sovakia as wdl as the opportunity to observe and ask questions a the find TEST Nationd
Dissemination Workshop in Sofia, Bulgaria Further follow-up consultations were carried out in the
3 weeks following the Evduaion Misson in order qudify anty concerns and to fine-tune the
Evduation report.

3. PROJECT BACKGROUND AND L ANDSCAPE

3.1. Objectives

Overall Project Objective and Description

The UNDP/GEF Pdlution Reduction Programme identified 130 mgor manufacturing enterprises
of concern (known as hot spots) within the Danube River Basin; a significant number of these were
contributing to transboundary pollution in the form of nutrients and/or perssent organic pollutants.
In spite of the environmental problems they were causing, there was a lack of convincing evidence
that it is possble to comply with environmentad norms while gill maintaining or perhges enhancing
their competitive podtion. This project set out to build capacity in exising ceaner production
inditutions in five Danubian countries to agoply the UNIDO progranme on Trander of
Environmentaly Sound Technology (TEST) a sdected pilot enterprises that were contributing to
transboundary pollution in the Danube River Basn and the Black Sea. The am of the assstance
was to bring these pilot enterprises into compliance with environmentad norms of the Danube River
Protection Convention while a the same time taking into account their needs to remain competitive
and to ded with the socid consequences of mgor technology upgrading. The enhanced inditutiona
capacity would then be available to assst other enterprises of concern in these countries as well as
other Danubian countries.

Development Objective—from the 2003 APR/PIR
To improve indudrid environmenta management by mgor indudrid enterprises in the
Danube River Badn, reaulting in Mgor reductions in pollutant loading and consequently
risk to the Danube River and Black Sea aguatic environments.
To build capacity in networks of nationd cleaner production inditutions to advise the
enterprises in the five participating countries on how to implement the TEST gpproach.

3.2. ugtification for the Project (Taken from the Project Dacument)

The Danube River Basin



The Danube River basin is the heartland of centrd Europe. The main river is 2,857 km long and
drains 817,000 sg. km induding dl of Hungary; most pats of Romania, Audria, Sovenia, Crodtia,
and Sovakiag and dgnificat pats of Bulgaia Gemany, the Czech Republic, Moldova and
Ukraine.  Teritories of FR Yugodavia, Bosnia and Herzegovina and smdl pats of Itdy,
Switzerland, Albania and Poland are adso incuded in the basn. The Danube River discharges into
theBlack Seathrough a ddtawhich isthe second largest natural wetland arealin Europe.

Water Quality Problemsin the Danube

The Transboundary Andyss (TDA) for the Danube River Basn (1999) identified the following
man problems that affect waer qudity use high load of nutrients and eutrophication;
contamination  with  hazardous  substances,  induding  oils  microbiologicd  contamination;
contamination with substances causing heterotrophic growth and oxygen depletion and competition
for avalable water. The human activities contributing Sgnificantly to these problems are human
settlements, agriculture and industry.

Industry, amospheric depogtion, efc. cause about 20-30 per cent of the problem of excessve
nitrogen and phosphorus in the Danube Basn.  Old-fashioned fetilizer factories are mgor
dischargers of nitrogen and their outdoor piles and lagoons of phosphor-gypsum are a specia case
of pollution by nutrients Even if production on these dtes is reduced or sopped, the gypsum
gores will continueto be serious pollution sourcesin the future.

Indusry and mining are responsble for most of the direct and indirect discharges of hazardous
substances into the Danube Basn. Depending on the type of indudry, the effluent might contain
heavy metds (andting, eectroplating, chlorine production, tanneries, metd processing, €ic),
organic micro-pollutants (pulp and peaper, chemicd, pharmeaceuticds, etc) or oil products and
olvents (mechine production, oil refineries, etc.). Mining activities result in drainage water from
the mines, run off from talings and from process water containing metals and sometimes organic
slvents Daa on loadings of hazardous pollutants are avalable from only a few individud
enterprises. Sewage isamain source of anmaiia

Organic maerids discharged by human settlements and industry consume avalable dissolved
oxygen. The impact is dependent on the totd load, the type of organic substances, the water
temperaure, the dilution capecity and the initid oxygen concentration of the recipient. Serious
oxygen defidencies are modt likdy to occur in dow -flowing and stagnant waters.  Downstream of
maor outlets the oxygen concentraion may drop bdow the levd that can support aguatic life
forms induding fish populations and render the receiving waters unsuitable for drinking waeter
supply and recregtion. Such gStuations are occurring in the Danube tributaries. for example, the Vit
River in Bulgaria is undble to support fish downdream of the city of Pevin, primaily due to
discharges from a sugar factory, and discharges from the pulp and paper factory in Pietra Neamt
have made one of the Sret tributaries unfit for most uses. The man dream of the Danube,
however, has a very large dilution and oxygen mixing cgpecity that enables it to cope with heavy
loads of organic materids.

Industrial Polluters

In the frame of the UNDP/GEF Pollution Reduction Programme (PRP) in 1998/1999, country
expert teams under the guidance of the respective country programme coordinators undertook a
new, comprehensve review of the sources of pollution and their effects in the Danube River Basin
and the Black Sea Each nationd team developed a nationd review for their respective countries
based on a common methodology. The results were then compiled and andysed a the regiond
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level in the TDA. Based on the TDA and the ICPDR Emisson Expert Group, 130 indudtrid
enterprises of concern (known as hat spots) were identified within the Danube River Basin.

The gpecifics of the transboundary pollution problems in the Danube River Basin and Black Sea
originating from the indudrid plants in the five countries sdected to paticipate in the TEST
programme can be brieflly summarized: Bulgaria — 8 plants contributing to nutrient loadings of 50
tonslyear or gregter; Croatia-- 3 plants contributing to nutrient loadings of 50 tons'year or gregter
and 2 plants with other pollutant loading affecting a SIA in a neghbouring country; Hungary -- 4
plants contributing to nutrient loadings of 50 tons'year or greater and 2 plants with other pollutant
loadings dfecting a SIA in a neghbouring country; Romania—-33 plants contributing to  nutrient
loadings of 50 tonsyer and 5 plants with other pollutant loadings affecting a SA in a
neighbouring country and Sovekia— 2 plants contributing to nutrient loadings of 50 tonslyear or
grester and 9 plants with other pollutant loadings affecting a SIA in a neighbouring country. Full
details are available in the UNDP UNIDO GEF Project Document.

The mgor polluting indwtrid  sub-sectors in terms of numbers of enterprises are food; peper,
chemicds, and iron. Together these four sub-sectors account for about 75 per cent of the mgor
indugtrid pollutant dischargers.

Thus despite the period of trangtion in most of Certrd and Eagtern Europe that has lead to serious
changes in the levd of indugrid and agriculturd activity, indudrid pollution ill remans a
sgnificant problem to be addressed by Danube Countries. Moreover, it can be expected that as
economies in the region recover and indudrid production incresses, indudrid pollution will dso
increase unless the source of pollution is adequately addressed.

3.3. Project Components and Outputs:

COMPONENT I. Institutional Strengthening

Objective: To set up naional focal points that would facilitate the transfer of ESTs to
industrial enterprisesin five Danubian countries

The firgd gep for successful implementation of the project is to srengthen nationd focd points thet
would facilitate the trandfer of ESTs to industrid enterprises in five Danubian countries. The focd
points will be working units within an dready edablished NCPC or PCC. Success under this
objective would be gdrengthened indtitutional cgpecity to apply the TEST gpproach. The availability
of the drengthened capacity would be measured in terms of the availability of trained nationd team
leaders and their deputies in the TEST gpproach, of operating information management systems
and of boards of advisors actively involved in enterprises selection and oversight of activities.

COMPONENT Il. ENTREPRISE DEMONSTRATIONS

Objective: To apply the TEST approach to at least twenty enterprises located in the Danube
River Basin

The outputs and activities under this objective are the core of the project. Under this objective
nationa teams will apply the TEST approach in the five countries in order to show 20 enterprises
that it is possble to comply with environmenta norms and 4ill remain or perhaps enhance their
competitive postions. Success under this objective would be enterprise gpplication of the TEST
approach, both individud components and of al seven components  Successful gpplication would
be messured in terms of at leest 15 out of the 20 paticipating enterprises applying the full TEST
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goproach to their operations and a larger number of firms goplying most of the seven components.
In addition, there should be sgnificant pollutant reduction (at leest 30 per cent) by a leest ten of the
20 enterprises and some pollutant reduction by the other ten enterprises a the end of the project.
Full compliance with environmenta norms will take additionad years because of the need to ingdl
the EST packages at the enterprises.

COMPONENT I11. Diffusion of Results

Objective: Thediffusion of experiencewith thetwenty pilot enterprisestoother enterprisesin
thefive participating countries and to other Danubian countries

The ultimate am of the project is to persuade other polluting enterprises in the Danube that nationa
inditutions are avalable and capable of assising them to devise cost effective plans for compliance
with environmentd norms.  Success under this objective would be wide spread awareness and
demand for the TEST goproach among the mgor indudrid enterprises causing pollution of the
Danube.

4. FINDINGSAND EVALUATION

4.1. Project Ddlivery

The ovedl objective of the Project was to build capadity in exiging deaner production inditutions
to aoply the UNIDO Trander of Environmentaly Sound Technology (TEST) procedure to
technology trander to 17 enterprises that ae contributing to transboundary pollution, and primarily
nutrients, in the Danube River Basin and the Black Sea.

Exiging CPCs were functiona within 3 of the Project countries (Croaia, Hungary and Slovekia) a
the dat of the Project. Other pertinent inditutions had to be identified for the other two countries
(Bulgaria and Romania). The inditutes initidly proposed a the nationd leve within these latter
two countries were found to be inappropriste once the project was under way and new counterpart
inditutes had to be identified. In the case of Romania this change was dmos immediate and did
not cause any sgnificant delays in project activities and delivery. In Bulgaria however, the Stuation
was much more complicaed and the project went through two ingppropriate counterpart
inditutions before findly identifying the necessary capacity and effective project ownership within
the Technicd Univergty of Sofia In this respect, a preparatory phase would have been hdpful (in
this case a PDF A which is the only option avalable for an MSP) during which the counterpart
inditutions could have been identified after working cdosdy with one or two nationd potentid
candidate inditutes as pat of the process of dakeholder involvement in project preparaion. This
would have dlowed the Executing Agency and Project Coordinator to ‘get to know' the inditutes
and persondities firs before committing the project to a particular counterpart. A more eongated
project preparation phase would have been possble with a Full GEF Project and raises the question
of whether a Full project would have been more appropriste to such a detalled multi-country
demongtration gpproach. Thiswill be discussed further.

The following statement from the Evdudion Terms of Reference provides some useful guidance
for the evauation process in this respect:

TEST Project | mplementation Strateqy
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The project implementation drategy has been adjusted during project implementation, as indicated
in the UNDP/GEF Project Implementation Report (PIRY) June 2003 (section 3) in order to reflect
country specific conditions and to achieve the project objectives in a timdy and cost-effective way.
By replacing the origind gephby-gep approach with the integrated approach, the revised TEST
project implementation draegy promotes synergies between different and  complementary
environmental management  tools  supporting  top management  decison-meking  processes  in
medium and long-term planning toward environmenta compliance and eco- efficiency.

The TEST integrated gpproach to industrid environmenta management developed by UNIDO, has
been dedgned to asig enterprises in the developing and trangtiond countries to effectively adopt
Environmentaly Sound Technology (EST). The application of the TEST integrated approach and
its tools leads to continuous improvement of the economic and environmenta profiles of
companies.

Theintegrated TEST gpproach is based on three basic principles:

Frg, it gives priority to the preventive gpproach of Cleaner Production (systematic preventive
actions based on pollution prevention techniques within the production process) and it consders
the trander of additionad technologies for pollution control (end-of-ppe) only after the cleaner
production solutions have been explored. This leads to a trander of technologies amed a
optimizing environmentdly and finanddly optimized dements trander of technologies a win-
win solution for both arees.

Second, the integrated TEST approach addresses the managerid aspects of  environmental
management as wedl as its technological aspects, by introducing tools like such as
Environmentd Management Sysem (EMS) and Environmental Management Accounting
(EMA).

Third, it puts environmenta management within the broader srategy of environmenta and

socid busness regponghiliies, by leading companies towards the adoption of sudtainable
enterprise strategies (SES).

The schematic diagram below shows the stages of the revised TEST implementation strategy .

! For additional details on the revised implementation strategy see the related PIR - June 2003
11
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Consequently, it should be noted that the origind Project Document had proposed to use a depwise
goproach to promoting EST, CP and an EMS. However, once the project started implementation,
the stakeholders discussed the actud merits of this goproach versus other options and agreed that a
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more integrated pardld development goproach was necessary rather than the intended A->B->C
serid gpproach

As a reault of these modifications, the project then redigned itsdf to build cgpacity and expertise
within the CPCs and rdaed inditutes to be able to ddiver this new integrated gpproach, and to
demondrate the approach through the project implementation and through the individud indudria
enterprise demondrations. The origind gpproach was defined within the Project Document as a
series of deps through the sdection, training and re-educaion process whereby the indudrid
enterprises either met the requirements of the project or dropped out of the demondretion. The
aigind TEST approach was expengve (requiring amog continuous assessment of many potentid
enterprises) and would not capture the invesment by GEF and the dakeholders efficiently. It
dlowed too many chances for enterprises to drop out or opt out of the demondration process even
once condderable time and invetment had been made in support of those enterprises. This
modification of the project gpproach was pragmatic and necessary paticulaly in view of the
shortage of avalable budget within the cordtraints of a GEF MSP. Furthermore, the stepwise
aoproach was technicaly inefficient. Ingtead, enterprises were pre-sdected on the bads of exigting,
published information. Once the enterprises redised tha they would dso need to contribute time,
financid and human resources to the project ams there was a naturd sdection process through
atrition and lack of ‘ownership’ for the project concepts and outcomes. In the end 17 enterprises
volunteered for the demongtration process.

The Project was effecivdy providing cgpacity building, traning and ddivery in the following
TEST tools (definitions derived from descriptions in ‘Increasing Productivity and Environmental
Performance: An Integrated Approach. Knowhow and experience from the UNIDO project -
Transfer of Environmentally Sound Technology (TEST) in the Danube river basin’ (Authors:
Roberta De Palma, Vladimir Dobes):

Cleaner Production (CP): The continuous gpplication of an integrated preventive environmenta
draegy applied to indugtrid processes, products and services to increese overdl efficiency and
reduce risk to humans and the environment. The process includes conservation of raw materids,
water and energy, the dimination of toxic and dangerous raw materids, and the reduction of the
quantity and toxicity of al emissons and wastes CP generates financid as well as environmentd
benefits by encouraging companies to use processes that are more productive and cost-effective.

Environmental Management System This is patly evolved from the Qudity Management
Sysems that are commonly developed within companies. It can be defined as that pat of the
overdl management sysem that includes the organised dructure,  planning  activities
repongbilities, practices, procedures, processes and resources for  developing, implementing,
achieving, reviewing and maintaining the environmenta policy. It should be an integrd pat of the
exiging management sysem and should be harmonised with any exiging qudity management
system in the company.

Environmental Management Accounting: Monetary EMA is a sub-sysem of environmenta
accounting that deds only with the financid impacts of a company’s environmenta performance. It
dlows management to better evauate the monetary aspects of products and prgects when making
busness decisons. EMA assgs busness managers in making capitd investment decisons, costing
determinations, processproduct design decisons, peformance evduaion and a host of other
forwarcHooking business decisons. As such, EMA has an intend company-levd function and
focus, as opposed to being a tool for reporting environmental costs to externd dakeholders. This
gives EMA the flexibility to teke into condderation the specid needs and conditions of the
company. EMA tends to focus more on materids enegy flow, and environmentd cost
condderations
13



Environmentally Sound Technology: This is a combination of best avalable techniques and best
avalable prectices. In mogt cases the introduction of good management practices done ae
inaufficient to solve a company’s environmentd problems and to bring it into compliance with
environmentd norms, or to gregly improve environmentad peformance. Investments in
technological changes or end-of -pipe solutions are aso usudly necessary. The concept of EST adso
builds on the concept of BAT (Best Avalable Practices) where ‘Best’ refers to best environmenta
performance while ‘avalableé refers to economic feashility as wdl as avalability of the
technology on the market.

Sugtainable Enterprise Strategy: The purpose of the SES is to assst management of the company
to tun the core draegic environmenta/socid success factors (as identified during the
implementation of the TEST agpproach) into formad peformance objectives digned with the
objectives of the company’s busness gdraegies (financid, marketing and operationd). This means
that the environmentad and socid objectives of the company are not ‘stand-done objectives, but
are connected to the other objectives of the company and ultimady contribute to achieving the
financid gods of the busness Integration of the added dimendons of environmentd and socid
congderations should therefore demondrate a clear competitive advantage within the business plan.

COMFAR: A Computer Modd for Feeshility Andyss and Reporting. This is a software tool
developed by UNIDO and intended as an ad in the andyss of investment projects. The program is
agoplicable for the andyds of investment in new projects, and for the expanson or rehabilitation of
exiging enterprises.

The @bove tools cannot, however, be treated in isolation and should be seen as a series of
overlgoping and even intewoven modules that can be plugged in or omitted depending on the
conditions prevaling within the company, and on the assessment and investment needs of that
company. The adopted procedure for TEST within each enterprise would be decided through the
Initid Review prior to initiation of the CPA, but dso through the outcomes and recommendations
o the CPA itsdf.

So, the procedure for building improved production linked to environmentally sound processes was
re-sructured prior to its implementation to be a more phased gpproach. Enterprises were now
expected to complete a logicd series of integrated activities before moving onto the next phase. For
example, the firg phase focussed on introducing management tools in support of cleaner production
and more environmentaly sound gpproaches, and demondrating ther use and vadue The next
phase addressed the need to change the technology through invesment in new technology where
appropriate, coupled with on-going changes to company policy and management through improved
avareness. The find phase was to ddiver the find outcome of the demondration package which
was the EST assessment linked into a business plan which effectivdly condituted a Sustainable
Enterprise Strategy (SES) for the company.

To this effect, the project itsdf acted now as an overdl demondration exercise for a new integrated
and phased gpproach to improving productivity while increesng environmenta performance and
for evolving an effect mechanism for the adoption of environmentad management accounting a the
industrid  enterprise level. This resulted in a set of concrete project outputs in the form of two
UNIDO-funded publications

1. Increasing Productivity and Environmenta Performance An Integrated Approach. Know-
how and experience from the UNIDO project “Transfer of Environmentaly Sound
Technology (TEST) in the Danube river basn” (Authors Roberta De Pdma, Vladimir
Dobes)
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2. Introducing Environmentad Management Accounting a Enterprise Levd. Methodology and
Case Studies from Centrd and Eastern Europe. (Authors. Roberta de Pdma, Maria
Cautora).

These two publications cary most of the pertinent informaion and explanation of the revisd
TEST process and methodology, how it should be applied, dong with a sdection of case dudies
which demongdrate its effective agpplication. This information has been shared with dl of the
countries of the Danube basn dong with the nationd TEST publications These nationd
publications identify achievements & each nationd enterprise by way of economic improvements,
reduced emissons and discharges, low rawv materid costs, and proposed longer-term TEST-related
invesments.

Undoubtedly the project has succeeded in its role of inditutiond dsrengthening and cgpecity
building as is discussed in further detall beow. All of the counterpat CPCs and inditutes have
received dgnificant traning in the TEST procedure both a the dedetop leve and through actud
experience in assiging the enterprises themsdves. At the end of the MSP this has Ieft dl of the
counterpart agencies in a drong podtion to provide a dgnificant leve of nationd and regiond
upport to industry in cleaner production assessment and techniques, environmentd systems and
environmental management accounting, right through the modular TEST process to the
identification of environmentdly sound technologies and the devdopment of longterm sudainable
enterprise  drategies. Of course, this capacity building has dso been edablished within the
enterprises that have served as demondrations. All of the enterprises now have a raised leved of
awareness and underganding of the TEST process and associated improvements, not only in
cleaner production, but dso in more cog-effective management of resources and wastes. Generdly
gpesking, the concepts demondrated to the enterprises by the TEST project have now become

adopted into company policy on a day-to-day bass

Furthermore, the overdl objective of demondrating reductions in discharges, and more efficient
ue of wae resources in indudrid processes, whild maintaning economic sudanability and
market compstitiveness has been clearly demondraied. There are ill many improvements that can
be made a the individud level of each enterprise that could improve discharge reductions and
waer use efficiency, but these are now mosily long-term changes in technology and will reguire
recongruction and consequent high investment cods. Serious condderation is necessary as to the
next geps in this regpect if GEF's investment to date is to be consolidated and improved. Within
the context of a Medium Sized Project the achievlements are considerable and noteworthy. It should
adso be noted that the TEST MSP went somewhat beyond its remit a a number of enterprises and
conddered the issue of energy efficiency and its implications to the Danube environment. This was
a logicd and senshble move as the concepts of energy efficiency dovetall well into the TEST
process and can dgnificantly effect both deaner production as well as the overdl cost-effective
nature of a company’s sugtainable enterprise strategy.

The diffuson of results has been somewhat less successful a the regiond levd, dthough some
ggnificant deps have been teken a the naiond levd. Clearly each country has undertaken
dissamination ectivities and there has been a least one regiond dissemination exercise but there is
a need for a more effective replication and transfer mechanisn for lessons and best practices.
However, this should be seen in the context of financid condraints imposed on the project by the
desgn and moddity and does not deter from the ggnificat achievements made in the
implementation of the TEST demondrations. This is discussed further under the reevant sections
below.

4.1.1 Outputsand Activities
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Component 1: Institutional Strengthening. Component Outcome - Establishment of Tes Foca
Points in each Country

TEST Nationd Focad Points were effectively edablished for each country ether within Nationd
Cleaner Production Centres or in other rdevant Pollution Control CentredInditutes. Three
countries had existing CPCs (Croatia, Hungary and Sovakia).

In Romania, there was a CPC which had been established by USAID. However, the Executing
Agency and Project Management had no knowledge of their cepacity and skills The Project
decided to review seved possble candidae indituions and findly settled with ECOIND
(Industrid  Ecology Inditute) which was conddered to be best suited to the requirements of a
National Counterpart Ingtitute and had some of the necessary expertise areedy in place.

In Bulgaria, the project had an unfortunate dat as the origind counterpat proved to be
ingopropriate and had to be replaced. This regrettable Stuation was repested a second time until the
Executing Agency and the Project Coordinator managed to identify an efficient source of expertise
(both for a nationd counterpart person and for other technical support to the Project) within the
Technicd Universty of Sofia This caused a delay for Bulgaria of around one year as far a project
implementation was concerned.

One leson that can be captured here is the need for a more careful and drawnout process of
sdection of nationd counterparts. In hinddght, a period of preparatory Sakeholder input and
assessment (such as a PDF phase of severd months) would have been advantageous. This raises a
concern as to whether the MSP (GEF Medium Size Project) modality was appropriate to a regiona
project of this nature. Although intended as a ‘fast-track’ mechanism for releesng GEF funds more
efficiently, the MSP moddity has two drawbacks that are rdlevant to the TEST project. One is the
finandd limitation (with a celing of $1 million in GEF funds). The other is the lack of a prolonged
PDF B phase (MSPs may only access PDF A preparatory funding). This later concern was
somewhat academic in the case of the TEST project as the MSP actudly underwent no forma PDF
phase. This concern regarding the MSP moddlity is discussed further under the section on Project
Design below.

In the find andyds strong project management and the sdection (ultimately) of gppropriate and
committed nationd counterpat personnd and inditutions adlowed the TEST Project to implement
an dfective programme of capacity building and training for the TEST process which remans
firmly embedded within those personnd and inditutions a the closure of the project, and can be
Seen as a nationd and regiond asset for further promotion and replication of the TEST process. The
Counterpart indtitutions have dready demondrated ther ability (as well as market demand) to sl
their new expertise and services. A number of the CPCs have dready been gpproached by both the
origind demondration enterprises and those outsde of the project to provide further assstance
which the companies are prepared to pay for themsdves. Also, a srong levd of networking hes
been devdoped between the nationd counterpat agencies, with countries providing Specid
expatise to esch other and assding each other in the devdopment of further TEST-related
initiatives. Examples of this indude cbse cooperation between Sovakia and Bulgaria, Hungarian
assgance and funding towards a Croatian project initiive for joint implementaion and
dissemination of an Environmentd Management Accounting module, and asssance beyond the
TEST countries to non-TEST Danubian partners. The CPC's themsdves saw this as a very
effective and important result of the TEST project. Although UNIDO has established such a CPC
network in principle, this was the firg time that the CPCs saw it work in action. They were very
complimentary regarding the training and the coordination meetings associated  with  this
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networking process. Capacity building is discussed in further detall beow under the rdevant
section of this report.

The lack of a forma information management system was noted as this was an origind output cited
in the Project Document for this Component. However, the project did have an active webste thet
provided ussful information but this could have been improved with links to ICPDR and other
TEST-rdaed initiatives. 1t was noticesble that there were adso no direct links back from the ICPDR
website to TEST.

