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The Western Balkans (WB6) are at a critical juncture in aligning with the Euro-
pean Union on environmental and climate policy. Meeting obligations requires
long-horizon, capital-intensive upgrades, especially in waste and water manage-
ment systems, well beyond what domestic budgets and current administrative
capacity can achieve alone. EU instruments (IPAIII, the Growth Plan, and Western
Balkan Investment Framework) provide essential financing and technical assis-
tance, yet project pipelines are insufficient due to weak projects preparation,
procedural bottlenecks, outdated documentation, and misaligned donor method-
ologies, which lead to long approval and procurement cycles and inflating costs.

Diverging accession trajectories heighten urgency. With Montenegro and Albania
projectedtojointhe EU by 2028 and 2030, respectively, and others remaining under
IPA in the near term, WB6 governments must integrate DSIP-based transitional
commitments into multi-annual budgeting, strengthen EU-funds management
capacity, and ready systems for shared-management Cohesion Policy. Region-
ally, harmonizing technical standards and streamlining approvals can shorten
timelines without sacrificing quality. For EU institutions, performance-based
allocations and tailored technical assistance can accelerate capacity gains and
improve programming-to-DSIP alignment.

If WB6 governments and EU partners act decisively now, this “edge” can become
a launchpad, converting environmental obligations into investable projects,
advancing accession credibility, and laying a durable foundation for climate-resil-
ient and EU-compliant growth.



The Western Balkans (WB) stand at a pivotal moment of convergence with the European
Union as regards environmental and climate issues. As the EU advances the European
Green Deal, the six economies (WB6) adopted the Green Agenda for the Western Balkans
(GAWB) in 2020 to align with the EU acquis - particularly Chapter 27 on Environment and
Climate Change - and to pursue climate-neutral, resource-efficient, and resilient growth.

Meeting Chapter 27 and GAWB requirements necessitates significant investments, the
majority in depolluting infrastructure. Even though WB6 are at different levels of devel-
opment and implementation of the EU environment acquis, with different investment
needs, they all face similar challenges related to the limited fiscal space and high public
debt constraining their national budgets, and weak administration, leaving WB6 unable
to meet investment needs alone.

Green investment needs within WB6 EU accession process

Chapter 27 is considered one of the most complex and costly of the 35 negotiating chap-
ters of the EU acquis, covering ten sub-sectors including air quality, waste, water, nature
protection, industrial pollution, chemicals, noise, and civil protection. The most sub-
stantial investments are needed particularly in the waste, water, and air management
sub-chapters.

To manage the financial burden, some WB6 economies have requested transitional
periods for implementation extending beyond the (future) EU accession date. To that
end, Regulation / Directive-Specific Implementation Plans (DSIPs) have been developed
for investment-heavy directives, such as the Waste Framework Directive, the Landfill
Directive, the Urban Wastewater Treatment Directive, and the Drinking Water Directive,
estimating costs and timelines including concrete actions for achieving full compliance.

This memo focuses specifically on the waste and water sub-sectors and the related DSIPs,
summarized in Table 1 and 2, respectively.

Table 1: Infrastructure investment needs in WB6 for waste sub-sector

Investment needs

EU negotiation

WE6 In million EUR (approx.) Ll approach
. Sector Study for Investment Demand for Estimated in 2018 for total
Albania 463 Integrated Solid Waste Management investments for waste
(ISWM) in Albania [1] management
Bosnia and Municipal Solid Waste Management Sector Estimated in 2018 - Capital
R 1,114.7 Review Strategic Directions and investment cost for waste
H erzegovina Investment Planning up to 2025 [2] management
- Transitional period
Montenegro 350 Country Fact Sheet ~Municpal Waste 31.12.2033 - Landfil directive
9 (estimated in 2015)
. 187 Regional plans for :
North Macedonia waste management Estimated 2016
Kosovo Integrated Waste Management Bl cess estimeies)
Kosovo 393.04 Strategy (2024 - 2035) and Action Plan N tg 2030
(2024-2026) [3] P
Transitional period
. DSIPs for Waste Framework
Serbia 1.093 e 31.12.2039
’ and Landfill directives (estimated in 2019)
Total 3,600.72



Table 2: Infrastructure investment needs in WB6 for water sub-sector

Investment needs

EU negotiation

WE6 In million EUR (approx.) Document approach
. Draft DSIP for the Urban Wastewater Estimated time of implementation:
Albania 4'1 37 Treatment and Drinking Water Directive 2050
. Yvith the support of the IPA project
Bosnia and 2,886 Draft DSIP for the Urban Wastewater oot o S Eerregovina
i ’ Treatment and Drinking Water Directive for the effective pl d impl tat
Herzegovina ofthe Urban Wastewater Treatment Directve’
DSIP for the Urban Wastewater Transitional period 31.12.2035
MontenEQro 472 Treatment Directive (Estimated in 2016)
: 1722 DSIP for the Urban Wastewater Transitional period 01.01.2040
NOFth Macedoma ' Treatment and Drinking Water directives (Estimated in 2017)
Review of the State Water Strategy for
Kosovo 212 2023-2027 and the Action Plan for Covering 70% of the population
2023-2025 [4]
: DSIP for the Urban Wastewater Treatment . :
Serbia 5,830 and Drinking Water directives [5] 31.12.2044 (estimated in 2019)
Total 15,259

Based on DSIPs and national strategies, the total investment needed for waste
management reaches approximately €3.6 billion, with an additional €15.3 billion
for water infrastructure across all WB6 countries. These figures, compiled from
assessments conducted between 2016-2023, likely underestimate current costs
due to inflation and market changes; in fact, the total amount needed could reach
approx. €30 billion as per trends of recent procurement processes for similar
investments in the region.

