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In 2007 more than 600,000 people visited the Montenegrin 
coast, doubling the population of the fledgling nation, but  
the sheer volume of visitors is putting serious strain on an 
infrastructure that is barely sufficient for its residents. This  
is especially true of the water supply, an increasingly serious 
issue in the dry summer months. In 2007 some coastal 
towns endured severe water shortages for up to three 
months; a situation that is clearly impeding the development 
of tourism, the engine of the country’s economy. The EBRD, 
together with the World Bank, has stepped in to provide 
finance and expertise to help the Montenegrin authorities  
to revive a long-planned scheme to channel water from the 
hinterland around Lake Skadar. 

A €15 million EBRD loan to the Montenegrin regional water 
company will finance the modernisation and construction of 
the northern branch of the system, supplying the towns of 
Budva, Tivat, Kotor and Herceg Novi. The World Bank will 
finance water extraction from springs around Lake Skadar, 
water treatment, construction of the mainland part of the 
network and the southern branch supplying Bar and Ulcinj. 
The EBRD loan programme carries a sovereign guarantee 
from the Montenegrin government. It is being disbursed in 
two loans over two years to match the profile of the country’s 
investment requirements. Additional technical assistance 
support will be provided by both the EBRD and the World 
Bank for overall project management, monitoring and 
implementation support.

Montenegro’s spectacular mountains, 
unspoiled coastline and historic towns 
have become one of the world’s 
fastest-growing tourist attractions.

Over the past decade most of the region’s small waste-water 
treatment plants have fallen into disrepair and a number of 
new plants remain unfinished. As a result, the lake’s waters 
have become polluted by effluent from the towns that 
encircle it, upsetting the ecological balance and threatening 
its natural beauty.

An action plan to address these issues was put together  
by the EBRD’s Project Preparation Committee (PPC), the 
Armenian water and waste-water authorities and other 
national bodies. The plan identified a number of waste-water 
treatment plants that were in need of urgent repair – 
specifically the construction of a new mechanical treatment 
capability at the waste-water treatment plant in Gavar, 
together with the modernisation of the sewerage system.  
The waste-water plants in the cities of Vardenis and  
Martuni will undergo renovation of their biological treatment 
capabilities as well their sewage collection networks. There 
will also be improvements made to the sewerage systems  
in the towns of Sevan and Jermuk. 

Financing for the project included an EBRD loan of €7 million 
in April 2007, complemented by an investment grant of  
€5 million from the EU and a €1.2 million grant for technical 
assistance from the multi-donor ETC Fund. 

The challenge has been to provide the much-needed 
infrastructure improvements and institutional support,  
all within affordability constraints and the requirement for 
concessional lending agreed between Armenia and the IMF. 
The project was modelled on two previous water projects  
in Georgia that used an affordable loan combined with 
investment grants and technical cooperation targeted at  
a local authority to achieve transition impact and address 
implementation risk.

High in the mountains of Armenia lies 
Lake Sevan, the largest body of water 
in the Caucasus. It is the country’s 
main water resource and an important 
tourist and recreational attraction. 