TABLE 1. SOQA SCORES FOR COMPONENT 1 DELIVERY
. I . . ] %ge
COMPONENT 1: Institutional Strengthening Verifiable Indicators .
Delivery
ITEST Foca Point and count erpart institute identified and All 5 Counterpart Institutes engaged
initiated and actively delivering TEST products
100
IAdoption of TEST Advisory Board IABs functional with at least 2 meetings
per year 100
[Training of TEST Counterpart Team and Consultants in TEST Intended Number of trainees = 50.
procedures Actual = 90. Intended number of man-
days of training =300. Actual = 369
100
Information Management System and networking established Internet linkages to relevant databases
(including EU, ICPDR, etc). Effective
networking established between
CPCs/Institutes and Coordinator and
active sharing of lessons and
expertise between all parties 80
Total for Component 95

Table 1 shows the dlocated SQA score for Component 1 delivery as being 95 which is equivdent
to arding of 4.75 — Excellent Delivery. All outputs have been fully successful and have achieved
maximum or very high SQAs. The Information Management System has ddivered effectively as
far as the establishment of networks between the CPCg/Ingtitutes and the project is concerned. A
subgantid number of Internet linkages have been identified, and the sharing of lessons and
expertise has been very effective. The only missng activity indicator is internet linkage to ICPDR
and the Danube Regiona Programme which would have been vauable. The Component has met its
man objectives (inditutiond drengthening, traning of counterparts, etablishment of Advisory
Boards, networking and sharing of information, etc) very successtully.

Component 2: Enterprise Demonstrations. Component Outcome - Application of the TEST
Procedure at Demonstration Enterprises within Danube River Basin.

Under the Project Document it had origindly been intended to goply TEST to a totd of 20
enterprises. However, in the find andyds 17 projects were sdected as being suitable and vigble
and, in view of the time-condraints imposed by the GEF MSP moddity, it was decided to move
ahead with these 17. This is not condrued as a shortfal or falure on the pat of the Project as the
overdl concept of enteprise sdection necesstaes  dimination  of nonvigble  companies.
Furthermore, there was no red bads or judification given within the Project Document for the
sdection of 20 companies and this was presumably an arbitrary figures based on 4 demondrations
per country. It should dso be noted that in Sovakia (the only one of the five participaing countries
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to have only two sdected enterprises) the officid number of hotspots a the dart of the project
(2001) wes hdf of the origind number included in the SAP (1997). As is discussed later, many of
the hotspots identified by the origind SAP were no longer rdevat or in exisgence by the time the
TEST project came to implementation. This dtuaion inevitably affected the enterprise sdection
process in some countries, and was unsurprisngly most evident in those countries that first joined
the EU (i.e. Sovakia and Hungary).

The criteria for sdecting the enterprises, dong with some of the inherent problems in the sdection
process, were clearly defined in the 2003 APR/PIR asfollows:

Selection of enterprises was a difficult step due to the fact that the participating countries are
characterized by lack of enforcement of environmental |egislation and by limited under standing
of environmental concerns. Financial viability of companies was not easy to assess on a
preliminary basis, dueto lack of reliable data. Moreover many companies do not have formal
mediumlong term strategies, which further complicated the identification of focus areas for
project implementation. Thisis a common situation in transition economies where companies
are rushing to produce what isrequested; and their focus on near-termsurvival may overcome
that of building a medium-long-term strategy.

In order to properly select the participating enterprises, local counterparts, in cooperation with
the UNIDO project manager, had to identify the right combination of tools for marketing the
project concept to local enterprisestrying, on the one hand, to present the expected benefits for
the company and at the same time clarifying the level of commitment and necessary internal
resour ces. Being a hot spot was never sufficient reason for acompany tojointhe project and as
it happened in several cases, not all hot spots were suitable for the TEST project (most of the
hot spot companies are in very difficult financial circumstances at the moment). Nevertheless
given the difficult situation and the lack of enforcement of environmental legislation, the
required number of enterprises was successfully identified. It seems then that economic drivers
are much stronger then the environmental ones and are pushing companiesin the direction of
improving the efficiency of their operations and in acquiring EMS certification.

The 2003 APR/PIR recognises that gppropriste marketing tools need to be used to properly sdlect
the demondration indudrid enterprises. The APR/PIR dso notes that medium to large sSze
enterprises fitted the TEST project requirements best (smadler enterprises generdly do not have the
human resources necessary to successfully implement TEST procedures), and that the criteria for
sdection of the most representative enterprises rdated to their willingness to cooperate, dong with
the influence of regulators, market and community pressures. The Advisory Boards adopted
guiddines on which enterprises should be consdered for invitaion to teke pat in TEST.
Discussons were hed with rdevant government agencies to ensure the shortligt included the best

companies for the demondrations and to ensure that every company had been consdered and
reviewed.

It is important to note that the changes in the TEST process itsdf resulted in dterdtions to the
procedure for CPA and TEST assessment. It has already been mentioned earlier that the project
revised the TEST implementation process in the early stages based on discusson and gpprovad with
dl naionad counterparts and Advisory Boards. This led to a more modular approach to TEST using
an integrated gpproach to assessment and management rather than a stepwise gpproach as had been
initidly proposed in the Project Document. The origind stepby-step gpproach was considered to
be too liner and timeconsuming (as well as generdised and inflexible) with more opportunities
for enterprises to fal out of the process dong the way. The modular, integraied gpproach dlowed
TEST to be finetuned for the needs of each enterprise It dso included the addition of the
Environmentd Management Accounting concept, which al of the counterpart teams and agencies
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were grongly in favour of adopting into the TEST gpproach. One noticegble effect that this new
goproach had was to dter the emphasis on and within the Sudtaindble Enterprise Strategy. The
origind idea of the SES wes to include the business plan for the EST investments (the main output
from the EST assessment), a socid action plan, and a negotiated compliance scheme based on the
implementation of the EST solution identified. The EST assessment is the criticdl component of the
SES. However, it became dear during project implementation that the other two components of the
SES (the socid plan and compliance scheme) were not feasible for certain companies.

The socid action plan was not dways agpplicable snce @ the new technology did not necessily
imply any redundancy of workers and b) some companies were dready undergoing severe
downgzing as a result of the trangtiond dynamics and associated economics Symptomatic within
the CEE (new owners divison of companies, etc). The companies were therefore deding with
these issues on alarger and more generd leve with loca Iabour unions.

The environmentd compliance plan was dready subject to a well-established mechanism for
negotiation between the companies and the locad environmentd ingpectorates on an annud basis

S0, based on these consderations the SES concept was refocused and broadened so that the new
SES tool included eements of drategic management (as well as the EST business plan). This new
SES strategy was implemented in 10 of the 17 enterprises. It was not possible to gpply SES to dl of
the enterprises. The main reasons for excluson included & companies with public ownership where
it was difficult to address top management directly b) lack of a formd business plan c¢) lack of
interest by top management, often due to on-going redructuring of the company and its assets, and
d) limited resources and time-condraints within the Project. However, it is important to note thet
while the SES tool was re-focused, the business plan for the EST investments (the most important
part of the origind SES concept) wasimplemented in dl companies.

In effect, this modification of the process gave a much dronger emphess to identification and
adoption of Ervironmentdly Sound Technologies rather than to the concept of Sudaindble
Enterprise Strategy as an end-product of the GEF project. SES was now seen as more of a logica
next sep, and in the company’'s interests as a concluson to TEST in order to capture the cost-
effective components of the TEST process. All of the enterprises went through the modular
process, and EST options were developed for dl 17 enterprises. This is an important change from
the origind Project outputs as it presents a proactive and conceptua dteration of the TEST process.
This modification is explained and judtified within the 2003 APR/PIR and was dearly supported by
dl dakeholders. It does have catan implications for the Evaduation in that some origind indicators
needed to be revised dso. This requirement for revised indicators is not dearly captured in ather
the 2003 or 2004 APR/PIR dthough it is to some extent implied within the text. The need to
address this oversight in the APR/PIR format is discussed further under the section on Monitoring
and Evaluation.

The concrete ddivery from this component were the various options for cleaner production and for
environmentaly sound technologies. These were referred to as Type A, B and C options and these
can be defined as follows:

Type A options: Good management practices and process optimisation — no cost or low cogt.

Type B options: Introduction of cleaner technologies — low cost and short-term payback period

Type C options: Larger-scde enwironmentdly sound technologies — high cos and long-term
payback period.

A good example of how the TEST process was implemented for Croatia is given below under 4.1.3
National Delivery — The Demonstrations.
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The Project peformed extremdy well as far as the demondration of the TEST process is
concerned. Despite some shortcomings in the sdlection process (rdlated more to project design and
time congrant), dl of the enterprises identified vauable CP and EST options, and nearly dl of
them implemented a dgnificant number of these, with a clear intention to implement more as and
when invesment funding becomes available,

TABLE 2: SOQA SCORES FOR COMPONENT 2 DELIVERY

%ge

COMPONENT 2: Enterprise Demonstrations Verifiable Indicators X
Delivery

Selection of enterprises and viability assessment Original intention to select 20
enterprises. Actual selection of 17. 80

Training of the Test Teamsin enterprisesin TEST procedures intended number of enterprise staff
trained = 500. Actual = 622. Intended
man-days of training = 1500. Actual =
1673

IApplication of the TEST procedures at selected enterprises ITEST modules selected and
implemented at each enterprise. All 17
enterprises undertaken at least IR,
CPA and EST. EMA and EMS at
selected enterprises.

100

100

I dentification of Type A, B and C improvements Type A,B and C options specified
through CPA and TEST process,
approved by enterprises and included

in Action Plan 100

Implementation of Type A options for improvements One or more CP/Housekeeping
measures adopted per enterprise 100

/Adoption/implementation of Type B options for improvement One or more Type B low -cost, early
payback small investments made for
CPA and EST per enterprise

100

IAdoption of Type C options for improvement Type C high-cost, longer payback
measures adopted by company as
part of business strategy, and
investment being actively sort (or, in
some cases, under implementation)

100

Noticesble improvement to identified environmenta threat at Measurable reduction in discharge
eech enterprise. \volume and/or toxicity, water usage, or
general waste production for each
enterprise

70
'Total for Component 94

Table 2 Shows the SQA scores for this Component. Delivery of outputs has been very high,
equivdent to a rating of 4.5 — Excellent Delivery. There could have been improvements in the
enterprise selection process to ensure that CPA and EST options were directly addressng W
concerns a the leve of water pollution, water use efficiency and wastewater management. It is fair
to remember that for the Project Management process, two of the preconditions for enterprise
section were A) Ther financid viability and sugtainability and B) Ther voluntary commitment to
the project. This suggests that the sdection procedures should have been more clearly defined in
the project desgn. Although the actudly ddivery on the TEST procedure & most enterprises was
commendable, these did not aways address red thrests a the river basn levd. This is further
reflected in the output addressng improvements to identified environmentd threats. Furthermore,
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there is a need for each enterprise to kegp more detalled records of improvements, reductions in
pollution and weste discharges, toxicity levels, etc if the data presented to the Project is to be fully
credible. Otherwise, the training of the in-house TEST teams, the application of the TEST
procedures, and the identification and adoption of Type A-C improvements has been remarkable
within the congtraints of the time period for the project.

Component 3: Diffusion of Results. Component Outcome - Disseminating Results to other
Enterprises and Countries.

The primary objective of this component was to raise awareness among other indudrid enterprises
in the Danube region regarding the TEST process, and to further ensure that they were aware of the
presence of nationd inditutions that could assst them in using the process to develop cog-effective
busness plans and Sudanable Enterprise Strategies that would help them to comply with new
environmenta directives and regulations.

To this end, every country hosted a Nationd Dissemination Seminar to which a least 10 indugtrid
companies were invited to review the results of TEST in the Demondration enterprises.
Furthermore, in certain countries some of the enterprises that atended these seminars and showed a
drong interes were given a demondration two-day inplant assessment (4 in Romania and 3 in
Croatia). A regiona seminar was dso organised in cooperation with ICPDR, and the results of the
TEST Project were disseminated at the retiond level through many different conference and
workshops.

UNIDO supported the didgribution of TEST methodologies and result through the development of
two publicaions on ‘Increesng Productivity and Environmentd Performance and  on
‘Environmenta M anagement Accounting’ (as discussed above under Project Delivery). A project
web-page has aso been created by UNIDO where the two publications can be downloaded for free
(Wwww.unido.org/doc/26190).

The origind Project Design had intended that teams in 4 other Danube countries would be trained
in usng the TEST Approach. This was successful in one country (Bosnia) but proved unfeasible for
other countries due to a generd lack of project resources dong with the difficulties in identifying
nationa counterparts as there are no CP inditutions within the remaining countries of the Danube.
It should be noted that the activities undertaken in Bosnia rdaing to this component went much
further than was proposed or intended in the origind Project Document. As wdl as the workshop
held in Bosnia which incduded the paticipation of severd companies and nationd inditutions, a
full project document for the replication of TEST in Bosnia was prepared by UNIDO in
cooperation with the CP centre of Croatia, and the Centre for Sustainable Development (CESD) in
Sagevo. This project proposd is currently with UNDP for review and funding is being actively
sought to support its implementation.  In redlity, and condgdering he condraints of funding and lack
of effective inditutiona capacity, it would seem that the Project Design has been somewhat
ambitious and optimigic in this regpect. A more dructured and planned agpproach to building
further capacity for TEST within the other Danube countries would have been appropriate, and
amog certainly beyond the financid and time congtraints of an MSP of this nature.

This Component is the wesker of the 3 project components in that a lot more trandfer of
information, lessons and practices could have been done and a more effective replication process
initiated. However, the Evaduator is inclined to see this as a fault in the project design coupled to
the condraints of inadequate funding, and not as a management or implementation fault as such. So
much was achieved in the rddively short project lifecyde that shortfdls in this component should
not be dlowed to cloud these achievements. Having sad that, there is a risk in loang GEF's
investment here if the lessons and practices are not captured and if the TEST demondretion is not
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replicated effectively throughout the Danube region. This will be the subject of further discusson
under Conclusions and Recommendations.

TABLE 3 SQA SCORES FOR COMPONENT 3 DELIVERY
. . . . %ge
COMPONENT 3: Diffusion of Results Verifiable Indicators X
Delivery
Nationa Dissemination Seminarsto share results Dissemination seminars completed for
all 5 TEST Project countries. National
reports published 100
ITEST training materias and case sudies Test Manual and Case Studies
published and disseminated 100
Introduction of TEST approach to 25 other enterprisesin 5 Other (non-demonstration) enterprises
[TEST participating countries engaging the CPCs and Institutes to
undertake TEST process
40
Regiona dissemination to other Danube countries Regional Workshop/seminar (e.g. on
BAT, Industrial Pollution Control,
TEST processes) plus dissemination
of published materials to relevant
institutes in other DRB countries
80
Introduction of TEST approach to other enterprisesin Danube [Teams from other Danube countries
River Basn trained in TEST approach 35
Component Total 71

Table 3 presents the SQA scores for Component 3 which is equivdent to a rating of 3.5 which is
within the Good, Effective Delivery category. Dissemination at the netiond level has been good as
fa as shaing the results of the enterprise demondrations with the nationd <takeholders is
concerned. This component has been wesker on ddivery than the other 2 components in that a lot
more was expected and intended as far as the trandfer of results and lessons and the replication of
the TEST process. The two publications relating to the TEST process are comprehendve and
vauable but there is gill a need for a summary report for the entire project which captures dl of the
lessons from the 17 enterprises as an overdl case sudy for TEST. Also, there is Hill a need to
disseminate the overdl success and value of the TEST process to more enterprises within the
prqect Countries. The origind Project Document Output identifies the following activities:

Hold regiond seminar for nine countries (including the five participaing countries) to

present results and determine  interest/cgpacity  building needs for undertaking TEST

programme in other Darubian countries. This has been achieved through the ICPDR two

day regiona workshop.

Prepare requests for technical assigtance as needed (this has been done in the case of

Bosnia).

Less has been achieved a the levd of those Danube countries outsde of the project. The Project
Document had intended the following activities to occur:

Identify teem members in four other countries with input from country programme
coordinators, NCPC/PPC, UNIDO nationd foca points and UNIDO saff. This was
achieved in Bogiia
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Hold one week training course on TEST approach using sdected nationd experts from the

five participating countries. Croatian CPC experts undertook this training in Bosnia

Maich one team from each participating country with new team from another country.

Misson to each country to advise on enterprise sdection and application of TEST approach.

The Project Coordinator confirmed that this had been addressed during the ICPDR

workshop.

Provide limited technicd advice as requested by new teams from the teams in the five

participating countries.
It is the opinion of the Evaduator that this Component was somewha optimisic within the
timeframe and funding of the origind project desgn, and in view of the need to complete TEST
procedures at 17 enterprises firsd before the lessons and best practices could be consolidated into
results for dissemination and training. To this effect, a somewhat lower score and rating for this
component is a reflection of over-ambitious project design rather than an implied criticism of
project management and implementation, or of dakeholder commitment and effort. This is
reflected in the rating which falls just within Good, Effective Delivery rather than Borderline.

The accumulative SQA score for the Project Outputs and Activities comes to 87.6% or a rating
eguivaent of 4.5 which amountsto Excellent Delivery for the Outputs and Activities.

4.1.2. National Delivery — The Demonstrations

The Evduator vidted three of the 5 countries involved in the TEST Project. Sdlected stakeholders
from the other two countries were asked to respond to a questionnaire (see Annex 1V). The
following descriptions and comments rdate to the enterprises in the 3 countries visted during the
misson:

BULGARIA:

There were 3 demondration enterprises sdected for Bulgaria, in dcohol production, fish processng
and textile production. The primary incentive for the acohol production enterprise was the demand
from government to clean up their wastewater discharge which has been a cause of concern for
some 25 years. The other two enterprises were conscious of the need to get 1SO 14000 accreditation
as Bulgaria expects to Sgn the pre-accession agreement to the EU in early 2007.

In Bulgaria, the project had a poor dart due to sdection of an ingppropriate counterpart. The project
only dated to ddivery effectivedly when the Technicd Universty of Sofia was sdected as the
counterpart. This inditute was chosen because of its daff capabilities and expertise in industrid
production and engineering. The evduator was unable to vigt any of the enterprises in Bulgaria but
did manage to dtend the find dissemination workshop where presentations were given on each
enterprise, and was then able to meet with company representatives. The Evauator aso spokein
detail with the National Counterpart teeam a the Technical University.

The sdection of the companies followed a stepby-step approach. In the firgt place the project was
advertised among the locd indudries in order to illudtrate the main objective, the methodology, as
well as the expected benefits and the requirements for participatiion. Secondly, enterprises thet
expressed an interest were contacted and visited by the locad counterpart. During these vigits a more
detailed explangtion waes given of the TEST Project targets, objectives and expected results.
Findly, enterprisess were sdected on the bass of ther finandd vidbility, magnitude of
environmenta problems and management commitmen.
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The Counterpart Inditute decided to include energy efficiency and energy auditing into the TEST
process as they had a recognised level of expertise in that field. The Inditute staff received severd
seminars from outside experts who explained the process of CPA, EST, EMA and SES, ec and
provided generd technical assisance and training. The teams from each of the enterprises were
introduced and mixed with each other to exchange ideas and share thoughts. For the EMS module
(carried out at the textile plant) they had assstance from the CPC in Sovakia and for the EMA they
were assisted by the Hungarian CPC experts.

Zaharnia Zavodi AD, a sugar and dcohol production company, caried out al of the TEST modules
except the Environmenta Management System module. The company was established in 1913 and
is the bhiggest sugar and dcohol production company in Bulgaia Prior to their involvement in the
TEST Project they were unable to sdl ther dcohol products throughout Europe due to qudlity
condraints. Furthermore, they had been threatened with closure by the government unless they
cleaned up their waste discharges. The TEST Project was therefore a very timely piece of
assgance for them and the atention within the TEST project was concentrated on the acohol
production unit which had the grestest environmental problems. The main waste from the process
was the dop from the beer production which was discharged directly into the river, plus liquid
wadtes from the didillation process The energy (thermd) losses were found to be enormous,
especid from the dop and the cooling water. These losses were dso going directly into the river.
The Company had no recyding for cooling water, which aso went directly into the river.

Through the CP Assessment it was possble to identify the am of the TEST process a this
enterprises as @ a decreases in organic pollution though reduction of the dop water flow and its
high COD load in to the Yantra river, b) reduction in therma pollution and re-use of wasted heat
energy, ) reduction of water losses through re-cyding and re-use of cooling water. Various options
to cdean up the discharge process were dudied including thermd, membrane, biologicd and
combined processes.

The EST Assessment looked a the investment plans and priorities of the company and its owners,
taking into consderation the results and recommendations from the CPA. This led the EST to focus
on changes to raw maerids dong with appropriate changes in pure dcohol production technology.
As a consequence the project identified a viable option for the reduction of organic pollution as
being the replacement of molasses with grain in the dcohol production process. As a consequence
of the TEST project, the company made a decison to change from sugar-based to cered-based
doohol production which reduced the chemicd oxygen demand in the dop and produced a much
higher qudity of dcoholic product. These changes dso creste a vaue-added by-product, as the dop
could now be used as animd feed. The water used in the process is dso recyclable. Step by sep the
company has gradudly introduced these more cod-effective and environmentaly gppropricte
changes in process and technology, and is looking for funding to make further improvements. The
tota cogt for the modifications and recondruction are estimaed to be around $6 million (As of
2003). The company is hoping to introduce more TEST approaches. They have 6 such plants in
totd and are planning to build the TEST process into their new congtruction plans.

The EMA process underteken & Zaharnia Zavodi AD, was of congderable vaue to the company
and as a demondration of hidden losses. Prior to the project, the non-product output (NPO) costs
(effectivdly the cost to the company to produce waste products) were not consdered by the
company in ther environmentd and financid auditing. In redity, having identified these cods it is
their magnitude and the enormous losses to the company of these ‘hidden’ production costs which
ae the grestedt incentives to improvement in cleaner production and dimination of wage by-
products. Thisis discussed further below under the dissemination workshop results.
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Another enterprises, Slavianka JSC was edablished in 1948 and is one of the biggest fish
processng companies in Bulgaria and is Stuated in the town of Bourgas. The production process is
divided into derilistion and metd packaging. The derilisation depatment is equipped with a
production line for the processng of frozen and fresh fish. A second depatment provides the
necessary metal cans for packagng. The seam boiler house, providing the seam for the production
processes, and the wastewater trestment indalation are dso part of the facilities. The equipment in
al sections is old and needs replacing and modernisng in order to reduce the energy expenses and
to meet the growing requirements related to the trestment of organic maiter in the wastewater.
Savianka dso followed dl of the TEST procedures except the EMS. This helped them to identify
the extent of ther pollution problems. The man problem was fish waste from cleaning, washing
and defroding, as wdl as the deaning of the packing cans dong with an excessvdy high
consumption of water and energy. The development of the CP and Energy Efficiency opportunities
under the TEST Project therefore focused on three main directions @) water consumption and
rdlated wastewater flows, b) reduction of pollution load and the volume of effluent generated, and
C) improvement of energy efficiency.

The CPA a Savianka gave rise to two specific requrements 1. the need for a new de-frogting
mechanism and technology ( a mgor source of wastewater pollution) and 2. The need for a more
efficient energy production unit and boiler house for seam production.  The most sgnificant CP
measure that has dreedy been implemented is the inddlation of the new defroster (a type C
option). This has reduced the eectricity, water and steam consumption significantly (the last two by
60%), which has ds0 led to a decrease in the wastewater from the defrogting process. It is
important to note that before TEST they had no idea how big their waste problem was. After TEST
they had religble figures as well as options for mitigation.

The EST Asessment for Savianka focused on the recondruction and modernisation of te basc
production line. Some innovative solutions were used to adapt the old equipment to decresse its
environmenta impact. The company is conddering the condruction of a new boiler house with up-
to-date equipment and greater energy efficiency. Implementation of this measure will give a
ggnificant reduction in hazardous emissons, a reduction in trander heat losses and reduced fud
consumption.

The third enterprise sdected in Bulgaria was the textile industry, Yuta JSC, which was established
in 1929 and specidisad in nontwoven textiles. The company uses a large number of technologica
methods for textile production. The TEST project concentrated on three production lines 1) thermo-
bonding of nonwoven materid, 20 adhesve bonded non-woven materids, and 3) anti-dust masks.
The three didinct processes with this area of textile production included therma bonding, adhesve
bonding and cutting. These processes produce various types of wagte including textile fibres with
adhesve bonding subgtance, waste from cleaning of vessdls and other various water discharges to
do with deaning, cooling and chemicd production. The man environmenta impacts associated
with the production of nonwoven materids a Yuta JSC are the solid wastes and wastewater
discharges. Thelr biggest problem is latex waste which has been traditiondly discharged into the
river. Furthermore, the energy audit of the energy facility reveded sSgnificant losses of heat and
dectricity resulting from boiler house operations, the didribution pipdines and the equipment in
the production units.