Mobilizing the required financial resources and ensuring timely implementation
of infrastructure investments is a considerable challenge for all WB6 govern-
ments. While transitional periods may defer specific deadlines, upon accession
the WB6 will be fully bound by Union law, including the obligation to complete
transitional measures within the agreed timeframes. Non-compliance could lead
to infringement proceedings and the imposition of penalties by the EC.

Current EU Support Framework

The WB6 rely mainly on EU support to meet the financial demand of alignment
with Chapter 27, which the EU provides through two main funding instruments:
the Instrument for Pre-Accession Assistance (IPA) and the Western Balkan Invest-
ment Framework (WBIF).

The Instrument for Pre-Accession Assistance

IPATII [6] allocates €14.2 billion for the 2021-2027 period across all WB6 countries,
with performance-based funding tied to reforms in areas like the Rule of Law and
the Green Agenda. The funds are channeled through 5 thematic windows, where
the window Green Agenda and Sustainable Connectivity, is the most relevant for
the green infrastructure investments. Allocations vary between countries, with
Serbia receiving the largest green investments, and Bosnia and Herzegovina the
lowest.



Figure 1 provides a comparative overview of green investments vis-a-vis the over-
all allocations per country, as well as the proportion of green investments from
the EU contribution.

L.JLIJ

North Albania Serbia Montenegro Bosnia and Kosovo
Macedonia Herzegovina

Total approved Green Investments EU Green Investments
allocations (total approved allocation) Contribution (EU contribution)

Figure 1: Green investments under IPA III for WB6

Despite the EU's significant contribution to WB6, funding under IPAIII covers only
a fraction of the investment needs in waste and water sub-sectors. Complement-
ing this, the Growth Plan for the Western Balkans introduces a dedicated facility of
up to €6 billion for 2024-2027, combining grants and loans to accelerate growth
and regional progress, which included investments in green transition.

Progress, however, is lagging: beyond modest advances in Serbia and North
Macedonia, most IPA III pipelines remain stalled by weak project preparation;
procedural bottlenecks within national authorities, EC, and WBIF services (see
below on the latter); limited administrative capacity at national and local levels;
outdated documentation; cost underestimation; and market volatility - threaten-
ing the timely and effective delivery of IPA III's green investment objectives.

Western Balkan Investment Framework

Established in 2009, WBIF supports WB6 in implementing their investment-heavy
agendas and enforcing the EU acquis on the ground through a combination of
grants and loans. To date, it has launched approx. 30 calls for technical assistance
and 10 for investment grants, and has approved €346 million in grants for envi-
ronment and climate projects since its establishment (see Table 3).



Table 3: WBIF investments in environment and climate sub-sector

Environment and climate sub-sectors WBIF grants approved (in EUR million)
Water supply / waste-water treatment 288.2

Waste management 294

Flood protection 24.9

Water resource conservation 1.3

River basin management 2.2

Total 346

WB6 governments have used these calls to submit infrastructure projects that
meet maturity thresholds and are listed in the National Single Project Pipeline
(NSPP), compiled by National IPA Coordinator (NIPAC) offices with inputs from
line ministries. The NSPP is intended to ensure effective donor coordination and
efficient use of available funds and loan arrangements through Sector Working
Groups (SWG) established to support the National Investment Committees of the
WB6. However, in practice, weak application of the SPP methodology, limited con-
sultation within SWG, frequent staff turnover, and a bias toward “shovel-ready”
proposals over strategic fit, undermine donor coordination and integration of EU
negotiation priorities, increasing the risk of overlaps and unrealistic investment
planning.

According to WBIF data, projected investments for 2024 are concentrated primar-
ily in the sustainable transport sector (€18 billion), followed by clean energy (€6.9
billion), and environment and climate (€4.2 billion).

Implementation Challenges

Project development and implementation face several structural constraints.
Administrative capacity limitations affect all WB6 countries, with high staff turnover
in key positions disrupting institutional continuity. Current approval procedures
require 4-7 years from project preparation to construction start, where 3 to 5
years are needed for project preparation (including feasibility studies, detailed
design, and environmental and social impact assessments) to financing approval,
and 1 to 2 years for procurement and contracting processes. This creates bottle-
necks that delay implementation and increase costs.

This time period is considered too long, making some of the WB6 reluctant to
propose projects under the WBIF, preferring instead direct communication with
IFIs or banks. However, different IFIs and donors use different methodologies
for preparing feasibility studies and environmental and social assessments, caus-
ing project documents being redeveloped multiple times. This misalignment
between national procedures, EU/IFI standards, and permitting requirements
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causes delays, discourages administrations from using WBIF, and slows down the
start of infrastructure implementation.