The CP Assessment sat as its gods @) the reduction of solid wastes leaving the plant, b) the
reduction of wastewater released into the Russenski Lom river, €) an increase in energy efficiency
in the genearation and didtribution of heat and dectricity, d) reduction in emissons for the boiler
house, and €) an overdl increase in operationd efficiency.
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The EST Assessment identified four EST modifications, two related to materid flows (a new
rolling system and a new waste press) and two related to energy conservation measures (a new de-
aerator and a new steam hoiler). The new ‘S shaped ralling system that reduced solid waste in the
production line was implemented in 2003. The rest were dl beng conddered for a more detaled
assessment incduding technologica gppraisal and codts evauation.

Under the EMA module, the following goals were set at YUTA JSC:
Training in the fid of management accounting
Deveopment and implementation of asmplified EMA system
Training for invesment project gopraisd (induding environmenta projects)
Integration of Discounted Cash Flow project gppraisd tools into the management practices

of the company dong with onsSte consultancy assistance for the agppraisd of proposed
environmenta investments

As the vdue of the non-product output was the main environmental cost of the enterprise, the effort
of the consultants was directed toward identification and proper cdculaion of these cogs. As with
the doohd production factory, it was dear tha reduction in non-product costs was the primary
incentive for CP and EST improvements.

The EMS module was introduced in Yuta JSC for the entire company and was integrated with the
exiging QMS (Qudity Management System). The results of the development of the EMS system
can be summarised as follows:
All dements of an EMS were developed and many of the procedures and ingtruction were
amended and extended from the ones available in the existing QMS
Environmenta policy was deve oped, goproved and digtributed
EMS training was provided for top management, internd auditors and a certain number of
other relevant employees
A regiser of legd and other requirements was filled in accordance with a newly developed
procedure
A new procedure for interna and externa exchange of information was devel oped

The integration of the CP and EMS modules was an important part of the demondration of the
TEST Project. CP was viewed as an integra component of EMS and the CP action plan as part of
the EMS. While EMS tended to focus on legd compliance however, CP went further than that and
added efficiency and substance to the environmentd performance of the enterprisee.  EMS added
vaue by putting forma proceduresin place for continua impr ovement and sustainability.

So, this company undertook al of the TEST procedures including completion of the EMS. This
decison was made based on the fact that this was the only company out of the 3 sdected Bulgarian
enterprises that dready had 1SO 9000 Quadlity certification and therefore had a quality management
drategy in place dready. The EMS was integrated into the company’s exiding procedures for
quaity management. The company is now awaiting further auditing and certification. The company
wants to integrate the qudity, environment and hedth/ssfety certifications (as a cos-saving
exercise) and get dl ISO cetifications a once. This is expected to happen later in 2005. It was
mentioned to the Evaduaor that cross-communications within the company and between the
Quality Control and the EMS teams could have been better.

All of the Bulgarian demondration enterprises have made ggnificant improvements under type A,
B and C. Savianka (Fish processng plant) has undertaken dl type A, B and C improvements,
while Zahani Zavodi (alcohol production) has achieved dl type A, most type B and 1of 3 proposed
type C improvements. Y uta (the textile factory) has undertaken most A, al of B and 50% of type C.
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The experts a the Universty fed tha the whole TEST process and the project implementation has
been enormoudy educationd for dl involved. They have dl ganed new and vaduable knowledge
and have devdoped a network of colleegues and conaultants within the region which they will
maintain ard build on.

One recommendation from the Bulgarian CP team was the need for an end-of-pipe technology and
methodology manua. TEST does not redly address the need for end-d-pipe technology, yet
sometimes end-of -pipe solutions are the only practicad ones both from the point-of-view of cost but
adso because the pollutant cannot be removed anywhere else within the process. An example where
this gpplies is in the case of cod. Bulgarian cod is high in sulphur content and the only options for
reducing pollution emissons is to ded with the actud flue gases (end-df-pipe). Bulgaria cannot
aford to ignore its own cod resources in preference to imported cod but there is no way of
reducing the sulphur content and end-of -pipe technology is the only solution. So, they would like to
see Best Avalable Technology (BAT) options for end-of-pipe treatment included under TEST.
They dso wanted to emphasse that companies need independent and impartia advice on any
TEST products. Commercid companies with innovative techniques will dways mantan tha ther
product is the best. The companies need a source of reiable advice which is where the CPCs and
dmilar inditutes have another important role to play.

The Team a the Universty adso noted that the only way the TEST process would get implemented
in the region was in direct response to the EU directives and IPPC (Integrated Pollution Prevention
and Control) requirements. Pendties for wadtewater discharges are far too smdl to act as a
disncentive (it is chegper to pay the pendty than to change the process). In view of the obvious
success of the TEST MSP, they would like to see further assistance from GEF in the development
of type A and B improvements, and to assigs in identifying redidic loans for invesing in type C
improvements.

The Naiond Countepat noted that during the EMS process they had assstance from the
Sovakian CPC. They undetook a mini-audit of the company’s production process. The
recommendations from this audit were passed on to the management who were so impressed that
they adopted them with the result that company production efficiency improved sgnificantly
(including waste reduction etc.). The company was very proud of this.

Although there is currently no CPC a such in Bulgaria there is interest from the Swiss
Government to finance the cregtion of a CPC. Obvioudy it would make sense to try and include the
expertise available a the Univerdity in such an enterprise.

As next steps, the Bulgarian team felt that there was a need for greater dissemination of results and
that effective presentation to other companies would dtract a lot of interest in the TEST process.
They dso fdt that there is a need to identify investment capitd for type C (as wdl as some of the
more expensve type B) improvements. They were very keen on the posshility of exploring soft
loan options and suggested that evidence of type A and B improvements could be used as criteria
for gaining access to soft loans for type C. They agreed that it would help a lot if GEF funds could
be used to develop the proposas for soft loans as it takes quite a lot of detal to be adle to satisy
lenders of the feasihility of the proposd and that there loans are secure.

All companies in Bulgaria are now required to do energy audits every 3 years as a new government
requirement. It would be fairly easy to expand these into TEST procedures. The team fdt that there
is a need to raise awareness and support within the government regarding TEST and its nationd
benefits as well as the benefits a the company leve.
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One criticiam of the project focussed on the funding and the problems experienced in the exchange
rate. Because of changes in the exchange rates between dgning the Project Document and
disbursement of funds, Bulgaria lost nealy 30% of its expected financa support. This would not
have happened if the origind figure had been in Euros rather than Dollars as Bulgarian currency
(and mogt of the European currencies) are now fixed to the Euro. Generdly the fet that the funding
was a condraint in view of the large number of workshops and seminars required. The timing (as
per the workplan) was sufficient however. They did fed that a longer preparatory phase would have
helped in dlowing more time for selection of companies and for theinitia review.

Whilg in Sofia, the Evduator was able to dtend the find project nationd dissemination meeting.
The Dissemination meeting was atended by over 30 people consgting of representatives from the
naiond counterpart inditute and consultancy team, the participating demondration enterprises, 7
nonpaticipating enterprises, 3 ministry representatives and 4 academic  representatives  from
technicd departments of different Universities. The meeting was given an overview of the ams and
objectives of the TEST project by the Project Coordinator which gave a strong emphasis on
increesed  productivity and  revenues through reduction in waste products, improved
competitiveness and generd reduction in production cods, dl with the added benefit of reduced
discharges in line with EU and IPPC directives. The presentation finished with a concise summary
of what every country had achieved. It was clear that very few industries were aware of the IPPC
requirements and BAT potentid a the beginning of the Project, but that avareness had been raised
sgnificantly as aresult of the GEF initiative.

Following presentations dedt more specificaly with how the TEST tools were used in Bulgaria
This explaned the process from Initid Review, through Clesner Production Assessment (and
Energy Audit), Environmentd Management Systems, Environmentd Management Accounting,
Environmentally Sound Technology Assessment and Sudainable Enterprise Strategy. It was noted
that one of the sgnificant outputs from the EMA module was the change in management attitude
and culture, with a shift avay from intuition driven invetment more toward a proper invesment
study and appraisd including evauation of environmenta impacts in monetary terms.

One of the find summary presentations gave an excdlent explanation of the Environmenta
Management Accounting process and the understanding of cost-effectiveness and incentives arisng
from the TEST process. EMA is about finding the hidden ‘factory’ within the production process.
EMA demongrated that 60% of the codts of production a the Zaharnia Zavodi AD, the acohol
factory, was going into producing wastes which were not of vaue and not reused and in fact
required more invesment to ded with them as a problem. Only 30% of the production costs were
actudly redised as acoholic product. This is very important concept to get across to the company
as this dearly demondrates an incentive. They need to reduce their production codts that are going
into nonproduct outputs (i.e. wastes). Only 1.5% of the company’s costs was in fines and pendties
s0 there was no incentive there for change and these fines and pendties would have to be raised
enormoudy in order to generae such an incentive. But there is a massve incentive for the
company to reduce the non-product output. 72% of this non-product output was dop 0 this was the
obvious area to target firs under TEST. The presentaion then demondrated the same ‘hidden
fectory’ producing non-product outputs (NPO) within the textile enterprise, and identified this NPO
as being primarily wastes. So EMA demondrates to the companies that they are actualy paying
huge sums of money to produce waste products of no vaue and of sgnificant concern, rather than
vauable product. EMA uses TEST to show how this can be resolved through investments that are
substantialy less than what the company throws away on NPOs.

So, the company incentives thet are highlighted by EMA are:
A reduced amount of investment and cogt to the company in producing waste products
Change of lossto profit if can find way of using or recycling wastes
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Improved qudity of product

Increased potentia for market as higher quality linked to environmentaly -friendly products
Consequent avoidance of fines and pendties

Improved company profile

And the disncentives are:
Only the initid invesment (often smal a the outset for CPA type A and even type B
investments) but even thisis balanced by the returns over time

In redlity, this can be seen as one of the most important demongtrations of this Project.

Deals of the presentations are avaldble in the joint UNIDO/Technicd Universty of Sofia
publication ‘An Integraied Approach to Environmental Management in Bulgarian Enterprises — The
Experience from the Implementation of the UNIDO TEST Project in Bulgaria .

CROATIA

Four demondration enterprises were sdected for Crodia gpecidisng in meat rendering, mesat
processing, pesticide production and sugar production.

The CPC in Zagreb, Crodtia provided a useful examde of how the TEST process was implemented
within a country and within the enterprises Once uitable enterprises had been identified, the
sandard process for involving enterprises was for the rdevant Ministry to gpproach the company
and for the company to agree to sign a contractud letter that committed them to the TEST process,
and to make ther resources avalable (particularly human resources) for the duration of the project.
The next dep was introductory training for top management to explain the proect, provide an
overview of the TEST methodology, to discuss how it rdaed to IPPC and 1SO 14000, and to
summarise the benefits of the TEST process to the company. Following this, an initid review of the
company’s production process was undertaken and a TEST team was identified within the company
for further training. Standard CP module training was first given to the Project Team within the
enterprises (these were usualy people from the production process such as technicd directors or
enginears, and occasondly people from the finance depatment of the company). The methodology
for the dandard CP training included 3 collective training sessons in Zeagreb for dl of the
companies lasting between 2-3 days each time. In between these sessions the CPC worked with the
in-company project team on their specific concerns and needs, undertake an andyss of production,
materid use, energy baance, option generation, etc). This process took between 67 months. At the
end of this interactive training process, the project team and the CPC prepared a find report on the
proposed methods for cdeaner production improvements. This was then presented to the top
management, and then an overdl presentation was given to a dtakeholder workshop of company
representatives  (from  dl nationa demondration enterprises), minidries, the Advisory Boad
members and the Project Coordinator. While this CP process was underway, and in pardle with it,
additiond andyss was undertaken to see which gaff and which areas of the company would be
appropriate for Environmenta Management Accounting. CPC d&aff and Lead Consultants were
given training in COMFAR (Computer Modd for Feadhility Andyss and Reporting - UNIDO's
software for company financid goprasd and andyss of investment projects) a UNIDO
Headquarters in Vienna dong with traning on EMA and EMS. The dl of the CPCs from each
country and the demondration enterprises sdected for EMA undetook 2 days EMA training in
Budgpest and a further 2 days in Hungary as the CPC in this country has condderable experience
with EMA procedures. Not al enterprises were sdected for EMA as this was a fairly innovetive
addition to TEST. One company per country was selected to demonstrate the EMA procedure.
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In Croatia, the CPC then garted to work with the company chosen to demondrate the EMA process
(in this case Herbos, a pedticide producing plant). Throughout this process the Croatian CPC had
congtant didogue with and support from the Hungarian CPC. An EMA expet from the Hungarian
CPC vidted Zagreb to provide ondte assstance at the request of the Croatian CPC. The end result
of undertaking the EMA module was a find report prepared jointly by Herbos and the CPC. This
was aso used as acase study in TEST Project publications

While the EMA demondration & Herbos was underway, an EMA module was being implemented
a Gavrilovic (a meat processing plant) which had a made a commitment to undertake this module
following many discussons regarding the process and methodology. An introductory sesson was
caried out for the top management. The CPC used a Lead Consultant who was experienced in
EMS, At the same time as these EMA and EMS modules were being implemented in various
companies, the EST module was initiated as pat of te integrated package of modules. The CPCs
received training on EST (at UNIDO Vienna) and how it related to IPPC and BAT (as dl of the
EST recommendations have to be in accordance with IPCC and BAT). The process in-company
was smilar to the EMA and EMS nodules. Workshops were held for top management and then for
the in-house project team. These were not necessarily the same people who were involved in the
other modules, but generdly the CP team paticipated in the EMA and EMS dso (some of the
results from the CP were necessary to feed into the EMA, and were also important for the EMS).

So every enterprise went through the Initid Review process, the Cleaner Production Assessment
and the Environmenta Sound Technology review. Sdected companies dso did the Environmenta
Management Sysem and/or the Environmentd Management Accounting modules, and the
Sustainable Enterprise Strategy. The CPC diressed the fact that it was important to bear in mind that
al of these modules are integrated and related to each other. The find module thet ties everything
together is the SES which integrates dl of the environmenta assessments and reviews and the
vaious modules into one overdl management and busness drategy for the companies. All of the
National Counterparts attend a workshop on SES in Vienna with training given by UNIDO.

In the case of Crodtia, the CPC fdt that the sdection procedure for the enterprises was one of the
wesker links in the TEST process and they would have preferred to see a more detailed andyss
dage before sdection dthough they recognised thet time was a condraint. Again, this reflects the
need for a preparatory phase. However, In Croatia they were impressed with the overal TEST
methodology and the design of the approach. Everything that needed to be done (Project activities)
was clearly defined by the Project Management and there was dways a fast and detailed response
to any requedts for clarification.

The CPC is now finding that indead of having to be proactive in sdling CP ad TEST to
companies they are now being goproached to assst. They fed the modular gpproach is important in
this respect as not every company needs the entire TEST process and it needs to be flexible to meet
each individua company’ requirements.

The Evduator was adle to vigt Gavrilovic, a Croatian company specidisng in mest processng and
packaging. Gavrilovic lies some 100 km southwest of Zagreb in an aea that suffered farly bedly
during recent conflicts (1991-1995) over the plitting up of Yugodavia The company has a long
history (over 300 years) that has seen many changes over the last 80 or 0 years due to dterations in
the politicd dimate. The company specidises in pig and catle breeding, daughtering, and mesat
processng and has severd brand names that are well known on the international market. The
origind owners (who were forced into exile when Yugodavia became a communist sate) are now
back in ownership and running the company very successfully. The company employs over 2,000
people and is regpongble for 30% of the domegtic budget for the region of Petrinja The company
amsto produce its own energy on ste through a process of co-generaion.
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The company’s production leveds were severdy crippled by the conflicts of 1991-1995 and
production fell from a dally cagpacity of 200 tonnes to only a few tonnes in 1996. Now they are back
up to 70 tonnes daily with hopes to expand again.

The company became involved when they were gpproached by the State Directorate for Waters, the
Minigry of Economic Affairs and the CPC. Even before the TEST project came aong there had
been a working rdaionship between Gavrilovic and CPC and some earlier participation in cleaner
production. So, to some extent, part of the sdection process was that the @mpany was a known
entity and was willing to work with CPC.

The TEST project has heped Gavrilovic to assess its production gpproach and its waste trestment
and to come up with a modular and sequentid drategy for improvement. TEST has assisted
Gavrilovic in introducing type A housekesping approaches within its production process It has dso
defined a modular structure for waste trestment units projected over the next 15-20 years for a daly
cgpacity of not less than 200 tonnes of processed meat. The intention is to introduce these modular
units as they are required and to plan invesment around these projections. Each unit had to be
defined in such a way that would engble the company to make a qudified unit invesment decison
a the proper time (i.e. increased waste trestment needs as a result of incressed production, unit
operationd cod, unit invesment cod, time of unit condruction, and time of introduction into
operdion). In addition to the CP training, the company has dso inddled water meters around the
production plant and the daff have to record water usage in eech aea This has raised the
awareness of resource efficiency and waste control on the production floor. Now they can cadculate
every month the quantity of water saved per quantity of product. Working with the TEST team and
the Lead Consultant, Gavrilovic has succeeded in reducing it weter consumption by 14%.

As a result of the TEST assessment process, Gavrilovic is concentrating now on an integrated waste
treatment facility. Production wastes come from agriculture (Gavrilovic raises some of its own
animas), catle and pig breeding, the daughterhouse, meat processing, and generd on-site wastes.
The ovedl wade trestment concept for the company involves energy production (eam and
electricity cogenerdtion). Energy is produced within the incineration unit by burning anima wagte
and dudge from wagte pre-treetment and biologica treatment facilities This alows for energy
production from renewable resource and efficient treatment of potentialy harmful anima wastes.

The EST module has focused on this option of using biogas for the cogeneration plant a a tota
investment of US$5.2 million. This would adlow for some treatment of wastes at the production sSte
adong with a swrce of renewable energy. The company has dready been talking to suppliers about
EST, particulaly for biogas, prior to TEST but the costs involved were proving to be very high so
they felt they needed some independent assstance and were therefore able b turn to TEST and the
CPC for advice. The Concept of biogas had been available for some years, but TEST had expanded
this concept to one of integrated water treatment. The introduction of co-generation of seam and
dectricity revolutionised the company according to the Production Manager. He is condantly
trying to rase awareness of the cos-efficiency and waste reduction potential of co-generation and
the use of biogas with other companies and with government. Other companies are starting to give
serious condderdtion to cogeneration and are looking a the biogas options dso. It is a very smple
process to switch from naturd gas as fud, across to biogas. This sysem has been pioneered as a
workable drategy by Gavrilovic in cooperation with TEST. The Project provided the incentive and
the tools for the co-generation and biogas technology to become pat of the company’s new
busness sustainability drategy. Although the necessary invesments have not been made as yet, a
busness plan as been prepared and the invesment will pursue a step-by-step logicd gpproach as
and when investment funding can be identified.

31



Every new employee a Gavrilovic has to have an awareness and traning sesson with the
company’'s own inrhouse environmentad specidis and is indructed in company policy on
environmentad issues. Basic training on environmenta concerns and TEST has been given to 4l
production managers. Furthermore, the company has developed an internd training policy for
awareness a dl leves (eg. the Director of the agriculturd sector has recently done a Magter's
degree in Environmental Management).

The management at Gavrilovic were very supportive of TEST and cdled it a ‘win-win’ Stuation as
it heps to resolve their resource use and waste production inefficiencies whilst meking savings for
the company overdl. A mgor result for both Gavrilovic and the Project is that now the company
has a water permit that meets the IPPC Directives even though this is not currently required by
Croatian law. The company management was a little concerned about the lack of involvement and
input from certan pertinent government Minidries paticulaly in reaion to environmentd
protection. They fdt that not al government depatments were supportive, nor did they appreciate
or recognise the benefits of TEST. On the podtive side, deaner production is now mentioned in the
new Croatian laws on waste management (2004) which will become obligatory for al companies.

Generdly, Gavrilovic were very pleased with the support that received from both the CPC, the
Project Coordinator and other consultants They fdt thet ther main incentive for getting involved
was to reduce their wastewater discharge load, to produce biogas for co-generation and to thereby
minimise operational costs. A very red financiad incentive was, of course, the fact that GEF was
covering 80% of the costs of the TEST process as part of the demonstration.

Origindly, the work schedule for the evauation had planned for the Evduator to dso vist a sugar
processing company (IPK Tvornica Secera Odjek) but westher conditions and the distances
involved were a cause for concern. Ingead it was decided to interview the Lead Consultant in
Zagreb who had worked with the enterprise on behdf of the CPC. The consultant (a chemica
enginer) was from Sovenia but had previous experience of working with and advisng sugar
companies and had undeteken an energy audit in this particular company. Therefore he was
familiar with their problems regarding wase and emissons |Initidly the consultant vidted the
company with the Head of the CPC to meet with the daff. The company had aready undertaken
some cleaner production improvements (machines to clean the sugar beet while reducing water
usage and managing soil wastes). The company’s first need was identified to be a mass and energy
balance assessment. This represents a detailed study of the industrid process. The results were then
discussed with the company. From this M&EB assessment it was possble to determine where
waste was being generated and in what quantities.

The assessment identified two main problems, 1) from the wastewater and transportation of the beet
cleening process and, 2) from the consumption of water and production of condensate during
process. The Lead Consultant then looked a proposed solutions and came up with a technicd and
economic evauation. The recommenddtions to the company include firs minimisng consumption
of raw maerids and energy, and then undertaking some end-of-pipe solutions usng sdtling
lagoons. The water used for washing the beet ends up with a very high soil and sediment content. If
this can be placed in holding basins then the water can be treated and the sediments settled out.

There were two sources of water input identified from the process. From the river and from the
sugar beat processing itsdf (condensate from the high water content of the plant). By recyding the
water from the cdeaning process and condenser, and using it in the deaning process ingead of
freshwater it was edimated that it would be possble to cut down ggnificantly on water abgtraction
from the river (by 60%). The benefits of reducing the freshwater intake could be seen to be 1)
reduced pumping costs and waer fees, 2) reduction in use of chemicas (which are necessary to
treat the freshwater before it can enter the process but are not necessary for the condensate and
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recycled water), 3) a higher waer temperaure can be maintained usng recycled water which
improves the deaning process, 4) an overdl reduction in wastewater discharges due to recycling.
The company now has dl the information that it needs on equipment suppliers and cods, dong
with ddtals of savings and bendfits to the company. They now need to go ahead in order to comply
with the new environmenta regulations. They are seeking a policy decison at the top management
level, and are adso looking for funding to make the invesment. One key problem that they dso dill
have to rexlve is forma company privaisgion ard ownership. They dso need permits for
condruction.

There ae other opportunities for improving processes to achieve deaner production and more
environmental sound technology within the company. As ye they have not looked a the utilities
dde of the company’s process (Seam plant, freshwater trestment plant, compressor, etc). All of this
produce pollution and could be improved and cleaned up.

The consultant could see clear options to transfer the lessons for this demongration to other sugar
beet processng companies in Croatia (3) and throughout the Danube river basin. The consultant
emphasised that it isimportant to undertake the mass and energy balance studiesfird.

The consultant noted that the CPC in Croatia was doing a good job and that Crodtia was fortunate
in having such a Centre to provide guidance to industry in these matters. One big problem he sees is
the lack of investors for the high-cost technologica upgrades necessary in some countries to meet
new EU Directive requirements. One important function of the CPC is to identify the benefits
(through the TEST process) and to bring the investors and the enterprises together.

SLOVAKIA

The Evduaor visted ZOS TRNAVA, a Sovakian Company specidisng in repar and re-
conditioning of ralway rolling stock and currently cdebrating its 80" Anniversary in business
They were origindly the largest workshop for Czechodovakia undertaking 48% of repar work for
dl ralway wagons. This condituted 17,000 wagons repared per year. When Czechodovekia was
it into 2 separate countries ZOS logt a lot of the market and the number of wagons on the railway
gydem fdl ggnificantly by one-third. In 1994 the company was privatised and had to rethink its
marketing approach and production methods. Today the compary specidises in the repar and
refurbishment of wagons for customers throughout Europe, with the mgority of customers being
from the private sector. ZOS egstimates that it now has 50% of the European market. They aso
soecidise in building and redesgning wagons to suit soecidis purposes and to fit specidised
tralers and bogeys. They have managed to become certified and approved for work on ralway
dock for Audria, Switzerland, France, Poland and the Czech rallways. This cetification is a
complex process but they now have officid trust of these countries and ralway lines to produce
relidble wagons (this even extends to the US market). In 2004 the company repaired over 2000
wagons for foreign companies (each with their own requirements and standards). The tota repairs
for 2004 came to over 5,000 induding Sovak ralling stock.

The company employs aound 1,200 pesonnd with an average monthly sday of Sk20,900
(US$743). This is in fact about 25% higher than the average nationd sdary. The company is
generdly optimigic for the future There is currently a dramatic expandon and development of
industry in Slovekia and the economy is booming. Furthermore, as railways in the region become
more liberd and privatised then the company’s competitive prices will start to give them a keener
edge on the market.

The company hes teken a policy dedson to invedt a subgantid amount into improved
environmental practices. With the opportunities offered by the TEST project the company has been
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able to jointly devdop improved polices on both environment and product qudity. The great
advantage and incentive provided by the TEST demondration has been the opportunity to comply
with the ISO 14000 directives from the EU. The Company recognises that as pat of its overdl
production process it is a ‘wastejproducer’ and that the nature of the repair and refurbishment work
on wagons produces pollution. Last year the company logged the production of 32,000 tonnes of
waste, 24,000 of which (3/4) was recycled. Most of the company’s waste is meta scrap. Until
recently the environmenta record of the company was a disaster (photographs of the processes
shown to the Evduator confirmed thid). All of the wagons and rolling stock that come into the
factory are cleaned firgt. This includes the cleaning of tanks that carry chemicds This used to be
done by hand with enormous waste and discharges and inevitable hedth implications. Recently this
has been deaned up by ingdling an new semi-automatic washing fecility a a cod to the company
of Kr 22 million (US$782,000). This induded a lot of additiond modificaions and extra
technology to ensure environmental compliance. The company noted that in order to maeke such
environmentd  improvements  cog-effective it is a rule-df-thumb that it is necessry to double
overd| production at the sametime.

Their biggest environmenta problem was the pant-shop. New legidation imposed by the EU
regarding VOCs (Voldile Organic Compounds) required them not only to clean-up the paint-shop
operdions but to dat usng nonVOC pants. The cogt of building one new pant-shop to comply
with the new dandards was Kr 55 million ($195,500). Previoudy, old pant was dumped or buried
but now it is put through a thermd oven for cleaner incineration. This oven sysem cost kr 5 million
($178,000). In 2007, yet new regulaions come into force which will require the company to
upgrede their paint-shops again. They edimate that the cost to upgrade the entire paint line in 2007
to meet the new laws will bein the order of Kr 250 million ($8.9 million).

The company dso had to upgrade its HydroMat sysem which is used for cleaning and degreasing
oily equipment. They contracted a company to explore best avalable technology with an emphass
on deaner production and environmenta efficiency as well as water efficiency. At the time BATs
were not defined for this particular process as it is too Specidised, so the company urgently needed
external assstance

Over the last 5 years, the company edimates thet it has spent some kr550 million ($19.5 million) on
upgrading and replacing processes and technologies to comply with EU IPPC directives and 1SO
140000. Unfortunately, ZOS does not quaify for EU subsdy to assig in this process due to its Size.
The company finds it unreasonable that foreign companies (such as car manufacturers) can come to
Sovakia and immediatdy become digible for Sovakian government funding and subsdy but a
local company is not entitled to any such funding.

So, TEST was very important to ZOS in providing them with an affordable mechanism to meet the
ISO 14000 requirements and to ded more efficiently with their waste products (this included
generd smdl-scde factory floor waste for which they contracted a smaler company to handle).
TEST has hdped them to update their policies on waste treatment and discharges and to make
necessary organisational  improvements within the company dructure. The new processes being
adopted have the added and didtinct advantage (and aitraction) of being much more efficient and
cod-effective as well as cleaner. The company dso now has a waste and water monitoring
laboratory. The company aso addressed energy efficiency issues with the assstance of the CPC
and upgraded hegting and lighting processes which gave a40% improvement in energy efficiency.

The management at ZOS was keen to emphasise that the TEST process was not just about buying
or upgrading equipment but aso importantly about changing peopleés atitudes and understanding.
A very recent management review of the EMS system had focused on the need to further improve
waste management and increese individuad awareness. One of the important TEST Project
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contributions was that the company sent dl its shop-managers on a cdeaner production training
course for 5 days run by the nationd CPC. The fact that the company dlowed its management team
away for 5 days training shows the commitment from the company and the trust in TEST and the
CPC. Furthermore, TEST undertook training of lower management onsite and a further 1 day
traning of top management a ther own request. Middle management received severd days
training in total and line management were dso trained on Ste.

The company fet it was important to stress that it was not enough to implement technica changes
but it was equdly as important to adopt a systemdtic and integrated gpproach to TEST that linked
into the company’s exiging Qudity Management sysem. However, the QMS was origindly a
process approach whereas EMS has more emphass on technicd knowledge and improvement.
Clearly a more integrated and holistic modular approach was necessary which TEST provided.
ZOS wasfindly certified for EMSin 2003.

The company noted that throughout the process there was no obvious input o involvement from
the government sde. The government adopted new legidation but provided no red support or
guidance to industry. This support and guidance effectively came from TEST. ZOS fdt tha other
companies ae probably aware of the requirement for cleaner production and improvements in
environmenta compliance but they do not know what action to teke or what tools are avalable to
assist them.

The company noted that the presence of the TEST project and the direct involvement of the CPC
was important in expediting decisons and speeding up the overdl process of deaner production.
The Project actively persuaded the company directors to move ahead with changes. In fect, the
company was very enthusadtic & an early stage as the offer of asssance from the Project was too
good and too tempting to ignore under the existing dimate of EU regulations and directives. They
admit that the 80% contribution by the donor to the project activities was a catdys in volunteering
themsdves as a demondration enterprise. If they hadn’t jumped a this opportunity when offered
they would now be facing more serious problems and time-congtraints. The TEST project Speeded
up ther converson to cleaner production by some 2-3 years The management had not origindly
been aware of the extent of the environmenta problem, the pressng need for cleaner production
and compliance with directives, or the availability of support from GEF. Once this was made clear
they were immediatdly keen to take part. Now no-one in management regrets this decison and they
have no hesitation in promoting TEST to other enterprises.

Now that the project is completed the company intends to maintain its compliance with directives
for obvious reasons of cod-effectiveness and market competition within Europe. The origind
incentive therefore was GEF funding plus the need to meet the EU directives. A new incentive has
been creasted snce in tha the shareholders see a sSgnificant improvement in company production
and a cleaner image. Furthermore, the company owner is S0 impressed with what has been achieved
he has made it his policy tha ZOS should be a modd of deaner production in Sovakia and the
region. Such persond interest and full engagement by top management is very important to the
continued success of TEST and the company.

As fa as next geps within ZOS ae concerned, they have identified longer-term higher cost
technological improvements but these reguire a high levd of invesment. In this respect, some
asdgance with identifying investment posshilities and soft-loans would have been hepful. If they
could find some way to atract low interest investment then it would be much esser for them to
persuade their shareholders to take the next steps (Type C) in cleaner production.

4.1.3 Summary of Demonstration Enterprise Delivery
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Tables 59 provide asummary of the project ddivery for each enterprise.

Table 5 presents the ligt of type A and type B options identified for each enterprise dong with the
datus of ther implementation. As a result of the TEST project, 91% of company-approved Type A
options and 88% of Type B options have dready been implemented a the 17 enterprises. A further
$3 million worth of Type B improvements were goproved for future invesment through company’s
busness or action plans and policies and smilaly over $45 million worth of Type C investments
have been gpproved. Of the $3 million approved approximatdy $2.2 million have dready been
implemented. This demongrates that the TEST project has successfully leveraged more than twice
as much co-financing from the private sector as was origindly provided as GEF funding.

Table 6 shows the water-rdated improvements created through the adoption of type A and B
options. Reductions in water consumption vary fran as little as 1% to over 50% with actud
volumetric reductions reaching as high as 1.39 million cubic metres per year for one company.
Smilaly, wastewaer discharge reductions range from 50 cubic meters per year to nearly 2 million
cubic meters per year. The actud reduction in pollution loads in wastewater are highly variable and
dependent on the type of indudrid process and the type of pollution (BOD, COD, nutrients, heavy
metas, TSS, etc). In some cases the reduction of |oad has been as high as 100%.

Table 7 present figures for reduction in nonwater related areas (e.g. raw materids, ar emissons,
solid waste generation) through the adoption of type A and B options that may ill reduce indirect
pollution to the river basn. Agan the figures are variadble due to the diverse nature of the processes
and pollutants. There are some dgnificant reductions in the use of raw materids and in voldile and
hamful emissons. Reductions in solid wese generation vary from minimd (<1%) to Sgnificant
>00%.

Table 8 shows the water-rdated improvements that can be expected through the adoption of type C
improvements. Some of these are dready under implementation and some are planned for future
investment (see Table 5 for edtimated dates of implementation). Anticipated reductions in water
consumption and wastewater discharges as a result of the TEST process run as high as 5.5 million
cubic meters per year. Reductions in pollution loads are, as with type A and B options, highly
variable.

Table 9 gives the figures for reduction in non-water related areas as a result of proposed type C
options (again, some of which are dready under implementation).

It is not the purpose of this evauaion to go into specific detal, review or discusson regarding
these figures. The improvements spesk for themsdlves and the overdl concluson is that the TEST
process is very effective and the demondration enterprises have been provided with a powerful tool
with which they can meet the reguirements of impending regulations while achieving a more cost-
effective leve of productivity and cutting down on the hidden costs of non-products.



TABLES: TYPEA.BANDCOPTIONSIDENTIFED FOR EACH ENTERPRISE AND STATUSOF IMPLEMENTATION
IMPLEMENTATION OF CLEANER PRODUCTION MEASURES AT IMPLEMENTATION OF EST Approved for
DEMONSTRATION ENTERPRISES MEASURES AT ENTERPRISES Investment (US$)
COUNTRY AND Feasible | TypeA Status of Feasible| Type B Status of Feasible| Type C Estimated Type B Type C
ENTERPRISE TypeA | Options |Implementation [ Type B | Options |Implementation|| Type C | Options |Implementation|| Options Options
Options |approved| of approved Options |approved| of approved Options |approved| Date for Type
Identified TypeA Identified Type B Options ||Identified C (EST) large
Options investment
BULGARIA
Yuta JSC 55 17 88% 28 10 100% 9 2 1implemented|| $32,000 | $233,000
Slavianka JSC 12 5 100% 7 3 100% 6 2 2 implemented || $52,000 | $222,000
Zaharni Zavodi AD 8 5 100% 11 3 67% 17 3 By Oct 2005 |[$1,500,000 | $4,700,000
CROATIA
IAgroprotienka 3 1 100% 5 5 80% 7 4 April 2007 $13,500 | $7,500,000
Gavrilovic 2 2 100% 5 2 100% 1 1 Sep 2006 $23,000 | $3,500,000
Herbos 1 0 N/A 4 3 100% 6 2 Mid 2006 $14,375 | $800,000
Implementation
IPK Tvornica Secera Osijek 1 1 100% 3 3 100% 1 1 delayed $12,466 | $800,000
HUNGARY
Gunter-Tata Kift. 7 5 60% 18 14 92% 1 1 2007 $81,751 | $900,000
Indukcios es Vedogazos 6 4 100% 15 10 100% 1 1 2005 $36,710 $18,560
\Videoton Audio Company 6 5 70% 8 3 80% 4 3 2007 $2,577 $35,783
Nitrokemia 2000 0 0 N/A 0 0 N/A 2 1 2006 N/A $266,500
ROMANIA
$100,000 by
lAstra Romania 53 21 100% 11 4 85% 12 2 Dec 2004. $36,000 | $3,200,000
$86,000 in
Rulmentul 8 8 100% 5 5 65% 6 1 2004 $29,300 | $400,000
$40,000 in
Chimcomplex 13 13 50% 13 13 80% 16 4 2004 $40,100 $27,000
$200,000 in
Somes 8 8 100% 24 14 90% 15 1 2004 $42,800 [$11,500,000
SLOVAKIA
$21.7 Mill to
IAssiDoman Sturov 23 23 96% 22 21 66% 31 2 date $1,100,000 | $4,050,000
30%
Investment
Zos Trava 30 10 100% 81 8 100% 6 6 completed $22,500 [ $7,200,000
IMPLEMENTED 91% IMPLEMENTED 88% APPROVED) $3,039,079| $45,352,843
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TABLE 6:

TYPEAAND BWATERRELATED IMPROVEMENTS FOR EACH ENTERPRISE

REDUCTION IN WATER REDUCTION OF
CONSUMPTION Dﬁ%ﬂg@;?& REDUCTION OF POLLUTION LOAD IN WASTEWATER
COUNTRY AND . MYear) (Bop, COD, NUTRIENTS ETC) |
ENTERPRISE %ge Reduction [Cu. Metres per %ge Reduction Total load Reduction
Year (tonnes/year unless
otherwise stated)
BULGARIA
Yuta JSC No Data No Data No Data N/A N/A
Slavianka JSC Type C Only Type C Only Type C Only N/A N/A
Zaharni Zavodi AD Type C Only Type C Only Type C Only Included in Type C Included in Type C
CROATIA
IAgroprotienka 20% 6,200 62,000 Significant, non-quantified Significant, non-quantified
Gavrilovic 19% 85,725 85,725 34% 30 (organic load)
Herbos 11% 6,000 6,000 90% 14 (organic load)
IPK Tvornica Secera Osijek 1% 23,177 23,000 3% 305 (organic load)
HUNGARY
Gunter-Tata Kift. 14% 3,064 2,339 No Data 16 m3/y oil
Indukcios es Vedogazos 52% 10.37 10,370 No Data No Data
Videoton Audio Company 1% 50 50 No Data No Data
Nitrokemia 2000 No Data No Data No Data No Data No Data
ROMANIA
lAstra Romania 17% 13,200 13,200 98.5% oily products 2,450 oily products
N/A N/A N/A 12% COD; 23% BOD; 30% 5.1 COD; 1.1 BOD;
Rulmentul heavy metals 0.1 heavy metals
28% COD; 275 COD;
Chimcomplex 4r% 7,440 10,725 32% Ammonia 71.5 Ammonia
. . 7.5% COD; 6% BOD; 7% | 554 COD; 147 BOD; 92 TSS;
Somes 11% 1.39 mill 1.89 mill TSS: 8.6% AOX 20 AOX
SLOVAKIA
IAssiDoman Sturov 3.80% 1.13 Mmill 1.76 Mill 12% No Data
Zos Trnava 4% 20 20 100% (oily products) 28.2 (oily products)




TABLE 7: TYPE A AND B NON-WATERRELATED IMPROVEMENTSFOR EACH ENTERPRISE
RAW MATERIAL USE EMISSIONS OF WASTE GENERATION EE\EIECC;;E
COUNTRY AND CO4H2SNOC+AC11
ENTERPRISE %ge Reduction| Total reduction EQUIVALENT %ge Total Reduction Specific Reduction
in consumption | (tonnes/yr unless (tonnesl/year) Reduction (tonneslyr)
otherwise stated)
BULGARIA
fibres 10% fibres 18.%

Yuta JSC fuel 15% fuel111m Ty 80 10% 188
Slavianka JSC 255
Zaharni Zavodi AD fuel 7% fuel (coal) 36

CROATIA
IAgroprotienka N/A N/A None 20% 6,250
Gavrilovic None None 914 <1% 2
Herbos 0.27% 8 None 11% 6,000
IPK Tvornica Secera Osijek 0.1% 2,142 1 0.01% 305

HUNGARY

4 oily textiles 80 KWhfyr
Gunter-Tata Kft. 100% 3.3 solvent 0.03 95% 3.3solvents
196,502 KWhlyr
Indukcios es Vedogazos 124 21,007 m 3/yrgas
30% 67 wood pallets/y 4,880 KWhlyr
\Videoton Audio Company 30% 67 pallets/yr 1.58 CO,equiv 50% 1.5kg neon tubes
90% 1,343 m/y sawdust

Nitrokemia 2000

ROMANIA
lAstra Romania 0.5% N/A 961 50% 594
Rulmentul N/A N/A N/A 9% 45.4
Chimcomplex 2.7% 77 2200 N/A N/A
Somes 12.8% 475 N/A 50% 42 (lost fibre)

SLOVAKIA
IAssiDoman Sturov 10% No Data 1000

5% oil 2.2 oll

Zos Trnava 2% paint 8.4 paint 0.3% 10% 100
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TABLE 8:

TYPE CWATERRELATED IMPROVEMENTSFOR EACH ENTERPRISE

REDUCTION IN WATER

REDUCTION OF

CONSUMPTION VéAlggiVngEER REDUCTION OF POLLUTION LOAD IN
COUNTRY AND (Cu M./Year) WASTEWATER (BOD, COD, NUTRIENTS ETC)
ENTERPRISE %ge Cu. Metres %ge Reduction Total load Reduction
Reduction [per Year (tonneslyear)
BULGARIA
Yuta JSC N/A N/A N/A N/A N/A
Slavianka JSC 60% 1,260 1,260 25% COD No Data
Zaharni Zavodi AD 80% 725,000 95,000 100% COD No Data
CROATIA
Agroprotienka None None None 95% 600 BOD
Gavrilovic 56% 250,280 168,000 77% 53 BOD
Herbos None None None 10% 1.5 organic load
IPK Tvornica Secera Osijek 62% 1.68 Mill 1.79 Mill N/A N/A
HUNGARY
Gunter-Tata Kift. N/A N/A N/A N/A N/A
Indukcios es Vedogazos N/A N/A N/A N/A N/A
Videoton Audio Company N/A N/A N/A Below Legal Limits Below Legal Limits
Nitrokemia 2000 39% 5,322 5,322 31% salt content 472 salt
ROMANIA
Astra Romania 89% 180,000 160,000 N/A N/A
Rulmentul N/A N/A N/A N/A N/A
23% COD; 165 COD;
Chimcomplex 41% 3,888 4,950 58% Ammonia 38.5 Ammonia
0 . 0 . : :

Somes
SLOVAKIA
AssiDoman Sturov 14.70% 4.42 Mill 261,000 No Data 3,660
Zos Trnava 50% 250 250 100% 53




TABLE 9: TYPE C NON-WATER RELATED IMPROVEMENTS FOR EACH ENTERPRISE
RAW MATERIAL USE EMISSIONS OF WASTE GENERATION ENERGY SAVINGS
COUNTRY AND CO/H2SIVOC+AC11
ENTERPRISE %ge Reduction in Total reduction EQUIVALENT %ge Total Reduction Total Reduction
consumption (tonnes/yr) (tonnes/year) Reduction (tonneslyr)
BULGARIA
20% fibres 16.8 fibres

Yuta JSC 1% fuel 4.2m’fuel 135 10% 11.3
Slavianka JSC 30% fuel 94 fuel 234 400 m¥y water 1,066 Mwh
Zaharni Zavodi AD 1187.5 100% Slop 95,000 m3/y

CROATIA
IAgroprotienka N/A N/A none 95% 13,250
Gavrilovic 2% 302 none 85% 7,020
Herbos 0.03% 0.9 none <1% 2
IPK Tvornica Secera Osijek none none none 55% 1.8 mill

HUNGARY
Gunter-Tata Kft.
Indukcios es Vedogazos
\Videoton Audio Company

26% Fe S04 +NapCO03 1.9 dangerous waste 756.1 mill kJ/yr (‘cool
17% phtalic 495 NaZC_O3 673-1000 kg CO, 28% 13,483 pieces PE energy' from Ammonia
. . 679 carbamide i

Nitrokemia 2000 anhydride+carbamide sack evaporation)

ROMANIA
IAstra Romania 0.68% N/A N/A

100% PCE 30 N/A 100% (waste 135

Rulmentul PCE)
Chimmomplex 4.75% 2145 770 N/A N/A
Somes 20% 3,100 N/A 31.3% 243

SLOVAKIA
IAssiDoman Sturov N/A N/A 641
Zos Trava 5% 245 21.76 VOC 10 100
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4.1.4 Threats and Root Causes— Effective Resolution

The primary thregts and root causes have been noted under the Project Background and Landscape.
The Project has addressed these concerns in two ways. Firdly a the specific level of 17 enterprises
by reducing ther discharges of organic and toxic pollutants and secondly by providing trandferable
demondrations of the TEST process (with its associated improvements to company management,
cleaner production policy, fectory-floor awareness and technological improvements) that can be
replicated throughout other indudtria enterprises within the Danubian countries.

One important point that needs to be highlighted is that not every demondration enterprise has
directly addressed water-related pollution issues. A review of Tables 59 shows that, in one or two
cases, a reduction in raw materids (use of toxic products), waste generation, VOCs or ar polluting
emissons were the main achievement of the TEST process. Undoubtedly such improvements can
dill be linked to a hdlisic and integrated gpproach to deaning up the Danube River Basin and have
added vduable case dudies to the TEST approach. The incluson of these parameters is dso
directly consistent with the overal requirements of CPA and EST as defined by UNIDO.

The Project has developed a detalled matrix of indicators See Tables 5-9) which effectively follow
the TEST process within each enterprise and quantify the changes, improvements and benefits
ganed through the various project activities and the TEST modules. These conditute both Process
and Stress Reduction indicators and are condderably more specific than those included in the
origind Project Document, providing a more meesurable detall of what has been achieved. The
Evduaion gave gpedfic atention to the Process indicators (traning, capacity building,
imgovements in cleaner production, adoption of other TEST processes, etc) and to the Stress
Reduction indicators (physca changes to handling procedures, condruction of waste handling and
reduction fadlities endd-pipe trestments, eic) identified for eech enterprise to ascertain the
accuracy of the indicators. In al cases that were reviewed the measurable indications were seen to
be accurate. These have been discussed further under 4.1.3 — Summary of Demonstration
Deliveries

There are no red Environmenta Status indicators for the Project and these would be very difficult
to evduae and confirm in any case. However, it is the Evauator's opinion that these would not in
themsdves be rdevant to this particular demondration project and are more appropriate to the
larger Danube Regiond Project that is following on from the GEF Pollution Reduction Project. The
induson of Environmentd Status Indicators would have required a farly large invesment in
independent  physcd monitoring of wae qudity, waer use reduction, ec. In the event, this
information was provided by the enterprises and must be accepted a face vdue It is the Sae
Water Authorities that set the standards for permitted emissons associated with operating licences
for indudrid enterprises. Each industry has a specific set of parameters to adhere to and is sdf -
monitoring dthough the Authority or Inspectorate may dso undertake spot-checks. Finencid
pendties are now generdly increasing in line with the need to meet the new EU directives.

Indudtrid enterprises of this nature would be very rductant to dlow outsde technicd expertise to
collect data from ther facilities. However, there is a certain logical assumption that can be made
that would drongly support the agument that confirmed changes a the Process and Stress
Reduction level must result in quantifigdble changes a the Environmentd Status leve. Furthermore,
this needs to be viewed in the context of the objectives of the TEST project which is primarily to
demondrate how a paticular process can achieve codt-effective and sustaingble improvements in
ceaner production and environmenta management within sdected companies in such a manner as
the companies themselves can identify and adopt the benefits. The redlity of this Studtion is that a
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particular enterprise (as was in fact the case) may actudly be reducing its discharge load of a
certain substance below the immediate background messurements a few metres upstream so that
Environmentd Status indicator measureaments in the actud river environment would hardly be
relevant or appropricte. In most of the Danube countries, government inspectorates are charged
with the respongbility for setting and checking discharge levels. However, the capacity to do this
varies consderably from country to country both at the human resource and at the equipment leve.

One conaultant that had been dosdy involved in the development and implementation of the TEST
process did dress the need for the enterprises to develop effective in-house data gathering and
information systems at the earliest stages of the TEST procedure, but noted that this would require
additiond resources and investment (particularly for monitoring equipment).

The cod-effective eement of the TEST process aso works to the Project’s advantage as far as
actud discharges and improvements to the Environmentd Status of the Danube in proximity to
each enterprise. The TEST process sets out to demonstrate to each enterprise that certain measures
are cost-effective in that a certan level of invesment can result in a dgnificant improvement in
their water usage and in ther discharge leves It is therefore not in the company’s interest to fasfy
the daa as they would only be fooing themsdves into thinking thet their adoption of new
processes and technologies are achieving a dgnificant and cod-effective improvement to ther
discharges and weater efficiency.

A drong link to other Danube initiatives such as the ICPDR and DRP, which have more
involvement in actud physcd monitoring and data hendling, would be a vadudble improvement to
the TEST process within the region.

It should be noted that the origind Project process indicators were revised and raiondised
somewhat in the 2004 PIR following a revison and improvement of the TEST procedure so as to
aoply a more integrated gpproach. The revised indicators are an improvement on the rather
generdised indicators that the project started with. It would have been ussful from the Evauations
pant-of-view if the PIR format used by GEF made alowance for such changes under section 4.
Adjusments to Origind Project Strategy. A pertinent question to include in this section in future
would be in reference to any changes in Project indicators as this has a sgnificant bearing on the
evauation process.

The overdl SQA for the Resolution of Threats and Root Causes has been dlocated & 80%
equivdent to a Rating of 4. The demongrations have been fairly effective a showing mechanisms
for addressing threat and causes a the individud enterprise level. The Project could have adopted
more effective indicators for this aspect and these should have been formdly revised a the
APR/PIR dage. Also, as previoudy mentioned, future sdlection of enterprises could focus fully on
IW related water improvements as well as other issues, which are indirectly related to water qudlity.

4.1.5 Global and National Benefits

The Project Document notes that the Executing Agency will asss ndiond inditutions and
independent  experts (counterparts) to enhance their understanding of the need for, and ther &bilities
to provide, enterprises with the integrated package of services that conditute the TEST programme.
It further notes that perhaps the most important <kill developed will be the redization of the
necessity to work in teams to be able to provide the diverse services needed by enterprises to be
ableto incorporate ESTs in their production operations.