Post 2027 EU financial perspective

WB6 countries are at different stages of the EU accession process. Montenegro
and Albania are expected to become EU member states by 2028 and 2030, respec-
tively, and will shift to Cohesion Policy funding thereafter. Other WB6 (North
Macedonia, Serbia, Kosovo and Bosnia and Herzegovina) will likely remain under
IPA in the near term.

Long-horizon, multi-period financial planning is still weak within WB6, as evident
in the IPA II to IPA III transition. However, upon joining the EU, the WB6 adminis-
trations will need to adopt strategic planning practices for Cohesion Policy and its
associated funds. Therefore, WB6 governments should align national investment
planning with negotiation timelines and transitional periods and begin designing
and preparing mature infrastructure projects early in order to meet post-acces-
sion deadlines. In parallel, they need to build capacity to use other EU member
state financial instruments, such as EU Modernization Fund, Innovation Fund,
and Social Climate Fund.



» Insufficient administrative capacity for programming and man-
agement of EU IPA funds

Insufficient staff capacities, frequent staff turnover within WB6 IPA structures,
and dispersed responsibilities affect the absorption of available funds for green
infrastructure investment projects that jeopardize the progress in the approxima-
tion with Chapter 27 requirements.

>»Inadequate approach to the long-term planning necessary for
green infrastructure investments

Despite the large investment needs and the long transitional periods outlined in
DSIPs, WB6 have still to translate these commitments into adequate and realis-
tic long-term investment planning processes within the NSPP. Project maturity
is often not sufficient, resulting in lengthy and frustrating funding approval pro-
cesses that affect timely implementation in line with EU negotiation commitments.

>»Misaligned methodologies and guidance for infrastructure proj-
ects

The different methodologies and guidelines used by different donors and IFIs
result in project documents being redeveloped multiple times, increasing costs
and causing delays in the project funding approval process.



Strengthen administrative capacity

WB6 governments should take immediate action to strengthen their administra-
tive capacity for EU-funds programming and management through two parallel
tracks. First, retain and develop existing talent in EU Funds Management Units by
introducing competitive pay and retention incentives, clear career frameworks,
and accredited training co-designed with EU institutions (project cycle manage-
ment, procurement, financial control, FIDIC Contract Conditions, monitoring
and reporting). Second, expand capacity through merit-based recruitment that
targets technical profiles with proven knowledge of EU procedures, paired with
structured onboarding, formal mentorships linking senior practitioners to new

staff to ensure knowledge transfer and institutional continuity.

Integrate environmental commitments into national planning
(6-18 months)

WB6 governments should align national investment strategies and budget plan-
ning with transitional period commitments agreed during EU negotiations. In
addition, they should update and use DSIPs as the basis for multi-annual invest-
ment programming, ensuring adequate national co-financing for EU-supported
projects. Finally, they should establish parliamentary oversight mechanisms to
maintain political commitment for long-term infrastructure investments across
electoral cycles.

Prepare for shared management arrangements (12-24 months)

WB6 governments should start preparing for post-2027 shared management by
launching pilot programs for the largest infrastructure projects to test end-to-end
processes. In parallel, they should develop internal audit capacity for meeting
EU standards and create direct working relationships with European Commission
services. They should implement financial management systems compatible with
EU shared management requirements to ensure a smooth transition upon EU
accession.



Harmonize technical standards and procedures (6-18 months)

At the regional level, WB6 should develop common technical standards and proj-
ect documentation templates that meet both EU and IFIs requirements. The
should create a regional platform for sharing best practices in pro%'ect devel-
opment and implementation and establish joint training programs for project
managers (across the region) to build common expertise and facilitate knowledge

exchange.

Streamline approval processes (6-12 months)

Similarly, WB6 should implement standard processing systems/processes for
EU-funded projects to reduce project approval timelines while maintaining quality
standards. They should create fast-track procedures for projects exceeding certain
threshold values or addressing critical infrastructure gaps, as well as establish
regional coordination mechanisms to prevent overlapping donor support, share
lessons learned and ensure strategic alignment with accession priorities.

Using conditioned allocations to boost increases in administra-
tive capacities

EU institutions should embed performance-linked conditional allocations in the
post-2027 instruments for the WB6, tying disbursements to concrete improve-
ments in EU-funds management capacity. Conditions should cover the adoption
and implementation of staff-retention policies, merit-based recruitment grounded
in competency frameworks aligned with EU procedures, structured and accredited
training co-designed with EU services, and institutionalized knowledge-transfer
mechanisms that secure continuity. To enable compliance, the EU should provide
a dedicated technical-assistance window offering HR advisory, common recruit-

ment toolkits, and an EU-procedures curriculum, with progress verified annually.

Using EU negotiation requirements to improve infrastructure
plannin (6-12 months)

EU institutions should issue tailor-made guidance that would help WB6 inter-
face post-2027 programming objectives to DSIPs, transitional periods, and
chapter-specific commitments, accompanied by programming-alignment and
early-stage compliance screening tool. .
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