The immediate national target beneficiaries are identified as the 17 enterprises that will be advised
on how to reduce ther pollutant discharge a the same time as they improve ther production
efficiency. Thee bendficiaries dso include the workers in the enterprisess who would have the
prospects of a more secure economic future

The enterprises used in the TEST project were sdected based on the priority hotspots identified
through the Danube Basin Pollution Reduction Programme and SAP and were reconfirmed at the
netiond levd prior to adoption. In this respect, it can be confirmed that the project is addressng
naiond priorities for developing environmentaly sound technologies and for pollution reduction.
Thee nationd priorities were well-defined within the Project Brief and the Project Document with
mgor manufacturing discharges being identified for each country by sector (teken from
information provided by the Danube Pollution Reduction Programme's TDA Report. This shows a
cdear linkege and sequence of GEF invesment through the TDA and SAP, to the TEST
demondirations as grass-root ddivery of remediation techniques.

It should be further noted that nationd priorities within the Danube region now extend to the need
to conform to EU directives (as mogt of the countries are in pre-accession or accesson datus). The
man god under these EU directives will be for the countries to develop Integrated Permitting
Procedures and to introduce Best Practices and Technologies. These requirements are al embraced
within the TEST integrated modular procedure.

The ultimate beneficiaries will be those who ae adversdy affected by the naiond as wdl as
transboundary pollution in the Danube River. The Danube River as wel as the Black Sea, which is
the ultimate snk for wastes discharged in the Danube, provides vitd services such as drinking
water supply and recregtion, as well as sugtaining aguetic life forms that can survive only in a clean
environment.

Although not mentioned in the Project Document, the Project Brief identifies the target GEF
Operationa Programmes to be OP8 (waterbody-based) and OP10 (contaminant-based).

As one of its gods, the waterbody based OP8 includes assstance to countries in making changes in
the ways that human activities are conducted in a number of sectors so a partticular waterbody and
its multi-country drainage basn can sudanably support such human activities. Characteridic
interventions liged under OP8 include supporting the incrementa cost of technicad assstance,
cgpacity building, limited demondrations, and certan investments needed to address the priority
transboundary concerns, and to encourage the use of sound science and technologica innovation.

The long-term objectives of the contaminant-based OP10 is defined as the development and
implementation of International Waters projects thet demondtrate ways of overcoming barriers to
the use of best practices for limiting reeases of contaminants causng priority concerns in the
Internationd Waters focd areg, and to involve the private sector in utilisng technologica advances
for resolving these transboundary priority concerns. Listed under the OP10 project outputs are
those tha work to implement a number of fast-track demondration projects of approaches,
techniques, pilot projects innovative technologies inditutiond arangements and the use of
economic indruments. Also lised are projects that demondrate the development of interim best
practices for minimisng risk, phase-out of the use of a particular contaminant or of a process that
gengrates a contaminant, pollution prevent strategies, the development of new technologies to
neutrdise priority contaminants and the devedopment of economic indruments to illusrate the
feadbility of measures to abate/prevent priority contaminant release.



One of the objectives of the origind Danube SAP was the reduction of point-sources of pollution
and hence ovedl reduction of pollution load into the Danube. In demondrating codt-effective and
vidble processes and technologies to achieve this am as identified by the SAP, the project is
directly addressing the requirements and priorities of the Danube River Protection Convention and
the recommendations from the Danube River Pollution Reduction Programme.

Based on the Operationd Programme guidance and the requirements of the SAP, it is clear that the
TEST Project is directly meeting the needs of the countries and the Danube region as a whole as
wel as conforming to the Operationd Strategy for Internationd Waters as st out by GEF, and
therefore providing effective globd benefits.

The SQA score for Globa Benefits is 100% . Undoubtedly the lessons and best practices generated
by the project are of enormous vaue & the nationd, regiond and globd leves.

4.1.6 Stakeholder Participation and Public Involvement

In the opinion of dl paties interviewed by the Evauator, stakeholder involvement in the Project
Desgn and the Project Implementation was both adequate and effective. The Project Coordinator
confirmed this assessment and noted that there had been no complaints from any paty of lack of
didogue with any potentid stakeholders. All Government agencies that were questioned on this felt
there had been gppropriate input from their sde. Certainly every opportunity seems to have been
offered for full participation by redevant bodies. However, in the opinion of the Evduator, such
opportunity was not dways seized in the case of the Government sectors. In a least one case there
was an evident lack of involvement or underganding of the project from a crucid sector (the
Minigry responsble fa Environment). To bdance this lack of ownership from one important
Government sector it should be noted that in the same country, the Minigry for Economic Affars
was a close patner to the project instead. A lack of human resources coupled with a farly
condgtent turn-over of middle to upper management gaff within the Minidtries of some countries
may patly explan this lack of effective participation in project activities and lack of awareness of
project ddivery.

Ordinarily this lack of Government ownership could have crested a red problem for the project a
the level of a least one country. However, the unique nature of the TEST project was that the EA
was deding directly with the private sector through the naiond counterpart, and not through a
Government agency. It is dways difficult to mantan full involvement in project deering and
awareness by government agencies and the levd of commitment will dways vary from country to
country. In the TEST project, the Upper Danube countries demondrated a gregter levd of internd
cooperation and overdl dakeholder input. This may be a reflection of the more rapid trangtion
process within these countries away from the old practice of centralised and dictatoria government.

In any GEF project, it 5 essentid that every effort be made to ensure that government agencies are
adways kept abreast of developments and are dways invited to gppropriate meetings and workshops
even thought Project Management may fed tha such effort is a wadte of time. These are often the
vay same agencies that will be the firgt to complain if they were left off the invitaion lig or were
not included in shared information. However, this categoricaly does not appear to be the case with
the TEST project and dl evidence suggest tha every effort was made to include al appropriate
dekeholders and that any inadequacies in awareness or involvement lie with the government
agencies themsdves and not the Project. Mogt importantly for the TEST project, the leve of
commitment from the private sector was dealy dgnificat and consgent. Sudtaining this



commitment to project objectives and to the TEST process beyond the project will be the defining
proof for TEST.

As identified in the 2004 APR/PIR, one of the mgor chdlenges to implementing the TEST
progranme was the identification and sdection of the demondration enterprises. Although the
previous GEF project (Pollution Reduction Programme) had identified many hotspots, being within
one of those hotgpots was not in itsdf conddered to be sufficent judification for sdection.
Fnancid viability was a citicd sdection criteria as only those companies tha had long-term
financid viability could be expected to reman with the TEST programme for 3 years, and would
have awlable funding for invetment in TEST processes and technology. Involvement by
enterprises was voluntary and one dgnificant lesson learned from the project was that the
enterprises needed to be convinced that there would be sgnificant economic benefits to themselves
(as wel as environmental benefits) as a result of their participation. This undoubtedly provided the
motivetion and incentive for ther agreement to be involved. Even the environmenta aspects were
directly linked to economic consequences (i.e. being able to compete in a Europeen and globd
market that demands and legidates for environmentaly sound practices).

Although though the TEST process was predominantly funded by the project, the enterprises were
required to meke some token financial contributions and this became a further drategy for
drengthening commitment to the project to be used as pat of the sdection process. In the find
andyds, the enterprises made a substantia contribution to the Project, both in manpower terms and
inthe cogt of improvementsto their processes, policies and technologies.

The Evaduator has an opportunity to meet with the Technicd Expert for Water Management and
Pollution Control a the Internationd Commission for the Protection of the Danube River. The
representative noted that the TEST project had been very beneficid in providing some red
examples of processes and technologies that could be used for pollution reduction and water use
efficiency. The benefit to the Commisson and its member’'s was the actud demongtration of how to
convert hotspots into viable cleaner enterprises and to reduce discharges @ pecific point-sources.
TEST has taken specific conclusons and recommendations from the Danube Pollution Reduction
Progranme (GEF Project) and actudly implemented these to demondrate potentid for red
progress in the protection of the Danube River through mitigation of thrests and impacts The
Danube Pollution Reduction Progranme's Transboundary Diagnostic Andyss (TDA) and
Strategic Action Plan (SAP) heped to identify the origind Hotspots dong the Danube river basin.
In this respect, the TEST project is a direct result of, and logica follow-up to, the SAP process.
Now, following on from the Danube Pollution Reduction Programme is the UNDP GEF Danube
Regiona Project. One of the activities within this larger regionad project is to review and initiate
reform for indudrid policy in the region (incuding identifying Best Avalable Technologies —
BAT) and to asss in strengthening capecity to reduce pollution. Clearly there are direct links here
to the lessons and practices developed through TEST and the casegtudies arisng from the MSP.
The representative of ICPDR fdt that it would be important to follow-up on the TEST project and
to undetake a post-project assessment at a specified date after project closure to ascertain how
effectively the TEST processes and concepts were Hill being implemented within the 17 sdected
enterprises, and how many other enterprises in the region had replicated the TEST process. The
ICPDR representative felt that the incentives for the participating enterprises within the TEST
project were srong and included recognition of the need to comply with EU requirements (1SO
14000 and IPPC), and the competitive advantage that this and a genera company policy of cleaner
production would give them within the European and globd markets.



The Evduator was dso aile to communicate with the UNDP GEF Danube Regiond Project
regarding mutual didogue and communications between the two projects. The DRP dated that it
was well aware of the objectives of the TEST project and, to a certan extent, its activities within
the sdlected Danube countries. DRP noted that it had cooperated with the TEST Project on severad
workshops and results dissemination exercises. Relationships had been developed between the two
projects mainly in the area of capacity building. DRP has a component on nutrient pollution control
policies from indudsrid sources as wel as for the promotion of BAT (Best Avaladle
Technologies). The CPC partners in the TEST Project were aso cooperating with the DRP
Indugtrid component and the intention was to continue with this cooperative partnership within the
DRP Project. DRP has been using the case studies developed in cooperation with the TEST Project.
In the opinion of the DRP Project, the didogue between consultants from both the TEST project
countries and the other Danube countries has been quite intengve. With regard to further follow-up
to the TEST project, DRP would like to see the development of more targeted policies and legd
frameworks focusng on enforcement and the adoption of BAT. They fed that the EU IPPC
provides the framework for such policiesand legd reforms.

Where training was provided within the Project activities, the policy was to use experts from within
the region that understood the regional context and needs, and who were therefore true naiond or
regiond gdakeholders in ther own right. Training needs were identified based on open discusson
with national project teams and a the regiond workshops. One CPC noted that this project was
excdlent in itsinvolvement of stakeholders asit was “tailor-made for participation”.

One aea reating to dakeholder participation that the Project Coordinaor fdt could have been
drengthened was the involvement of more enterprises beyond the sdected 17 with regard to
enhancing awareness of the TEST process Some smple traning could have been provided on a
workshop bass and posshly some opportunities offered for non-demondration enterprises to
obsarve a on-ground training sessons. Norrdemondration enterprises were, however, invited to
the dissemination workshops and atendance was generdly good. Clearly, more could have been
done with a healthier budget, and it seems that the condraints imposed by an MSP szed budget
coupled with poor ddivery of cofinancing (see Workplan and Budget section) has caused
condraints on potentid project ddivery. Also, this involvement of non-demondraion enterprises
could have been assded through a dronger incentive and ownership throughout dl pertinent
government sectors to design nationa programmes to improve industry incentive. It would aso
have been bendficdd to project sudanability and government commitment if locad Ingpectorates
respongble for licensng and enforcement could have been more dosdy involved in undersanding
the objectives and requirements of the project.

The evaduator dso had the chance to meet nationd representatives from the Regiona Environment
Centres. These RECs took an active role in the project and sat on the Advisory Boards. They were
involved in project desgn dso. The RECs were consgently supportive of the Project and fdt that
the TEST had achieved the best possble end-product that could have been achieved in view of the
condrants. One criticiam of project desgn and implementation was that there should have been
much more time available for project inception and for ‘preparation of the ground and sengtisation
of the companies (especidly top management). Again, this seemed to be a criticiam of the
timeframe and the lack of a proper Preparatory phase for the project. Another suggestion from the
RECswasthat it would have been beneficid for them to have been incdluded in the training process.

In generd, overdl dakeholder participation in the project a the country levd has been highly

satisfactory, especidly in rdaion to Nationd Counterpat paticipation (both the actud counterpart
person, and the associated Inditution/Centre). One country felt that more involvement of the
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indugtrid  branch associgtions would have been vauable However, there has been limited
paticipation in the project by other Danube Countries outsde of the 5 project participats. There
was some dissemination of results through the ICPDR but this was farly minor. There is now an
opportunity and a requirement to actively trandfer lessons and best practices across to other Danube
countries in order to capture the true replicability of the TEST process. It is now urgent to find a
way to bring Government, the CPCsTest Indtitutes, and the private sector together to address the
replication needs for TEST.

The SQA score dlocated to this aspect of the Project is 80% with a consequent reting of 4. The
score is dightly less than perfect as the stakeholder participation by the government is deemed to be
somewhat lacking and the participation outsde of the Project countries could have been improved.
The score dill remains very high, as the paticipation within the countries by those directly
involved in the Project aims and objectives was excellent.

4.1.7 Capacity Building

The Project Document and subsequent activities accurately identified and addressed both capacity
buldng and inditutional Strengthening. In fact, it is reasonable to say tha the Project went beyond
expectations and has provided the NCPCs and other nationd inditutions with sufficient foundation
and cgpecity that they can now sdl their services professondly ad offer very effective packages
to indugry for Cleaner Production and dl of the TEST modules. Tables 10 &11 provide details of
the capacity building efforts and achievements a both the enterprise level and a the levd of the
CPCs and Counterpart Inditutes. Mogt of this capacity building was in process and training, with
the only equipment procurements associated with the counterparts being a single computer for
each.

The important lesson will be whether such capacity building is seen to be sustainable. This gpplies
to both cgpacity building a the CPC/Inditute level, and capacity building a the enterprise leve. At
the CPC/Inditute leve there is dgnificant evidence of sugtainability in that further enterprises are
now contacting the CPCs and inditutes with a view to contracting them to carry out varies levels
and stages of TEST within their companies in order to meet 1SO 14000 and IPPC requirements. At
the enterprise leve it would be vauable to see how ingrained and sustaingble the TEST process has
become in future years. Agan evidence is podtive with some trained team members from the
enterprises having been promoted within the company, even a Chigf Accountant and Director
level. Some trained personnd have Ieft their posts to teke other jobs in other enterprises. It is hoped
that they will carry ther new experience and knowledge with them and disseminate it into the new
company policy. In this respect it would be useful to review the TEST project, the CPCqInditutes
and the demondiration erterprises at alater date to see how sustainable the process has redly been.

Table 10 shows the levd of capacity building a the demondration enterprises and Table 11
presents  the inditutiond  drengthening and  capacity  building for the nationd counterpart
indtitutions and gaff.

At the enterprise levd, the number of project modules completed for each enterprise is impressive,
as is the number of employees trained and the amount of mandays dedicaied to training and to
undertaking the TEST activities.

At the levd of the counterpart inditutions, training and therefore associated capecity building hes
dso been impressve and each country’s counterpart inditute has benefited dgnificantly from the
new tools and skills that they have developed.



Delivery a the capecity-building levd of the project has been exemplay and wel beyond the
expectations cited in the Project Document. This aspect therefore receives a well-deserved SQA
scoreof 100%.
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TABLE 10: CAPACITY BUILDING, TRAININGANDIMPLEMENTED MODULESAT THESELECTED TEST ENTERPRISES

Number of Projects Modules undertaken by
Number of Number of enterprise enterprise
COUNTRY ENTERPRISE INDUSTRIAL Employees | man-daysof | man-days in
SECTOR . o
Trained training TEST
activities
IR| CPA| EMS [ EMA EST | SES
Bulgaria |Yuta JSC Non-Woven Textiles 14 64 140 x| X X X X X
Slavianka JSC Fish Processing/Canning 3 5 70 X| X X X
Zaharni Zavodi AD Sugar/Alcohol Production 14 56 210 X X X X X
Croatia  |Agroprotienka Meat Rendering 6 33 136 X| X X X
Gavrilovic Meat Processing 9 54 290 X X X X
Herbos Pesticide Plant 6 35 146 X| X X X
IPK Tvornica Secera Osijek  [Sugar production 3 37 190 X| X X X
Hungary  [Gunter-Tata Kit. Heat Exchange Manufacture 5 35 205 X| X X X X
Indukcios es Vedogazos Steel Heat Treatment 3 30 90 Xl X X X
\Videoton Audio Company Electronic Products 2 20 100 X X X X
Nitrokemia 2000 Chemical Production 15 59 243 X| X X X X X
Romania [Astra Romania Petrochemical Refinery 26 162 1460 X| X X X X
Rulmentul Bearing Production 50 318 1218 X X X X
Chimcomplex Chemical Production 52 270 523 X| X X X
Somes Pulp and Paper Bleaching 35 260 770 X| X X X X
Slovakia |AssiDoman Sturov Pulp and Paper Products 55 81 560 X| X X X X
Z0s Trnava Rolling Stock Repairs 82 172 1400 X X X X X
Project Totals 380 1691 7751
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TABLE 11: CAPACITY BUILDING, TRAINING AND NEWS TOOLS/SKILLS DEVELOPED BY COUNTERPART
INSTITUTIONS
New tools/skills developed by counterpart to support
Number of people g Additional jobs TEST
COUNTRY trained in TEST X dl;msbgfr tcr);irr?iﬁn lal;n;t;e;rtrgl;r:icﬁal created to support
Tools y 9 y 9 TEST _
Social
CPA | EMS | EMA [ EST COMFAR Audit
Bulgaria 9 121 83 1 X X X X X
Croatia 13 92 26 1 X X X X X
Hungary 5 89 22 2 X X X X
Romania 40 160 31 2 X X X X
Slovakia 23 160 27 2 X X X
Project Total
90 622 189 8




4.1.8 Policy and Legislative Reform and I mprovement

The TEST Project has been unusud in that rather than reying on policy and legidative reform as
an integrd part of its ddivery and outcome it has actudly been driven by pardld needs for policy
and legidative changes vis-avis EU requirements for meeting st environmenta standards within
indudtry. In this respect there has been no actud project component or activities directly addressng
such reforms. Ingtead the entire project is responding to the need for such reforms by demonstrating
how these can be manifested a the individud campany/enterprise level. It would be reasonable to
dae that the TEST project has provided a working plaform to demonsrate such industria
reponse and to daify that such naiond reforms can be met a the industrid levd without
compromisng a company's economic vidility or jeopardidng its place in the maket. On the
contrary, TEST demondrates that such improvements are directly beneficid to both company
economic Sability and to market competitiveness. It is expected aso that TEST will hep to |mise
awareness of discharge and emisson standards rdevant to the new EU legidative requirements at
the enterprise level across dl participating countries.

One very important success driver for the TEST Project has been the need to comply with EU
directives on water qudity, discharges and ar emissons. The EU requirements are very drict as is
the need for compliance and therefore monitoring. A company has to use an accredited agency to
take measurements and report to the government and data can be campared with the hydrologica
inditutes and other agencies This means tha there are limited opportunities for fraudulent
reporting, and little chance of corruption for those countries that fal within the EU framework.
Obvioudy some of the lessdevdoped lower Danube countries may need improvement to
enforcement capacity and reporting, and ther interna assessment and reporting procedures need
dreamlining. Lots of funding is currently being provided for such technicd capacity building
through various donor programmes.

One problem experienced by the countries is the ‘importation’ of laws that are more goplicable to
countries such as Audria and Germany, but are not redly talor-made for the trangtion countries.
Also, enforcement is weak in the transtion countries. Hopefully, these concerns can be addressed
under the GEF Danube Regiond Programme which has a component that specificaly deds with
indudtrid policy reform.

Of interest here to GEF is the fact that this project has partnered the donor (GEF) and its
counterparts a the natiiona leve directly with the private sector which is somewhat unique within a
GEF initigtive. From this point-of-view it may wel be that indugry will be providing some of the
standards as far as meeting EU 1SO and IPPC directives, and that the public sector will take their
leed from this In other words, TEST could and should provide the platfform from which
government tekes the initistive to develop its polides and reform its legidation with respect to
indudrid practices and control/compliance on emissons and discharges. It is therefore important
that the Danube Regiona Programme reviews the case sudies and best practices/lessons from this
TEST project in the context of its indudtrid policy reform component. If used effectivdy, the
results of the TEST Project can have a very positive effect on such reforms.

With this congderaion in mind it is fdt that the TEST project has made a very vadudble
contribution to potentid Policy and Legidative Reform and is awarded an SQA score of 100%.



4.1.9 Replicability

The lessons learned from the TEST project have been shared with the GEF UNDP Danube
Regiond Project and with the Emisson Inventory group (EMIS) of the Internationd Commisson
for the Protection of the Danube River Basn (ICPDR). The TEST project results were presented
during the Wor kshop on Best Available Technologies and Industrial Pollution Control organised by
the Danube Regiond Project in Bratidava in December 2003. However, there is currently a
weskness here that needs to be resolved. Neither the ICPDR nor the DRP websites have direct links
to the TEST webgte. It took some time to find references to TEST on the DPR ste and the
Evaduaor was not able to find a direct link to a TEST reference on he ICPDR site. The TEST
project was discussed in the DRP Fina Report on Project Component 1.5: Industrid Reform and
the Development of Policies and Legidatiion towards the Reduction of Nutrients and Dangerous
Substances - June 2004. This report mentions strong support for the development of a webste link
between DRP and the main sources of Best Available Technology. There does appear to be a need
for a mechaniam a the levd of the ICPDR to assg in the provison of the latet data and
information on BAT and TEST-related processes. ICPDR, through its EMIS (the Emissions Group)
component, could provide one drong posshility for encouraging replication. EMIS recognises 4
different kinds of indusry (with rdaed emisson problems) and has devdoped a list of
dekeholders for such a both the indudrid level and the government levd. Certainly, discussons
with representatives from ICPDR (past and present) suggested that dissemination of the TEST
results and encouragement of replication throughout CEE companies was not a high priority. AT
present there are no red tools to push companies to replicate TEST. In this respect the incentive
must gill be seen as economic. But this can only be effective if companies/enterprises are aware of
the economic advanteges of adopting the TEST process. Some dakeholders fdt that this
demondrated a need for dronger involvement in the Project of those Minidries responsble for
nationd economies. These Minidries should now be targeted with information on the TEST
rocess.

Lessons learned were dso shared @ the nationd leve through nationa dissemination workshops.
The 2004 APR/PIR dso notes in paticular that there was an intensve exchange of information
with on-going EU-funded twinning programmes for the implemertation of IPPC in Romania, with
the Regiond Activity Centre based in Hungary, and with USAID funded ECOLINK programmes
in Bulgariaand Crodtia

The Project Management did note that they would have preferred to see a larger dissemination
phase at the nationd levd, but that funding was condrained both by the MSP moddity and by the
shortfal in expected cofinancing. Smilaly, severd countries fdt that a replication mechaniam
should have been more dearly defined in the Project Design, or that a replication phase should have
been planned to follow the MSP.

Representatives from the RECs found the project to be very worthwhile despite being very
optimigic in its intended achievements and timeframe. They mentioned tha dthough the
COMFAR process is a very good one, for a lot of the companies it may have been too optimistic
and required more time than was avalable to adgpt COMFAR to each company’s needs. They felt
that the process should be continued in some way and that now is not the time to dose the door on
support to the TEST process. They felt that the best way to raise awareness of the achievements of
the Project and of the TEST process generdly within the public sector would be to arange for
representatives of the demondration enterprises to present their results a nationd seminars (or
possbly locad seminars within different nationd regions) and to discuss deaner production and



wastewater. Although this has been done to some extent by the dissemination seminars, a wider
audienceis necessay. The RECswould liketo play alarger rolein this process.

Further TEST projects are dready planned in the Mediterranean region and in some of the other
CEE countries such as Bosnia-Herzegovina In the laiter case, plans are under development for
Crodiia to provide assstance based on its new expertise in TEST. There are fairly strong culturd,
higoric and linguistic linkages between the two countries The Croaian CPC would provide
assdance to the Centre for Environmentaly Sudainable Developmet in Bosnia-Herzegovina
which has some exiding abilities and hes dready paticipaed in some deaner production training,
but would benfit greetly from learning more of the TEST process and mechanism.

The CPC in Sovekia is providing bilaed ad to Uzbekigan as pat of the Sovekian naiond
commitment to ad (to address EU requirements) through the Ministry of Food and Agriculture
with assistance from UNDP and UNIDO. In this respect, the CEE dates are gradudly atering from
being recipient countries to donor countries providing multilaterd assgtance through the EU. It is
possible that this trandtion may adso provide further opportunities for bilaerd assstance within the
region for replication of TEST and to assst in the development of capadty through training.

There is no doubt that the lessons and prectices identified through the TEST Project are highly
replicable throughout the region and, indeed, on a globd bass Furthermore, there is a strong need
and urgency for ther transfer and replication. However, it appears that there were insufficient funds
within the MSP TEST Project to redly undertake an effective replication mechanism for ether the
Danube countries or to capture these vauable lessons for GEF and other funding initiatives The
TEST Manuds and Cases Studies developed by the Project are very vauable commodities and
should be shared with dl gppropriate ingtitutions and agencies.

There ae cetan incentives that could hdp to promote and replicste TEST. In Denmak, for
example, having 1SO 14000 accreditation means that licensng fees for tha company are cut by
40%. In this respect, government does needed to be more involved s0 as to provide financid
incentives to companies for cleaner production and compliance with EU directives, dl of which are
in the ndiond interest. At the leved of the indudrid support inditutes (CPCs), such inditutes could
devdop a programme focusng on dudes of reaed indudries with dmilar needs and
technological  requirements. Training and support could be pooled and made more cog-effective
while dso being specific to those needs. Experiences would be shared and lessons transferred
between cluser members. To support this cluster approach, one CPC suggested that TEST Toolkits
could ke customisad to auit individua company/duster needs.

One gpproach for trandferring the lessons and for further replication of TEST that was suggested by
the Project Coordinator would be to undertake a further phase of TEST but with an dtered balance
d subsdy and some smdl funding input. In the TEST Project, 90% of activities were subsdised by
GEF to prove the demongtration process. A second phase could reduce this to 50% support to a new
st of enterprises, which can now see the market advantages of TEST. Some of this 50% should
represent matched funding from nationa governments (eg. nationa environmenta funds) so that
25% would be from GEF and 25% from governments. One mgor advantage would be that in-
country capacity isdready established and reedy to asss.

As a next gep, now that type A (No investment — operationd control improvements and
housekeeping) and type B (Low to moderate investment- short payback) implementation measures
have been caried out in most of the enterprises, al stakeholders felt that there was a need to assst
companies in finding redidic investment opportunities to move on to type C measures (Large
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invesment — longer term payback). If soft loan agreements could be etablished with development
banks these could be made conditiond to the companies having reeched a certan step or module

within the TEST process.

In the find andyss, there could have been more information sharing with other agencies beyond
the TEST project (eg. with ICPDR, EU, etc) and within ard outsde of the TEST project countries.
There are judtifiable reasons for why this has not occurred as effectively as may have been intended
and these rdae mainly to project design, the use of the MSP moddity and funding condraints. A
more specific replication phase should have been designed, possbly even as a separate project.
However, any dgnificant criticism under this assessment area has to focus primarily on Project
Dedgn and it is far to say that there were dgnificant efforts and achievements made within the
congraints mentioned. Thus the dlocated SQA score for Replication is il high at 70% .

4.1.10 Risks and Sustainability

Of the 17 enterprises sdlected, one dropped out in the early stages (Hungary) and was replaced by
another enterprise. Othewise the Project ran successfully from beginning to end with the 17
Selected enterprises.

According to the 2004 APR/PIR, some of the key changes bought about by the Project that should
be mantaned into the future include A) Enhanced nationd capecity in ddivering integrated
sarvices to the industrid sector and to the nationd government on how to address sudtaingble
indugtrial production, B) Increased awareness within the industria sector, C) Increased awareness
within the loca environmenta authorities.

The enhanced nationd capacity to ddiver integrated sarvices is dready demondrating
sudanability as the demand from the indudrid sector for such services is now increesng in dl
countries. There are market forces now driving this process that will ensure such sudanability, at
leegt in the short-term. As EU Directives become more and more pressing, the awareness of both
the indudrid sector and the locd enwironmentd authorities is becoming increesingly more
focussed on TEST-related issues and the need for formally-recognised and accredited cleaner
production techniques. Certainly the generad feedback at the indudrid level is that once a company
has successfully atained 1SO 14000 accreditation it will make every effort to keep it rather than
have to go through a renewed and codtly regppraisa.

The company Nitrokemia (Hungary) presented an interesting case. The company successfully
implemented EMS and EMA, receiving 1SO 14001 certification in 2003. However, during the CPA
it was identified that the ‘good housekesping’ options were margind and would have had little
effect on the production. The primary options for improvement were & the EST leve with a switch
to a new technology. This became the focus of the EST assessment. The rew technica solution was
identified and was conddered to be acceptable by the company. Implementation was planned for
2004 but had to be postponed due to the on-going restructuring of the company which is being split
into severd new companies, some with new owners. Although in some respects this has created a
nonsugtainable gStuation for the TEST process (at leest for the time-being) within this company,
Nitrokemia did provide the project with a very good case sudy for the gpplication of the EMA
process.

As mentioned under capacity building, part of the proof of the effective nature of TEST would be
to review the trained dements of the project a a sdected date after the closure of the project to see
how they are usdng this training. This would goply both to the counterpart inditutes and to the
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demondration enterprises. This would be a vduadble exercise tha fdls under post-project
evaudion, aconcept that is beginning to be included in GEF projects on a more regular basis.

One other issue was rased during the evadudion, which is common to al projects that include
cgpacity building activities Once the right people are traned there is a tendency for them to leave
and seek podgtions that are better paid. Sdaries a the technicd leve throughout the region are very
low. This can be exacerbated a times by internationa agencies having a policy of preference for
recruiting from the developing countries or those in trangtion as an act of politicd correctness. This
tends to act as a drain on the nationd human resources in such countries. This can inadvertently
result in asset-gtripping from such poorer countries in order to maintain a ‘feskgood’ factor within
the internationd agencies, and to comply with short-sghted policies that do not see the longer term
dameage that can be created by such policies.

Severd CPCs representetive and nationad counterparts had smilar views on sudtainability with
respect to next steps. Marketing of the TEST success was seen as a critica factor which needed
more emphasis now that EST was complete. Then financid incentives to A. encourage the
demondration enterprises to continue to apply TEST proceses through Type C improvements
(higher cogt long-term technological changes) and to B. bring other enterprises into the TEST
process were seen as a logica progression for the Project objectives. The need for a follow-up
investment phase to consolidate the value of TEST was raised by many stakeholders.

Severd dakeholders noted that there was a need to specificdly identify individud consultants with
the skillsto work with the CPCs and companiesin future.

Inevitably the red sugtainability of the TEST Project lies not just in the successful demondration of
the process, but in its trandfer and replication as well. This eement has aready been covered under
Replicability above and further needs will be reviewed under Conclusions.

To summaise, the risks that threatened the project during its implementation were mostly
overcome effectively and efficiently. Sudtainability can be viewed in the context of 1. The TEST
concept and process and 2. The efforts within the demondtration enterprises. With respect to 1. This
now very much depends on replication of what has been demondraied which definitely needs more
effort in order to be seen to be sudanable a ether the nationd or regiond levd. The second
agpect, sudainability of TEST at the demondration enterprises level will become clearer with time
and idedly requires reevauation some time after closure of the project. As with the replication
asessment above, any mgor concerns here are focused on Project Desgn inasmuch as little
congderation was given in the design of the Project Document to Sudainahility concerns per se A
search of the actud Project Document reveds a totd abosence of the concept of Sudanability in
fect. In farness, it should be noted that the actud ddivery by the Project within the design
condraints has crested a reasonable expectation of sugtainability inasmuch as awareness and
cgpacity has been put in place to support sustainability both  company, nationd and regiond leve
but that this would need further initiatives (s.e Recommendations) in order to capture the GEF
investment. SQA score= 75% .

4.2. Project Management and |mplementation

4.2.1 Project Design and Planning

Some of the Cleaner Production Centres were involved in the preparation of the Project. At least
one of the CPCgndiond counterpats fdt tha the origind Project Document was unsuitable
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because of 4 years trangtion between concept and implementation. Many of the hotspots (dong
with their factories and machinery) identified by the Pollution Reduction Programme were gone
and new ones had sprung up. There were too many steps involved between UNIDO, UNDP ad
GEF and the process of project development was too dow so that the Project Document, when it
was findly approved, was not accurate anymore. This was dso one of the reasons behind the
dteraions away from the stepwise approach to TEST and the adoption of the EMA approach which
the CPCs supported (and suggested to some extent).

There is a drong case for daing that the condraints of the GEF funding (coupled with unredised
co-financing) ae quite probably responsble for the lessthansuccessful replication of the TEST
demondrations and the lessthan-perfect transfer of lessons and practicess More appropriate
funding (possbly linked to a longer project timexcde) would dmog certanly have resolved this
problem and it is the opinion of the Evaduator that the Diffuson component would have been
completely successful in the presence of sufficient time and funds.

There is a drong case for bdieving that this project should have been submitted as a Full Project
and its submission and adoption as an MSP created a dgnificant risk to its success, especidly in
view of the number of countries involved, the trandtiond nature of those countries, and the fact
that this was the firsde TEST demondtration project of its kind. The fact that the MSP process was
successful is more a reflection (in the Evduaor's opinion) of efficient and proactive Project
Management and the strong level of ownership and determination by the nationd counterparts than
of the gppropriate sdection of GEF project moddity. There was a very strong risk that the
demongtration of TEST in a least one country could have faled as a result of these circumstances,
which would have thrown the success of the overal regiona project into question.

Another concern related to the MSP modality that has been mentioned previoudy is the lack of a
forma preparatory (PDF) phase. This project could have benefited greetly from at least a PDF A
and more redidicdly from a more prolonged PDF B during which a better understanding and
expaience of counterpat options could have been deveoped, and cofinancing partnership
obligations could have been confirmed and ensured.

The MSP moddity and its funding condraints dso did not dlow for the incuson of any technicd
or adminidrative support to the Project Coordinator. The subject matter and dructure of the project
was such that the Project Coordinator was required to travel a lot in order to ensure proper
implementation and effective project ownership a the nationd leve, and in order to mantan an
effective didogue with dl nationd counterpats and the enterprises themsdves. Clearly this placed
a heavy burden onto one person for the 3 -year period of the project and reflects both a srong risk
in the choice of the MSP modality, and the need to provide dedicated support staff to senior Project
Management throughout the project lifecycde if they ae to perform ther duties effectivey. It is
insufficient to dae that the proof of the effectiveness of the project desgn lies in the evidence
provided by a successful concluson to the project. The Evauator strongly suspects that this has
more to do with the fortuitous sdection of a strong and determined Project Coordinator rether then
good project desgn. This is an dl-too-common fault in GEF project design dructure and needs
serious congderation for future projects of this nature where efficient project management and
coordination may be undermined by inadequate support or over-optimistic project targets within a
too-limited timeframe.

Another congraint imposed on the project by usng the MSP moddity was the lack of a significant

project development phase in the participating countries. A PDF B phase is often a vaduable
opportunity to seek out strong counterparts and dakeholders. Also in the case of TEST, it would
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have dlowed a more phased gpproach to enterprise sdection, with a pre-project opportunity to raise
awareness in companies a the level of top management before an enterprise was selected. It would
dso have dlowed more time to confirm cofinancing and to ensure forma endorsement of such co-
financing (sseWor kplan and Budget below).

There was a generd opinion amongst most stakeholders that the project would have benefited from
a longer timexde (especidly with regard to enterprises implementing CP and EST Option
recommendations), and more funding to include a greater number of enterprises. In some cases it
was fdt that severd environmentdly sound options had been identified but that their integration
into an enterprisg's drategy required more time than was avalable within the timeframe of the
project. This time-frame was dso consdered to be too optimigic with regard to having an effective
influence on company drategy. However, having sad this it does gppear that most companies were
impressed with the TEST process and were able to appreciate the improvements that it could make
to productivity and competitiveness.

One area of concern that can be traced back to project design is the issue of demondrating TEST
processes a companies that produce little by way of water-borne pollution or whose water
consumption is of little consequence. This only redly gpplied to two companies out of the 17. In
farness to the Project Management, the Project Document itself makes few references specificaly
to water-rdaed pollution. In fact, Component 2 — Enterprise Demongrations actudly States as one
of its Outputs “Applying the TEST gpproach to 20 enterprises in order to identify the leest cost
solution for complying not only with water related environmentd norms, but also with other
environmental norms as required by EU Directive on Integrated Pollution Prevention and
Control'. The IPPC Directive dearly includes reduction in the use of raw materids (especidly
toxic chemicds), ar emissons and energy efficiency among its environmentd norms. In future,
Project Documents related to TEST should be specific aout which types of enterprises should be
sdected in kegping with the ams and Operationd Strategy for GEF International Waters. In this
paticular dtuation a case can be made tha dl forms of pollution, waste generation, or
ingppropriate use of resources can be harmful in the longterm to the well-being of the Danube
River Bagn.

Although the overal concept of the Poject Desgn was good and the Components were logica
there were a number of design condraints which represented red risks to the project and affected
actud ddivery in some aress. Thee included the fact that the GEF preparation and submisson
process was 0 long that many of the hotgpots had changed when the project reached
implementation. The regiond Project Management team was effectivdly one person with no
dlowance made for adminidrative support and the backstopping during the condderable periods of
travel inevitable in a project of this nature. The ddiveries were too optimistic for an MSP. The lack
of a preparaory phase and a reasonable inception stage were problematic. Finaly, Companies had
barely enough time to adopt and implement their Type A-C options. SQA score= 70%.

4.2.2 Project Management

There is very clear evidence throughout the project of effective and congstent networking between
the Project Management and the various stakeholders (including the nationd counterparts, sdected
enterprises, responsible government agencies, and relevant NGOs). Much of this networking and
communication was & a oneto-one levd. The vadue of this dose working reationship and the
consequent strong network was recognised by the counterparts in each country as well as many of
the government and industry stakeholders. The very tangible outcome of this effort by the Project
Management and the Project Coordinator in particular is an established and sugtainable network of
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cooperdtion and information-sharing throughout the project host countries and beyond into the
other Danube countries. The Regiond Coordinator recognised that one possble improvement could
have been the development of community levdl NGOs to raise awareness and to empower the
community with regard to industrid activities rdaed to specific hotspots. However, this was not
within the remit of the origind project document and certainly the condraints of timing and funding
associated with an MSP would not have dlowed the flexibility to add such activities without
jeopardisng or weskening exigting project requirements.

The genera consensus from the CPCg/Ingtitutes was that the Project Management had been handled
vay cgpably and very professiondly, especidly in view of the different levels of capacity in each
country, and the difficulties in early implementation and counterpart sdection in a leest 2 of the
countries. The early stages of the project required a level of sengtivity and diplomacy, baanced
with firmness and good guidance, and the counterparts fdt that this was achieved effectively and
was criticd in the overdl success of the Project. One CPC, with consderable experience of
working in the region and with UN-type projects, stated that this was “the best-managed project
that they had ever experienced”.

The counterparts aso valued the regular meetings between themsdalves and the Project Management
which provided excelent opportunities to share experiences, technologica innovaions, and new
TEST-rdlated agpproaches. However, one suggesion for improvement was that the technica
conaultants should be included in such meetings in any future Project of this nature, and to arange
different types of medting focusing on technicd level exchange, training, top management palicy,
etc. Although the CPCs recognised the generdly wesk interaction with government in the TEST
Project they dso fdt that the project objectives did not require dgnificant input from government
and that TEST can function directly through its reationship with the private sector, with some
gmple links to government for information and awareness purposes. The generd feding wes thet
the project was a successful one because it was directly addressng the private sector as the root
cause of the threat. In the Evauator's opinion (drongly supported by mgority of stakeholders), it is
the drength and determination of the Project Management throughout the implementation of the
Project that has been amagjor factor in the success of this project. SQA score=100% .

4.2.3 Project Execution and | mplementation

Project Execution was undertaken by UNIDO (United Nations Indudrid Development
Organisation). According to the Project Coordinator this UN Agency was the best choice for the
Executing Agency (EA) as they dready had consdeaable expeience in cdeaner production
techniques and many of the TEST procedures. They aso have direct contacts with the exiging
CPCs and many reaed inditutions, as UNIDO was instrumental in setting up the CPC network.
The procedlres used during TEST (both the technica requirements and the capacity building and
training) ae farly sandard approaches for UNIDO. This choice of EA was supported by 4l
dekeholders, and the Evaduator noted dl-round strong support for UNIDO's contribution and
handling of the project execution from al stakeholders questioned.

Project Implementation was through UNDP (the forma Project Implementing Agency — IA). No
problems were identified by the project Coordinator and EA regarding the IA/EA reationship nor
did they note any failures on the part of the IA to support the project. One minor criticism of the IA
was amed a their lack of atendance a any of the appropriate regiond project Stakeholder
meetings. However, this may dso be a reflection of the absence of a formd Steering Committee for
this project as discussed above. In any event it appears to the Evaduator that the Executing Agency
was wdl in control of Project activities and that there was no apparent need for the IA to involve
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itsdf more than it did. There may have been a diplomatic role for the IA with regard to the Stuation
in Bulgaria where an ingppropriate counterpart hed been sdected, but in the find andyds this
Stuation was resolved by the Project Coordinator and the project network, without any need to
resort to higher-leved diplomatic intervention. Certain CPCs were a little more critical of the 1As
role and dated that they saw little input or interest from UNDP & the nationd level. Most contracts
were pad directly by UNIDO but in some cases it was through UNDP Country Offices and, where
this was the case, payments were frequently delayed. This was often blamed on ‘incorrect reporting
and payment request procedures but the CPCs were given no ingtructions on how to report or who
to report to and fdt that this was unfair. One concern noted previoudy by the Evauator that applies
here is the lack of feedback from the IA on the APR/PIR. This is a common criticism within GEF
projects and can have subgantidly harmful effects where the APR/PIR identifies critical issues
such as the lack of cofinancing that was related to this Project. Later discussions with the 1A on
this matter revealed that the IA had not provided any response as it consdered that these APR/PIRs
were among the best provided by any project each year and required little if any revison. In
paticular the 1A fdt that they were especidly strong in reporting on quantifigble indicators.
However, the Evaduator feds that the IAs should provide some feedback to dl Project reports (not
just annua but quarterly) even if it is only to inform the Project management that they are satisfied
with the progress indicated by the report and have no specific comments on the content. Lack of
any feedback can be disheartening to an overworked and dedicated project team. Certainly some
response should have been forthcoming in relaion to the dear indication that unredised co-funding
was presenting a problem to the project.

The Nationd Cleaner Production Centres were drectly involved in the execution of the project,
while the Regiond Environment Centres hdped dgnificantly with the dissemination of
information.

Each country had an Advisory Board made up of rdevant stakeholders from the CPCs or pollution
control inditutes, and from government. For example, in Crodtia the AB conssed of a
representative from the Minigry of Environmenta Protection and Physicd Planning, The Ministry
of Economy, the Minigry of Agriculture and Fisheries, the State Directorate for Water, the
Regiona Environmenta Centre, and the CPC. The Regiond Environment Centre was seen to be as
acting as an ‘umbreld representative for NGO organisations. The Nationd Advisory Boards met
24 times per year depending on country and need. The nationd ABs were insdrumenta in the
section of the demondration enterprises for TEST. Preiminary hotspots were taken from the
Danube Pollution Reduction Programme, and then updated and reconfirmed by priority by the State
Directorates for Water. All rdevant Ministries were asked to provide input a this sage. The AB
then looked a the longterm viability of the enterprise including its financid dtuation and the datus
of ownership. All candidate enterprises were required to provide a current lig of emissons
Gengdly, the ABs found that the enterprises could see the overdl advantages of cleaner
production in reaion to EU requirements and competitive marketing. Some companies were
dready aware of the concept of cleaner production through an earlier project financed by USAID.
The Concept of environmental accounting was a farly new idea and this required some petient
explanation. One dakeholder did raise a concern that athough the ABs had a sgnificant role on the
launching of the project (especidly identification of the enterprises) they had less of a role in
monitoring and dissemingtion of the results. Another problem that was noticed during the project
was the continuity of membership of the ABs as a rexult of changes in Ministry personnd ad

responghbilities
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A find meeting of dl Nationd Counterparts was held in Vienna where each country presented its
results. Following this there were the Nationd Dissemination Workshops to which dl relevant

nationd stakeholders were invited.

In concluson, Project Execution was seen to very effective. Implementation must be consdered to
have been less effective and there are concerns here regarding better oversight of Project Design in
relation to standard GEF requirements. These Implementation concans are reflected in the dightly
lower than perfect SQA score =80%

4.2.4 Country Ownership/Drivenness

Country ownership of the project resdes in the Advisory Boards (ABs) and in the nationd
counterparts (at the individuad and agency leve). At the nationd leve, the ABs were directly
involved in the sdection process for the enterprises, the identification of which indudtria sectors
the project should focus on, and in negotiaing the involvement (induding signed agreements) by
the sdected enterprises. A further function of the ABs was to provide politicd support to the
project, creste nationd awareness and to promote and disseminae the results The level to which
the ABS have been effective in this role varies from country to country. The membership of the AB
in each country was discussed and agreed with the nationd counterparts and with the GEF Foca
Points. The Project tried to ensure a wide sdlection of stakeholders but with any emphasis on those
diredtly invalved in indudrid pdlicy, environmenta concerns, and the pertinent EU directives. AB
members were not paid for ther involvement so this does represent a direct commitment at the
netiond leve.

All of the TEST project counterparts have been non-profit organisations. Representatives of the
Regiond Environmental Centres (which are the mogt important pertinent NGO in Centrd and
Eagtern Europe) were aso members of the national Advisory Boards.

It was notable within one of the 5 project countries that the GEF Focad Point was quite unaware of
the status of the project & the time of the evauation. Severd enquiries on the part of the Evauator
identified that the fault gppeared to lie within the government department responsble and not with
the Project. The department had been consgtently gppraised and invited to atend project medtings
and workshops but gppeared to suffer from ether limited human resources or limited awareness
possbly as a result of congant changes in personned or other priorities It is however, a farly
serious oncern a the regiond leve that a GEF Foca Point should be out of touch with a project of
this nationa dgnificance. This concern should be addressed by UNDP (in coordination with
UNIDO) as the Implementing Agency that has regiond responghility in this case It should be
noted that where government agencies were actudly involved in the TEST project, they were
generdly fully committed. However, there was a generd opinion among the dakeholders that
government (certainly a the policy levd) should be teking a cdoser interet in the outcome and
lessons from the TEST project. SQA score =75%

4.2.5 Workplan and Budget (including cost effectiveness)

The Project gopears to have sayed farly dose to its origind scheduled workplan, dthough with the
need for some changes in order to embrace the new integrated and modular approach to TEST.

On the topic of cod-effectiveness it has to be dated that the Project objectives and intended
outcomes were overly optimigic within the condrained budget of a GEF Medium-Sized Project.
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Much of the identified cofunding was never redised as such. If the cofinancing had been redidic
and accurate then the MSP approach could have been more gppropriate. The Project Management
edimated that only 20% (US$250,000) of the projected cofinancing was ever redlised. The Project
Coordinator fdt that 3 years was not too ambitious dthough it cetanly left litle room for
flexibility. But the framework of activities had to be revised to fit within that time congraint. Some
of the activities identified within the sepwise gpproach (See figure C.1 in the origind project
Document) were ingppropriately placed, especidly under the new modular integrated approach
adopted at the beginning of the Project and needed to be re-shuffled.

The Project Coordinator identified no dgnificant problems with project disbursement of funds. One
recommendation was that fewer contracts with each country would have been safer and more
managesble. A further recommendation was for a preparatory phase for such a project to dlow time
to secure cofinancing and to deveop early working reationships with and between the nationd
counterparts (especidly in those countries which had no CPCs) and to dlow for time to discuss and
explan the workplan and budgeting procedures.

The 2003 APR/PIR notes that there is a deficit of -$860,000 between the proposed ($1.48 mill) and
actud ($0.62 mill) cofinancing for the project. This deficit is reflected again in the 2004 APR/PIR
but as a dightly higher figure of —$930,000. Mogt of the deficit seems to have been from co-
financing origindly expected to be redisad through UNIDO. In fact, the actud cofinandng
includes additiond cash contributions from Governments ($90,000) and Private Sector ($380,000)
that were not in the origind Project Document caculations. The actuad deficit of contributions is
$1.48 million that was origindly expected to come from UNIDO. Although it is not initiadly clear
from the Project Document or the APR/PIR exactly where the responghility for the shortfdl in co-
financing lies, the Evaduator was informed by Project management that the problem was due to
nonddivery of expected cofinancing from the Swiss and Audtrian governments to UNIDO, two
countries which had initidly been very supportive of the project. Attempts were made through the
Executing Agency to negotiate the ddivery of these expected funds but this was unsuccessful. The
Project decided therefore to try to make up the deficit through other potentid donors and the Czech
and Hungarian governments came to the project’s assstance with co-financing of $90,000. UNIDO
dso contributed a further $150,000. It should be noted here that one very podtive dement with
respect to the cofinancing was the dgnificant contribution provided to the project by the
enterprises themsdves, both cash and in-kind. The 2003 APR/PIR identifies $308,000 in additiond
co-finances representing such enterprise inputs as the dlocation of human resources for training in
the various modules and aspects of TEST. Furthermore, the various enterprises between them
contributed $2.2 million by way of adoption of deaner production and low-cost technologica
modification messures.

Generdly, budget expenditure seemed to have been handled efficiently and dl disbursements were
a planned. The project workplan was followed farly accurady, teking into account the
modifications to the Project in the early dages and the budget condraints previoudy mentioned.
However, the budget shortfal mentioned above could have represented a serious risk to the project
and is quite probably responsble for the reduced ddiver within Component 3 (Diffuson of
Resaults) and one or two other areas of the project relating to replication and transfer of lessons.
There isaserious lesson to be learned from this. SQA =70%.

4.2.6 Monitoring and Evaluation

The Project followed standard procedures for reporting and monitoring. Quarterly Reports were
prepared for UNIDO to submit to UNDP in Braidava (the Implementing Agencys Regiond
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Office). UNDP Annud Project Reports (APR) combined with GEF Project Implementation
Reviews (PIR) were prepared in 2003 and 2004. The Project received some feedback on these
APR/PIRs from UNDP-GEF in New York, but did not receive any feedback from the Regiond
Office on the quarterly reports. This lack of feedback on formd project progress reports is a farly
common concern raised in GEF projects. If a Project Manager/Coordinator has taken time to
prepare such a quarterly update it does seem reasonable to expect the relevant office receiving the
report to a lesst acknowledge the report even if only to recognise that the project is running on
schedule and efficiently. Of course, lack of response is a more serious concern if such reporting
does actudly identify some issues that may be impeding project progress. One example would be
the deficit of co-financing (as discussed above under Workplan and Budget) which should have
receved a response from the Implementing Agency) In future it might be advisble to indude a
find section within the report format that requires an officid response from and sgnature from the
A.

All assessments of project objectives and achievements within the 2003 and 2004 APR/PIRs have
been given a Sdatisfactory or Highly Satisfactory score (which has presumably been accepted by the
EA and IA) and Risks to the project are rated as Low or (at worst) Modest. The Document aso
caries an explandion of the changes in procedure and moddity for the TEST project gpproach, and
relates these to the need to devdop and promote synergies between the different and
complementary  environmentd management  tools  supporting top management  decison-making
processes in medium and longterm planning toward environmental compliance and eco-efficiency.
Ovedl, the gpproach was improved and redesigned to be more proactive and sympathetic to the
individua needs of each enterprise, whilgt 4ill aming to capture the lessons and best practices
from the overdl TEST process for comparative purposes between each enterprise.

The Project Coordinator noted that a st of project indicators is undoubtedly a useful guideine for
project performance but that there needs to be some flexibility to compensate for changes and
improvements in project activites and outcomes. The Evaduaor would fully concur with this
observation. It was fet tha the origind indicators could have been more gppropriate. There was
never redly an opportunity to refocus the indicators after the changes were made to the TEST
procedures. Revised indicators were included in the 2004 Annud Project Report which but these
were less quanttitaive then the origind indicators, and were never formdly acknowledge or
adopted. One CPC noted that it would have been hdpful to have specific indicators to follow
(within the Project Document) that related more accurately to what the project was trying to
achieve.

It seems that this Project was developed and submitted on the cusp of changes to monitoring and
evauation by GEF. In this respect, it should be taken into account that a the time of the Project
submission the concept of Process, Stress Reduction and Environmental Status indicators were only
just being introduced and this project was submitted prior to their generd adoption.  Furthermore,
the Evduaor would certainly accept that the origind project indicators were no longer gppropriate
for the new integraied and modular TEST agpproach and were probably never gppropriate to the
origind project, or indeed redidic. With this change in approach, a new set of indicators should
have been discussed and refined at this early implementation stage in the project and adopted by the
Advisory Boards, EA and IA. It would be vaduable in future if the format for the APR included a
quesion on the continued gppropridieness of the origind indicators and whether they dill serve
ther purposes for Project M&E, othewise projects could find themsaves being evauated on the
bass of ingopropriate and out-df-date indicators and could find themsdves being dlocated low
Success rates despite good proactive ddivery.



The Project Advisory Boards in each country were made aware of the project staus vis-a-vis the
results from the APR/PIR assessments. There was no disagreements or additiona input required as
far asthese stakehol ders were concerned.

There was no mechanism included in the origind project design, nor are there any current plans to
review the daus of the demondration enterprises or the nationd counterpart inditutions following
closure of the Project. This would be a vduable exercise, as it would be with any GEF Project,
dthough it is rardy included in the design or in the find Project Document workplan. This is not a
fault of the Project as such. At the time that this Project was stbmitted, post-project evauation and
assessment was not conddered a requirement by GEF. Even today, it is only included if the Project
designer feds it is important, and it is dill not an essentid pat of a GEF Prgject lifecycle or
workplan. In the case of this project, a ‘hindsight' recommendation would have been for UNIDO to
cover the post-project assessment and evaluation as part of its co-funding to the project.

Findly, there was no mechaniam built into the origind project for its evdudion. This is a
condderable oversght in project monitoring and evauation and cregted further financid condraints
to the project as funds had to be redlocated for this work. As a consequence there were bardly
aufficient funds avalable to cary out an effective termina evaduation of the project. However, the
Project managed to react to this oversght proactively and should be given credit for this.

SQA scorefor this project criteria= 85%

4.3. Overdl Project Impact

4.3.1 Objective Achievements

On a gened levd, the contribution to the longterm objective to clean-up the Danube River basin
is very podtive. The Project has demondrated redl actions and processes that can achieve this am
and has done s0 very successfully. According to various stakeholders, it has dso cadysed some
changes in paliticd thinking within the participating countries and the overdl TEST goproach is
accepted within most pertinent government circles as being good prectice. At the private sector
level there was overdl drong support for the process and the demondraion enterprises now
srongly vadue and support this gpproach which reates cleaner production to incressed savings, and
a more competitive company daus in a wider market. As a bonus the companies dso gain an
improved image as they enter a different arena of judgement and criticism within the EU.

Although there were differing leves of achievement within the different enterprises, none of the
sdected enterprises withdrew from the Project & any stage, and al of them achieved notable results
and a condderable degree of success by moulding the TEST process and modules to suit their
individud needs. The Project Management consder the primary reason for this success to be based
on the confirmation of the overdl TEST approach, namdy that improving environmenta
performance does not have to be achieved a the expense of compstitiveness or through non-
retrievable invesment. This in itsdf has provided a ‘modd’ demondration of the basc premise of
TEST. It should, however, be noted that the EU pre-accesson environment in Centra and Eagtern
Europe a the time of the TEST project was very beneficid to project objectives and ddivery, and
provided an enormous incentive to the enterprises.

The Project has undoubtedly achieved its overal objective as stated in the Project Document

4.3.2 Constraints



One early condraint on project ddivery was the problem of explaining to managers the potentiad
for savings through more cog-effective use of resources and through the introduction of cleaner
production and reduced discharges. A lot of the resstance to these new ideas can be understood
when consdering that cogs in CEE for utilities and raw materids are rdatively low, as is dso the
case for wadste disposal fees and associated pendties. The Project identified early in the
implementation process that low dakeholder interest in environmentd performance adong with
limited extend motivation to improve environmentd peformance represented  Sgnificant
impediments on persuading companies in the initid project sages to paticipae in TEST. One
project concluson has been that the usud economic drivers (such as EU pre-accesson
requirements) acted as much stronger incentives the environmenta ones. A very drong incentive
that was developed through the TEST process was the redisation of a ‘hidden’ non-product factory
producing high levels of wagtes, and representing (for example) 60% of their production cogts.

The trandtiond naure of the region, whils providing srong incentives through the EU pre-
accesson landscape, dso created some condraints in enterprise selection which had some influence
on the fact that a find set of 17 rather then 20 enterprises were adopted. The economics and politics
of this region are Hill trandtiona and mobile. In some ingances, companies that had agreed to Sgn
up to TEST (or actudly had dsgned up) withdrew a few days later with a change in politica
thinking or an overnight change in company ownership. However, genadly the CPCs felt that
having these contractud agreements helped to keep the companies on track once the TEST process
hed started.

Another condraint to the longterm effectiveness of TEST is the weakness of government
ownership of the project. There has been excdlent trandfer of ownership of the Project to the
nationad counterparts and their inditutes. But there has been very little trandfer of ownership and
knowledge to the government agencies (with possble one exception), especidly a the policy levd.
Undergandably such ownership is difficult to build, as this is a rdativey smdl project with little
funding ‘incentivé to government to raise its profile One possbility of cgpturing this government
ownership exigs in the potentid for follow-up ectivities in which government funds (such as
environmental trust funds) are accessed to support some of the TEST ectivities. In this respedt, it is
noted that Croatia has recently established a new Environment Fund (supported by, for example,
callecting annud revenues from CO. emissons from cars and from company emisson fees). The
intention is for this funding to be fed back into emissons and indugtry to improve environmenta
performance. However, there is some concern that the funds may be used for domestic wastewater
trestment insteed.

At the regiond leve, ownership is dso not as srong as it could be. The Danube Commisson has
provided a forum to present some of the TEST activities and results but this is insufficient a the
regiond levd in view of the potentidly large vdue of TEST to the other Danube countries, and the
potentid for improving the overdl environmenta landscape of the Danube river basin. Additiond
efort and planning a the regiond levd to drive home the lessons and practices from TEST
(throughout al Danube countries) is an essentia next sep.

In & least one country, the TEST team noted that athough they were able to build commitment at
the higher management level, the lower levels were often reluctant to embrace the TEST pocess as
they saw it as additiond work with no red persond pay-back, plus they felt that management didn't
redly appreciae the extra effort they had to put in. The team had to work hard to overcome this
atitude initidly, which was a product of poor top-down communications.



One farly dgnificant condraint placed upon the project reflects a less than adequate Project
Design. This has been discussed in some detal under the relevant sections. The Evauator was
concerned to note that there were no rdferences whatsoever in the Project Document to either
Sudanability or Replication of project activities and results. This is further reflected in the fact that
dthough the project ddivery has been superlaive, there is no effective mechanism to ceapture the
lessons and best practices and to activdy transfer and replicate them. Without such a mechanism
the GEF invesment is questionable. This is addressed (in relaion to possble solutions) later under
Recommendations.

5. CONCLUSIONSOF EVALUATION

This Project has provided a highly vauable demondration to the indudtrid privaie sector of how
cleener production and more environmentaly sound technologies can be embraced successfully by
companies without jeopardisng ther market postions and without incurring any dgnificant long-
term costs. In fact, the TEST process has demongrated that CPA and EST can add a significant
market-level advantage and can increese productivity and make companies more cos-effective
while producing less waste materids. These waste materids are not only expensive to dispose of
but also conditute a sgnificant ‘production’ cost to the companies. Therefore the TEST process has
been clearly demondrated to be a“‘win-win' exercisefor dl stakeholders.

One of the mgor benefits of the CP assessment for the participating enterprises was to provide the
management with a dear definition and identification of the source of their pollution problems, and
cdosdy relaed to this, the source of much of their loss of production costs. This was then related to
a dructured planning process including an andyds of the causes, and identification of a sdection of
measures for resolving the problems. Faced with a multitude of potentid CP and EST solutions, the
methodology enadbled the management to prioritise their actions and sdect the most effective
olution. One dgnificant output relaed to the EMA modules is the change in management dtitude
awvay from an intuition-driven investment gpproach to a proper investment agppraisd induding
evauation of environmenta impactsin monetary terms.

The demondration enterprises have made sgnificant improvements a both the type A and B levd,
with some type C (high invesment, longterm payback) being implemented aso. But the
enterprises now find themsdves condrained by the need for long-term codtly invesments and are
keen to identify possibilities for favourable loans and assstance.

Beyond this, the Project has developed capacity and strengthened inditutions within the region. The
exiging naiond CPCs have learned new skills and been given new tools with which to advice and
support industry in the growing need for CP and EST improvements linked to the demands and
requirements of the EU and its IPPC and 1SO requirements.

The Project has developed a wedth of sound lessons and vauable best available practices which
can be shared and trandferred not only throughout the region but dso throughout the world. It is

imperdtive that these lessons and BATs should naot be log.

Now, to be trdy effective TEST does need a transfer-and-replication phase that goes beyond just
the admirable but farly limited nationa disseminaion workshops tha were built into the project
design. If there were a shortcoming of the TEST Project then this would be it. Project Management
were aware of this and recognised it as a condraint to project success but, once more, were clear
that financid condraints and initid project design would not dlow more than was carried out. At
the vey leadt, the proect achievements should be cagptured and sudtaned through nationd
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programmes promoting TEST, and using the capacity and resources now dreedy in place. Greater
recognition of the vaue of the TEST process by government departments, coupled with more
widespread awareness within the private sector of the avalability of gpecidis assgance
(Conaultants, CPCs, other indtitutes) would be highly beneficid in this respect. There may dso be a
case for enhancing UNIDO's own promotion of the TEST approach within its country-specific
programmes and the through its network of CPCs.

In this respect the Project Management is to be applauded for its perdstence and tenecity in
enauring that the objectives of the Project were not undermined by some of the financid and project
design condraints as wel as some of the difficulties encountered in the early stages as a result of
the absence of a preparatory phase. Furthermore, the Project Management has shown a good,
proactive gpproach to project implementation which has proved to be respondve to the evolving
needs of the dients (the enterprises and the naiond counterpart indtitutions) and to the Project
Objectives as a whole. There are severa examples of this proactive flexibility that is essentid to a
dynamic GEF project. The early modification of the TEST process in collaboration with the
counterparts, the resolution of the problems with the earlier sdection of inappropriate counterpart
inditutions, the time condraints imposed by the MSP moddity dong with the funding condraints,
ec. All of these could have proved to be a subgtantid risk to the success of the project if they hed
not been effectively addressed, both quickly and efficiently.

Equdly, the nationd counterparts are to be applauded for ther commitment and support both to the
project itsdf in their endeavours to build ther own capacity and experience, and to the enterprises
with respect to the amount of time that the counterparts spent in rasng awareness and then
introducing and completing the TEST modules.

The Overdl Project Achievement and Impact SQA score and Reting is shown below in Table 12.
The Project has achieved an overdl evdudion rating of 4.2 which is equivdent to Excellent
Delivery Overall.

In the Evduator’s opinion, the TEST prgect demondrates one of the best investments that GEF has
made in a MSP project within the International Waters portfolio. The important step now will be to
build on this vauable invesment and to capture and trandfer the lessons, practices and procedures
devel oped through this very successful project.



TABLE 12: OVERALL SQA SCORESAND RATING FOR PROJECT ACHIEVEMENT AND DELIVERY

PROJECT ACHIEVEMENT ESTIMATED PERCENTAGE SUCCESSOF COMPONENT OR OBJECTIVE RATING
5/10|15( 20| 25]|130| H| 40|45 50| 55|60 65| 70(75| 8 |85(90( 5| 100 15

PROJECT DELIVERY

OUTPUTSAND ACTIVITIES
THREATS & CAUSES RESOLUTION
GLOBAL & NATIONAL BENEFITS
STAKEHOLDER PARTICIPATION
CAPACITY BUILDING

POLICY AND LEGISLATIVE REFORMS
REPLICABILITY

RISKS & SUSTAINABILITY

PROJECT IMPLEMENTATION

PROJECT DESIGN & PLANNING

PROJECT MANAGEMENT

PROJECT EXECUTION & IMPLEMENTATION
COUNTRY OWNERSHIP

WORKPLAN AND BUDGET

MONITORING & EVALUATION

OVERALL ACHIEVEMENT & IMPACT
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6. RECOMMENDATIONS

6.1 Recommendations Specific to the TEST project and similar Projects

A.

It is now very important that the lessons and best practices evolved through the TEST
project ae propely captured and transfered to other rdevant projects initiatives and
agencies. There would be condderable vdue in the production of a singe, consolidated
technical report on the TEST Project that includes the results and achievements from every
demondration enterprise dong with documented lessons and best practices. A vauable
output from the TEST Project as a whole would be a set of Knowledge Products carefully
crafted and amed a such audiences as the Danube Regiona Project, ICPDR, the EU, the
GEF Dnieper River Basin project, and other future GEF projects. Such Knowledge Products
are now a growing requirement of UNDP as part of the evaluation of its projects and it may
be that UNDP could assg in the development of such a package. These could focus on
cgpacity building and inditutiond srengthening experiences a the project leved, as wdl as
on BAT and TEST-related lessons at the technicdl leve.

. The exiging nationd CPC network needs to be sustaned and expanded, both

geographicaly and in subgtance. The two countries that participated in the TEST project
without a formad CPC need assgtance to develop such a centre, and other countries in the
Danube region aso need smilar assstance. The CPCs should receive dl the necessary and
gopropriate traning to raise them beyond jus CP centres to EST centres including training
and experience in the TEST modules. This would help to provide the necessary framework
for more effective transfer and replication of the TEST project results (lessons and Best
Practices). Furthermore, some condderation should be given to maketing of the CPC
expetise within the private sector, not only in the cortext of their dbility to underteke
gopropriate TEST modules but dso as impatid, independent and non-commercidly
orientated advisors to industry on BATSs.

. An dfective sngle CPC networking fecility should be mantained a UNIDO based on the

advances made through the TEST project in this area. This should include development of
the Information Management System linked into ICPDR, the Danube Regiond Project and
other relevant bodies.

Exiding demondration enterprises need some further assistance if possble with identifying
softloans and invesment opportunities to support ther gpproved type C (and, in some
cases, type B) EST improvements. Such soft-loans could dso be made avalable to new
enterprises wishing to pursue the TEST gpproach, once they have demongrated
commitment through the implementation of type A and type B improvements. Furthermore,
companies have identified the need for some financing to help them to develop the technica
agpects of the actud |oan applications.

There is a need to involve government more closdly in the TEST concept and to inform
them of the successes and potentid advantages a the nationad leve. This requires a
concerted effort of targeted awareness. Government agencies need to be engaged in the
TEST process as there may well be further concessons and incentives that they can offer to
companies to bring them on board in the firg ingance (bearing in mind that once companies
have been trained and sendtised in the TEST approach they usudly see the advantages for
themselves).
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F. Some levd of post-project assessment would be vauable to see how sugtaingble the TEST
process has remained within the companies and a the nationd level. There is a potentidly
vaduable role for the CPCs to play in this assessment process which could actudly go
beyond just assessment and review and involve active encouragement to the demondration
enterprises to continue their TEST-related activities.

G. In condderation of A-F above, there is a srong case for the development of a follow-up
phase to the TEST MSP. Such a phase could concentrate on capturing the lessons and best
practices, replicating them throughout the Danube region, usng the lessons learned to
drengthen the network of CPCs, developing an expanded programme of TEST throughaut
further enterprises with more support (both financid and policy-wise) from governments
which indudes invesment options and softloans for the larger EST needs, ec. The
requirement for such a follow-up phase was a consgent priority identified by nealy dl
dakeholders during this evduation and would ssem to be a logicd consolidaion and
expansion of the relatively small but successful investment made so far through the MSP.

6.2 Recommendations Specific to the GEF Project Desgn and Implementation Process

A. In future, careful consderation should be given to the appropriateness of the MSP modaity
for regiond projects of this naure. This moddity has condraints rdaed to the lack of a
ubgtantia  preparatory phase (such as a PDF B) during which project partnerships are
deveoped, inditutiond weskness and drengths can be assessed, and financid commitments
vis-a-vis co-financing can be formaly confirmed and endorsed. Furthemore, the MSP
moddity, by virtue of its fixed funding celing, inevitebly has condraints rdaed to the
project timescde and to the levd of funding avalable for project management and
adminigrative support.

B. Implementing Agencies should develop a policy of response to dl project quaterly reports
and APRs. ldedly, the APR/PIR format should require a sgned response from the 1A to
ensure that the Agency is aware of concerns raised in the report and has identified actions
that are be taken to rectify these concerns.

C. Any changes in the Project Document and its Outputs and ddiveries should be reflected
(where gppropriate) in corresponding changes to the Project’s indicators. These should be
documented within the APR/PIR and approved by the EA and IA.

D. GEF proects should drive to develop appropriste measurable indicaors with the Mid-Term
and Temind Evduation processes in mind. Evaduators depend on these verifidble
indicators to measure the success of a Project and their absence can cause an overly
subjective review. In this context, GEF and IAs should consder modifying MSP formats to
indude the Logicd Framework approach (or dmilar logicd progresson leading to
identification of measurable indicators) as a requirement.
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7. List of Annexes

Annex I: ToR
Annex |1 Lists of Persons/Agencies/Bodies interviewed
Annex II; List of Documents Reviewed

Annex IV: Questionnaire sent to non-mission country stakeholders
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ANNEX |: TERMSOF REFERENCE FINAL EVALUATION

Project number - EG/RER/00/G35

Project Title - Transfer of Environmentally Sound Technology (TEST) in the Danube River
Basin

Background

Enterprises in the countries of the middle and lower Danube River basin are facing numerous chdlenges as
they go through a radica reshaping in their move towards market economies. At the same time, they are in
the process of responding to the environmental objectives of the Danube River Protection Convention
(DRPC) and the environmental requirements that come with accession to the European Union; the most
significant of these is the EU’s Integrated Pollution Prevention and Control (IPPC) Directive. The DRPC
and the EU’s IPPC Directive both require enterprises to apply best available techniques (BAT/EST) and best
environmental practices (BEP).

In 1997, the United Nations Development Programme (UNDP), with the financid support of the Globd
Environment Facility (GEF), launched the ‘Pollution Reduction Programme for the Danube River basn’,
through which it identified 130 magor manufacturing enterprises known as ‘hot spots that were significant
sources of pollution to the waters of the Danube River basin. A significant number of these enterprises were
contributing to transboundary nutrient and/or persistent organic pollution.

In April 2001, UNIDO sarted the implementation of the TEST programme taking on the chalenge to
effectivdly demondrate to the indudtries of five Danubian countries (Bulgaria, Croatia, Hungary, Romania
and Sovekia) thet it is possible to comply with environmentad standards and till maintain, or even enhance
their competitive position.

The TEST programme's primary financia supporter was GEF, with some participation from UNIDO and
other donors (the Hungarian and Czech Governments). The project’s nationa partners (counterparts) were
the Nationa Cleaner Production Centres (NCPCs) of Croatia, Hungary, and Sovakia (members of the
UNIDO/UNEP network of NCPCs), the Ingtitute for Industrial Ecology (ECOIND) in Romania, and the
Technica University of Sofiain Bulgaria

The objective of the TEST project was to build capacity of the national ingtitutions in the five selected
Danubian countries in integrated environmental management (TEST integrated approach) for the Transfer
of Environmentally Sound Technology. The TEST approach has been introduced at sdected indudtrial hot
spots to demonstrate that it is possible to comply with environmental norms of the Danube River Protection
Convention while at the same time taking into account the needs to remain competitive and to deal with the
social consequences of major technology upgrading. The enhanced inditutional capacity would then be
available to assist other enterprises of concern in these countries as well as other Danubian countries.
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The implementation of the project consisted of three operational components:

Component I.  Ingtitutional Strengthening
Component I1. Entreprise Demonstrations
Component 111. Dissemination of Results

The TEST programme in the Danube River basin targeted 17 hot spots of industrid pollution (the list of
enterprises is provided in table 1), of various industria sctors. Through the programme, these industria
polluters have been introduced to the TEST integrated approach having the opportunity to learn how to use
environmentally sound technologies to improve productivity, whils a the same time complying with

environmental norms and regulations.

Country Selected Enterprise Industrial Sector — Focus of the project
1 Croatia Agroproteinka Meat Rendering
2 Gauvrilovic d.o.o0. Integrated meat processing
3 Herbos Pesticides Atrazine plant
4 IPK Tvornica Secera Osijek Sugar production
5 Romania ASTRA Romana Petrochemical — refinery
6 Rulmentul Machinery — bearing production
7 Chimcomplex Intermediate Chemicals -Isopropyl -amine
8 SOMES Pulp and paper
9 Slovakia AssiDoman Sturov Pulp and paper
10 Zos Trnava Machinery - repair railway wagons
11 Hungary Gunter — Tata Kft. Machinery - repair railway wagons
12 Indukcios es Vedogazos Steel heat treatment
13 VIDEOTON Audio Company Electronic products, plastic and wood processing
14 Nitrokemia 2000 Intermediates Chemicals
15 Bulgaria Yuta JSC Textile
16 Slavianka JSC Fish processing
17 Zaharni Zavodi AD Sugar - Alchool production

Table 1— List of demonstration enterprises participating in the TEST project

TEST project implementation strategy

The project implementation strategy has been adjusted during project implementetion, as indicated in the
UNDP/GEF Project Implementation Report (PIR’) June 2003 (section 3) in order to reflect country specific
conditions and to achieve the project objectives in a timely and cog-effective way. By replacing the origina
step-by-step approach with the integrated approach, the revised TEST project implementation Strategy
promotes synergies between different and complementary environmental management tools supporting top
management  decisorrmaking processes in medium and long-term planning toward environmental
compliance and eco-efficiency.

The TEST integrated approach to industrid environmenta management developed by UNIDO, has been
desgned to assst enterprises in the developing and trangtionad countries to effectively  adopt
Environmentally Sound Technology (EST). The application of the TEST integrated approach and its tools,
leads to continuous improvement of the economic and environmenta profiles of companies.

The integrated TEST approach is based on severd three basic principles:

1. Fird, it gives priority to the preventive approach of Cleaner Production (systemétic preventive
actions based on pollution prevention techniques within the production process) and it moves
intoconsiders the transfer of additiond technologies for pollution control (end-of-pipe) only after the

2 For additional details on the revised implementation strategy seethe related PIR - June 2003
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cleaner production solutions have been explored. This leads to an transfer of technologies aimed a
optimizing environmentally and financid ly optimized dementstrandfer of technologies: a win-win
solution for both arees.

2. Second, the integrated TEST approach addresses the manageriad aspects of environmenta
management as wdl as its technologica aspects, by introducing tools like such as Environmenta
Management System (EMS) and Environmental Management Accounting (EMA).

3. Third, it puts environmenta management within the broader dtrategy of environmental and scid
busness responshilities, by leading companies towards the adoption of sustainable enterprise
dtrategies (SES).

The scheme below shows the stages of the revised TEST implementation strategy.
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Obijective and Scope of the Evaluation Mission

Theevauation is an activity in the project cycle, which attempts to determine as systematicaly and
objectively as possible, the relevance, efficiency, effectiveness, impact and sustainability of the project
againd its objectives. It will aso identify factorsthat have facilitated or impeded the achievement of these
objectives. While athorough review of the past isin itsdf very important, the in-depth evdudtion is
expected to lead to detailed recommendations and lessons learned for the future.

The mission will assess, with respect to:
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Project Design
- Appropriateness of the project’s concept and design to the overal Stuation of Danube River Basin

and related dtuation of the industria hot spots
- Relevance of the project design within the framework of GEF programmes and guiddines

Project |mplementation

- Generd implementation and management of the project in terms of quality and timeliness of inputs
and activities, adherence to workplans and budgets

- Adequacy of management arrangements as well as nonitoring and backstopping support given to
the project by al parties concerned

- Indtitutional set-up through the National Advisory Board mechanism and the degree to which it has
encouraged full involvement of the countries

- Responsiveness of project management to changes in the environment in which the project operates

- UNIDO execution modality

- Co-operation among project partners (UNIDO, UNDP/GEF, Commission for the Protection of the
Danube River Basin (ICPDR), Nationa counterparts and Nationa Coordinators)

Project Impact

- Achievements of the project againg the origina objectives, outputs and activities as detailed in the
project document

- Level of awareness of the participating countries regarding project outputs

- Leve of ownership of the project by the participating countries

- Level of commitment of the countries to support ongoing project and potentia future replication
activities

- Degree of support given by the riparian Governments in integrating the project objectives and goals
into the national devdopment programmes and other related projects, and how well the project fits
into nationa development policy

- Impacts on policy and strategy of countries

- Project impact on enhancing co-operation among industrid sectors and project partners
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Conclusions and Recommendations

Based on the above points, the evaluation mission should provide conclusions and recommendations,
induding:

- Genera feedbacks on the implementation of the project

- The degree to which the project objectives have been satisfied

- Significant lessons that can be drawn from the experience of the project and its results, particularly
those eements that have worked well and those that have not

- Recommendations on further actions in the region upon completion of the current project

M ethodology

The evauation will be composed of three activities: studying documents, observing project participatory
processes, and interviewing individuads who are either involved in the project, or who have or might be
expected to have been impacted by the project.

0] Studying documents

The team members shall familiarize themselves with the project through a review of relevant documents
prior to travel to the region. These documents include interdia,

- Project Document

- TEST project manua

- Nationd publications

- GEF Project Implementation Review (PIR) 2003 and 2004

- UNDP/GEF Quarterly Operational Reports (QOR)

Electronic copies of sdlected documents will be sent to the Evauator in advance of the mission.
(i) Observing project participatory processes

- Observe nationa dissemination seminar in Sofia, Bulgaria (Date to be fixed second half of February

2005
(iii) Interviewing project partners

- Project Coordination Unit a UNIDO

- Sdected nationa coordinators in the participating countries

- UNDP Country Officefocd points in the participating countries

- GEF focal points and UNDP-GEF regiond coordinator for Central Eastern Europe
- ICPDR EMIS group - focal points

- Nationa counterparts project coordinators / co-operating ingtitutions

- Representatives of demonstration enterprises

And in doing so, undertaking field visits to at least two project countries.



Composition of the Mission

An internationa consultant who shall be responsible for the overal review of the project shal conduct the
project evaduaion. He should have extensve technicd and managerid background a both policy and
inditution leve of environment and internationd waters in particular, and in-depth experience of project
evauation techniques, particularly of those projects, which are funded by GEF. Experience in Central and
Eagtern Europe is preferable. Fluency in English is required.

Misson timetable and itinerary

The duration of the consultancy for the Team Leader shall be 15 working days, including travel time, based
on the following itinerary:

2 days Home-base review of relevant documents

1day travel to Vienna

2 days Interviews with UNIDO project management unit and ICPDR

1day Travel to project country one (to be identified)

2 days Nationa counterparts, Members of nationa advisory boards and enterprise vists
1day Travel to another project country (to be identified)

2 days National counterparts, Members of nationa advisory boards and enterprise visits
4 days Draft and finalize report

Report

In drafting the report, the consultant will be guided by the standard UNDP Guidelines for Evaluators.

The find report should contain the following Annexes.
Terms of Reference for find evauation
[tinerary (actud)

List of meetings attended
Ligt of persons interviewed
Summary of fidd vidts
List of documents reviewed
Any other rdlevant materia

As the report is the product of an independent evaduation, it is up to the consultant to make use of the
information provided during the misson. However, the evdudion team is responsble for reflecting any
factua corrections brought to their attention prior to the finaization of the report. Therefore, in order to
ensure that the report consders the view of al parties concerned, is properly understood, and is factualy
accurate, it is required that the consultant submit draft report to UNIDO and UNDP/GEF. UNIDO will revert
promptly with collective feedback from project partners in order that the evduator may finalize hisher
report.

The find verson of the evauaion misson report should be submitted in eectronic format (MS Word) to
UNIDO and UNDP/GEF no later than one month from the date of start of the evauation. The report shall
aso be submitted in five hard copies to UNIDO.

Contact information for UNIDO and UNDP/GEF:

UNIDO
Mr. Pablo Huidobro
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Chief Internationd Waters Unit

Energy and Cleaner Production Branch
phuidobro@unido.org

td.: 0043-1-260263063

Ms. Roberta De PAma

Project manager

Energy and Cleaner Production Branch
rdepalam@unido.org

tel.: 0043-1-260263486

UNDP GEF Regional Office

Mr. Nick Remple

GEF Regiond Coordinator for Biodiversity and
Internationd Waters

Europe and CIS SURF

E-mail: nick.remple@undp.org

Td.: +421-2-59337458
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ANNEX11:  LIST OF PERSONS/AGENCIESBODIESINTERVIEWED

UNDP

Andrew Hudson — UNDP GEF Principa Technica Advisor on International Waters, UNDP NY C

Juerg Staudenmann — Water Governance Advisor, UNDP Bratidava Regiona Centre, Slovak
Republic

UNIDO

Roberta De PAlma— GEF TEST Regiona Programme Coordinator — UNIDO Vienna

Pablo Huidobro, Chief, Water Management Unit, UNIDO, Vienna

MihadlaPopovici — Technica Expert — Water Management and Pollution Control - ICPDR

Slovak Republic Stakeholders

VieraFeckova— Director - Sovak Cleaner Production Centre (TEST Project NFP)
Jana Badesova — Nationd coordinator - Slovak Cleaner Production Centre

Jarodav Burjaniv — Lead Test Consultant TEST to ZOS Trnava enterprise- Sovak Cleaner
Production Centre

Vladimir Hudek — Director — Sovak Regiond Environmenta Centre

Zdena Kenarova — Senior Advisor — Ministry of Environment (ICPDR foca point)
Jurg Skra— Desk Officer for UN Agencies— Minidry of Foreign Affairs

Micha Derg — Project Manager - Slovak Regiond Environmenta Centre

Rudolf Brezovsky — Director — Zos Trnava Enterprise

Frantisek Ruzicka— Deputy-Director - Zos Trnava Enterprise

Jarodav Striz — Market Manager — Zos Trnava Enterprise

Frantisek Drgon - Systems Manager — Zos Trnava Enterprise

Croatian Stakeholders

Marijan Hogt — Director — Croatian Cleaner Production Centre (TEST Project NFP)

Morana Belamaric— National Coordinator -Croatian Cleaner Production Centre

ZdjkaMedven — Project Manager — Regiond Environmenta Centre

IvanaHdle — Head of Department, Ministry of Economy, Labour and Entrepreneurship (and

UNIDO Focal Point)
VisnjaJdic Muck — State Secretary — Environmenta Protection Divison - Ministry of
Environmenta Protection, Physica Planning and Congtruction

GordanaRuldic — Assistant to State Secretary - Environmenta Protection Divison - Minigtry of
Environmenta Protection, Physicd Planning and Construction

Mojcu Luksc— ICPDR Focal Point — Mindtry of Agriculture, Forestry and Water Management
(previoudy Head of Water Policy Sectionin EMIS)

Savko Brebric — Technica Director — Gavrilovic Enterprise

MilicaOpacic — Head of Environmenta Management - Gavrilovic Enterprise

Dascha (Unknown Surname) — Head of Human Resources - Gavrilovic Enterprise

Janez Petek — CPC Consultant for IPK Tvornica Secera Osijek Enterprise Demonstration

Nafis Defterdarovic — CPC Consultant for Gavrilovic Enterprise Demongtration

Bulgarian Stakeholders
Tzanko Tzanov — Associate Professor — Technica University of Sofia— TEST Project Nationa

coordinator - Bulgaria
Alexandar Kiriy — Professor and Dean — Faculty of Power Engineering and Power Machines—
Technicd University of Sofia



Milko Lovchev — Professor and Expert in Water Chemistry —COGen Engineering Ltd (TEST
Project Team)

Margarita Neznakomova — Sector expert- Head of Non-Woven and Technica Textiles Laboratory
— Depatment of Textile Engineering — Technical University of Sofia (TEST
Project Team)

Nikola Stankov — Energy Efficiency Expert - Technicad University of Sofia (TEST Project Team)

Dimitar Kiossev — Sector Expert - Technica University of Sofia (TEST Project Team)

VelioDonchev — Sector Expert - Technical University of Sofia (TEST Project Team)

IvonaGrozeva— EMS Expert for Y uta enterprise (TEST Team- Ministry of Environment

llian Ivanov — Financid Expert — Universty of Nationd and World Economy

Maria Nonova — Expert on Permit Issuance for Waste Treatment and Transportation, Waste Oil and
PCB — Waste Management Directorate - Industria and Hazardous Waste
Management Department — Minigtry of Environment and Water.

Ivanka Zanivar — Technologist and Head of Laboratory and Environmental Concerns - Zaharnia
Zavodi AD Demondtration Enterprise

The Evaduator aso received emall feedback from the following consultants involved in TEST:

Ivan Zavadsky - Project Manager - UNDP/GEF Danube Regiona Project

Vladimir Dobes — CP Trainer and consultant (internationd expert) Assdting in design of the TEST
methodology, providing on-ste technica assstance in implementation of the CP
module in Romania and Bulgaria and heping with writing the TEST report
(UNIDO publication).

And recelved completed Questionnaires (see Annex V for template below) from:

Liliana Chirila - Director — Sectord Operationd Programme Management Directorate — Minigtry of
Environment and Water Management — Romania (former GEF foca pint
Romania)
Agnes Kadacsy - QMS - EMS Consultant — (former environmenta manager of Nitrokemia
Enterprise Demondration — Hungary
Mihagdla Oprescu — Senior Consultant (TEST team) - Head of Environmenta Department,
IPROCHIM (Chincomplex) Demonstration — Romania
Margareta Nicolau - Managing Director - Nationa R&D Inditute for Industria Ecology (ECOIND)
—Bucharest - Romania

Maria Teodorescu — Nationd coordinator TEST/Romania -Environmentd Senior  Consultant —
Internationa  Programmes, Nationd R&D Inditute for Industrid Ecology
(ECOIND) —Bucharest — Romania
MariaM.Gaambos - Chief Senior Counsdlor - Minigtry of Environment and Water, Hungary
Séndor Kerekes - Dean of Faculty of Business Adminigration - Corvinus Universty of Budapest —
Hungary (Nationd coordinator TEST/Hungary)
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ANNEX 111: LIST OF DOCUMENTSREVIEWED

The Project Document

The Project Brief

UNDP/GEF Quarterly Operationa Reports (QOR)

GEF Project Implementation Review (PIR) and Annua Project Review (APR) 2003 and 2004
TEST project manuas

Nationd publications

UNIDO TEST Website

ICPDR Website

DRP Website

©OPONoO A, WN P

82



ANNEX IV: QUESTIONNAIRE SENT TO NON-MISSION COUNTRY
STAKEHOLDERS

GEF TERMINAL EVALUATION—- TRANSFER OF ENVIRONMENTALLY SOUND
TECHNOLOGY IN THE DANUBE RIVER BASIN

GUIDANCE: Please answer the questions briefly but fed free to add extra comments to explain
your responses. Not al of the questions may be gpprqoriate to your involvement in the project or
may be outsde of your experience in which case please ignore those particular questions. Sections
written in black explan the am of the question and provide some background. The Sections in
blue are the actual questions

A.OVERALL OBJECTIVE

To build capacity in existing cleaner production institutionsto apply the UNIDO Transfer of
Environmentally Sound Technology (TEST) procedureto technology transfer to 17 enter prises that
are contributing to transboundary pollution, and primarily nutrients, in the Danube River Basin and
the Black Sea.

Hasthe Project achieved itsaimsin delivering its primary outcomesto:
A.1 To strengthen capacities to introduce Cleaner Technologies for pollution reduction

(with Cleaner Production centres supporting industriesto reduce pollution)
A.2 Improve water quality (and reduce the number of Danube industrid hotspots)

B. THREATSAND CAUSES

B.1 Has the project made a significantly contribution by demonstrating workable
solutions to the main problems effecting water quality in the Danube? In particular
has it demonstrated effective and acceptable solutions for industrial installations in
relation to the following:

0 Reducing nutrient loading into the Danube and Black Sea

0 Reducing other hazardousindustrial discharges

0 Reducing sewage and other organic inputsfrom human settlements and activities
0 Reducing extraction levels of water for cooling and other industrial processes

B.2 Hasthis been demonstrated through improvements in water quality and an overall
reduction in harmful discharges— if so how hasthese been measured and quantified?

C. OUTPUT AND ACTIVITY — (Indicators provided by MSP Project Document)
Component 1. Establishment of TEST Focal Points

1.1 Set up TEST Focd pointsin NCPC or PPC.

1.2 Identify gppropriate inditutions and experts to support NCPC/PCCs to cary out project
requirements

1.3Introduce Focd points to tes Programme, ingdl information management sysem (linked to
ICPDR), prepare implementation schedule for TEST at selected enterprises

Origind Indicators
» Neworks in 5 countries providing integrated package of savices needed to achieve
compliance with environmenta norms
» NCPC/PPCs have a new service to market to indugtrid clients




1:1Inyour opinion, hasthe project met itsIndicatorsfor Successunder Component 1? If not what arethelikely
reasons?

Component 2: Application of the TEST procedureto 20 enterprises

2.1 Sdection of enterprises and securing their commitment to participation in TEST

2.2 Training of TEST teamsin anaytica techniques (see Figure C.1)

2.3 Application of TEST procedure to 17 enterprises to identify least-cost solution to comply
with environmental norms

Indicators

» EST optionsfor nutrient and toxic pollutant reduction under active investment regotiations
in 10 enterprises by end of project.

» Measurable nutrient/toxic/organic pollutant reduction (down by 30%) in 8 of the
enterprises by end of project, and some reduction in the remaining enterprises.

» EST optionsfor organic pollutant reduction under active invesment negotiationin 10
enterprises.

» Measurable organic pollutant reduction (down by 40%) in 127 of the enterprises by end of
project.

2:11nyour opinion, hasthe project met itsIndicatorsfor Successunder Component 2? I f not
what arethe likely reasons?

Component 3: Disseminating resultsto other enterprisesand countries

3.1 Preparation of information materid for TEST procedure, including the Tet Manud and Case
Sudies

3.2 Nationd seminarsin each of 5 participating countries.

3.3 One-day assessment a pollution enterprises to demondrate benefits of gpplying TEST
procedure.

3.4 Introduction of TEST procedure to the 6 other Danubian Countries through a regiond

workshop.

Indicators
» TEST Management Toolkit (technicd manuas & enterprise reporty for nutrient and toxics
reduction available.
» TEST Management Tooalkit for organic pollutant reduction available.
> At leest 20 of 130 enterprises committed to implementing TEST procedure by end of
project
>
3:11nyour opinion, hasthe project met itsIndicaorsfor Successunder Component 3? If not
what arethelikely reasons?

Expected Project Outcomes

Description of Expected Project Outcomes:.

Asfar asyou areaware:



C.4. Have all participating enterprises prepared a Sustainable Enterprise Strategy and do
these SESs explain how they would implement best available techniques and best
environmental practicesto integrate successfully ESTsinto their production processes?

C.5. Have Environmentally sound technology options (a combination of advanced process,
pre-treatment and final pollution control technologies) been successfully identified for 15
enter prises which bring them into compliance with environmental norms of the EU and the
Convention?

C.6. Have there been at least 30 per cent pollutant reductions within 10 participating
enterprises, with some pollutant reductions in the other 10 as a result of implementing
cleaner production (process change) measur es?

C.7. Have training cour ses been undertaken by international experts and have these built
capacity within national institutions to advise the remaining industrial hot spots in the five
participating countries on implementing the TEST procedure?

C.8. Hasa TEST management toolkit been developed and made availableto national experts

to assist remaining enterprisesto identify and install the appropriate ESTs at least cost.. and
how effective and useful is such a kit?

D. GLOBAL AND NATIONAL BENEFITS
D.1. Operational Programme

D.1.1. Does the project address the aims and objectives of OP8 (water body-based) and
OP10 (contaminant-based) both in itsdesign and in itsimplementation?

D.2. Conventions
Statements from Convention

D.2.1 Does the project address the requirements and priorities of the Danube River
Protection Convention and the Danube River Pollution Reduction Programme?

D.3. Nationd Priorities

D.3.1 Were the national priorities and their linkage to GEF's global aims within this
project clearly defined in the Project Document?

D.3.2 Isthe project addressing national priorities for develo ping ESTs and for pollution
reduction?

E.PROJECT MANAGEMENT ANDIMPLEMENTATION

E.1 Hasthe Executing Agency fulfilled itsresponsibilities effectively as per its ToR?

E.2 Hasthelmplementing Agency fulfilled itsrole asrequired?

E.3 HasthePIU/Project Management Unit functioned effectively in itsmanagement role?

E.4 Have the channels of communication between the PIU, the EA and the | A worked
effectively and has response to requests for assistance etc been forthcoming and
timely?



E.5 Has the Project Management networ ked effectively with other project stakeholders
(e.g. national focal points, hotspot industries, responsible government agencies,
relevant NGOs?

E.6 Arethere any improvements which could have been made to Project M anagement
and Implementation which would be worth capturing for future projects of this
nature?

F. WORKPLAN AND BUDGET

F.1Hasthe project followed the workplan (taking into account any amendments made by
the Project National Advisory Boards)?

F.2Wasthe Workplan realisticin terms of delivery and timing?

F.3 Hasthebudget proved to be an accur ate assessment of the project’sfinancial needs?

F.4 Have their been any problemsin disbursement?

F.5 Based on experiences from this project are there any recommendations regarding
workplan delivery and budget disbursement which would improve efficiency for
further projects

G. MONITORING AND EVALUATION

G.1 Were adequate monitoring and Evaluation procedures (Indicators, criteria for
measuring performance, results, impacts, etc) built into the project design?

G.2 What standard UN-GEF M&E procedures were followed (Quarterly and Annual
reports, site visits, representation at Steer Com?).

G.3 Have these M& E procedures been followed and implemented? (reporting, PIR,
Tripartite Review, MTE?)

G.4Haveany concernsor recommendationsarisingfor theM & E processbeen acted on to
improve project performance?

G.5 Have all stakeholders been transparently engaged in the M& E process (Advisory
Boards, Project Implementation Review, etc) during project implementation?

G.6 How could M & E have been improved

H. STAKEHOLDER PARTICIPATION

H.1 Wereappropriate stakeholdersinvolved in the Project Development?

H.2 Were adequate provisionsarrangements made within the original Project
Document to allow for comprehensive and fair stakeholder involvement and input
tothe project?

H.3 Hasstakeholder input and involvement been adequate? I f not, why not?

H.4 Were any principal stakeholders not included in this process and how would this
have affected the project’sdelivery and long-term success?

H.5 Haverelevant stakeholders (e.g. National/regional experts and specialists, NGOs,
community groups, other Government Departments, etc) been involved directly in
executing specific activities?

H.6 How could stakeholder participation have been improved in the project?

I. CAPACITY BUILDING
.1 Did the Project Document accurately identify the required capacity building and
institutional strengthening?
What capacity building and institutional strengthening has been achie ved?
What training has been achieved?
Hasthe project provided any equipment and has this been used effectively?
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.5 Hasany of the capacity building and institutional strengthening focused on NGOs
or community groups? If yes, how effective hasthisbeen?

.6  Will the capacity building and institutional strengthening that has been provided be
sustainable?

J. POLICY AND LEGISLATIVE REFORMSIMPROVEMENTS
J.1 Were any policy reforms or legislative amendments identified as project
requirements? If not, should they have been and hastheir absence affected project
per formance?
J.2 If policy reforms and legisative amendments were identified as project
requirements, how effective has the project been at delivering these reforms and
amendments?

K.REPLICABILITY
K.1 How replicable within the project region are the lessons and practices developed
through this project?
K.2 How replicablewould they bein other areasthroughout theworld?
K.3 Does the project have a mechanism for replication and transfer (within project
system boundary, and beyond at global level)

L. SUSTAINABILITY
L.1 Aretheactivitiesundertaken so far and their outcomes and deliver ables sustainable
in thelong-term? Can theenter prisesmaintain therequirements(e.g. of | SO 14000)
within their current financial structuresand into the future?
L.2 Aretheoverall objectivesof the project likely to be sustainable beyond the project
lifetime and for the foreseeable future?
L.3 What could need to be done to improve the chances of sustainability?

M. OVERALL IMPACT OF PROJECT

(List any positive and negative impacts)

M.1 Natural/Environment. What improvements or harm has the project had on the
natural environment both within the Danube and beyond?

M.2 Political: Has the project affected political thinking and policy. Isit seen as a good
or a bad thing by local paliticians and/or industry?

M.3 Economic: Hasthe project had a positive or negative economic effect either within
or outside of the project areas?

M.4 Social: Hastheproject created noticeable and measur able improvements, or notable
problemswithin associated or affected communities?

N. FEASIBLE IMPROVEMENTS TO PROJECT
N.1 Overall, what improvements could have been madeto the project?

O. FURTHER REQUIREMENTS
0.1 Based on achievements and lessons learned from this project, are their any logical
followup activities or initiatives which could be considered which would build on
the investment made during this project’slifetime?
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P. GENERAL QUESTIONS

P.1 Hasthere been a fair, transparent and equitable involvement and input from all 5
participating countries?

P.2 Hasthere been effective and transparent involvement of and communication with
the other Danubian countries?

P.3 Has the project had any identifiable (with specific reference) effect on general
awareness and understanding of pollution issues within communities along the
Danube and the general regional population?

P.4 Aretheir any mechanismsin placeto monitor the achievementsof the project and to
ensurethat they improvements made are not lost after project closure (especially in
relation to pollution reduction and water quality)?

Q. DO YOU HAVEANY OTHER COMMENTS OR CONCERNS WHICH HAVE NOT BEEN
ADDRESSED IN PREVIOUS QUESTIONS?



LIST OF STAKEHOLDERSTO CONSULT

PROJECT

Project Staff
Nationd Advisory Boards
Other Project Implementation/Execution bodies? (e.g. technica advisory groups)

N.B. The Project Document has no description of Implementation/Execution Arrangements asis a
requirement for GEF Implementing And Executing Agencies.

INTERNATIONAL

UNDP
UNIDO
ICPDR

NATIONAL/LOCAL

TEST Focd Points

Board of Advisors

Programme Coordinators for the DRPC

Enterprise Representatives

National ClICsand PPCs

Any relevant NGOs (especidly within Danube Environment Forum)

Any relevant community groups

Any Locd Community representatives within or associated with enterprises and discharge areas

Representatives of :

Minigtry of Environment and Water, Sofia, Bulgaria

Minigtry of Environmenta Protection and Physicad Planning, Zagreb, Croatia
Minigtry for Environment International Funding Department, Budapest, Hungary.
Ministry of Waters, Forests and Environmental, Bucharest, Romania.

Minidry of the Environment, Bratidava, Sovak Republic.

N.B. Co-Funders? Although the Budget (P.14) lists Other Sour ces of funding ($1.48 million) , it
does not sate where the funding comes from except in the case of UNIDOA or by implication with
respect to Nationa Inkind Co-funding? This mekesiit difficult to discuss project achievements

with thisimportant body of stakeholders.
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Figure: C.1 Test

Enterprise Selected

No
l Yes
Viability Assessment No
—',
l Yes
Cleaner Production Assessment No
—',
A Yes
Industrial Management Assessment No
Y Yes
Environmentally Sound Technology No
Assessment
A Yes
Sustainable Enterprise Strategy No
l Yes
Environmental Management Systen No
T
No

Investment Negotiation
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