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BASIC INFORMATION

A. Basic Project Data

Project Beneficiary(ies) Operation ID
Montenegro P510187

Region Estimated Appraisal Date
EUROPE AND CENTRAL 18-Nov-2025

ASIA

Financing Instrument Borrower(s)

Investment Project Montenegro

Financing (IPF)

Proposed Development Objective(s)

Operation Name

Montenegro Waste Sector Improvement Project

Estimated Approval Date Practice Area (Lead)

26-Feb-2026 Environment, Natural
Resources & the Blue
Economy

Implementing Agency

Ministry of Ecology,
Sustainable Development,
and Northern Region
Development

The Project Development Objective (PDO) is to strengthen Montenegro's waste management capacity and improve
sector performance in alignment with the country’s EU accession goals.

PROJECT FINANCING DATA (USS, Millions)

Maximizing Finance for Development

Is this an MFD-Enabling Project (MFD-EP)?

Is this project Private Capital Enabling (PCE)?

Yes

To be decided

SUMMARY
Total Operation Cost 42.00
Total Financing 42.00
of which IBRD/IDA 42.00
Financing Gap 0.00
DETAILS
World Bank Group Financing
International Bank for Reconstruction and Development (IBRD) 42.00
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Environmental and Social Risk Classification Concept Review Decision

Substantial The review did authorize the preparation to continue

Other Decision (as needed)

B. Introduction and Context

Country Context

1. Montenegro, a small open economy with a population of 617,000, has demonstrated remarkable resilience and
recovery following the historic 2020 recession. After a 15.3 percent GDP contraction in 2020 due to the COVID-19
pandemic, the country rebounded with growth rates of 13.0 percent in 2021, 6.4 percent in 2022, and an estimated 6
percent in 2023. This recovery has been driven by the tourism sector, private consumption, and foreign direct investment
(FDI), particularly from the European Union (EU). However, Montenegro remains vulnerable to global economic
fluctuations, limited fiscal space, and external shocks, underscoring the importance of sustainable and climate-informed
development strategies.

2. Montenegro’s natural resources and biodiversity are a key part of its tourism appeal, with the sector
contributing over 30 percent of GDP. Yet, these valuable resources face significant challenges due to unsustainable waste
management practices, among other things. Environmental degradation affects the quality of living conditions of the
country’s population and undermines its appeal to eco-conscious travelers. Inadequate waste management
infrastructure, including outdated facilities, and numerous illegal dumpsites across the country and spontaneous burning
of waste in landfills have significant adverse effects on the environment and are a significant source of pollution.

3. The growing tourism sector, a critical driver of Montenegro’s economy, puts a significant strain on an already
inefficient waste management system. The influx of tourists, particularly in coastal areas, generates large volumes of
waste during the summer months. The lack of comprehensive waste management systems, such as regional waste centers
and organized recycling programs, threatens Montenegro’s pristine landscapes and marine ecosystems, hampering the
development of sustainable tourism. To ensure continued growth while preserving Montenegro’s ecological assets,
addressing these challenges requires comprehensive regulatory reforms, investments in modern infrastructure, and
stronger institutional coordination to transition toward more sustainable and efficient waste management systems.

4. Montenegro's accession to the EU remains a key driver of reforms across sectors. As a candidate country,
Montenegro is working to meet the necessary criteria and align its policies with EU standards, with Chapter 27,
"Environment and Climate Change," being a critical aspect of the negotiation process. This chapter addresses key
environmental challenges, including waste management, water and air quality, biodiversity conservation, and climate
change mitigation. Montenegro's efforts to meet EU requirements under Chapter 27 is crucial not only for Montenegro’s
EU accession but also for ensuring sustainable development and environmental protection, which are integral to both its
economic development and tourism sector.
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Sectoral and Institutional Context

5. Montenegro’s waste management system is hindered by a combination of structural and operational challenges
that undermine its efficiency and sustainability. Weak institutional capacity limits the enforcement of waste management
policies, leading to inconsistent implementation regulations and poor oversight of waste disposal practices. Additionally,
inadequate infrastructure—such as the lack of regional waste treatment centers, insufficient recycling facilities, and
ineffective waste collection systems—contributes to low recycling rates and heavy reliance on landfilling. The presence of
poorly managed waste disposal sites poses serious environmental hazards, including soil and water contamination, air
pollution from uncontrolled waste burning, and health risks for nearby communities.

6. Montenegro's municipal waste generation surpasses the EU average, paired with low recycling rates and heavy
reliance on landfilling, despite ambitious policy targets. Most waste is currently disposed of in landfills and many existing
landfills do not meet EU standards. In 2023, Montenegro generated approximately 360,000 tons of municipal waste,
equating to 578 kilograms per capita, which exceeds the EU average of 513 kilograms per capita. Despite the Law on Waste
Management mandating that at least 50% of collected waste should be prepared for reuse or recycling by 2020, the
country's recycling rate remains low. In 2023, out of 350,100 tons of treated municipal waste, 318,800 tons (91%) were
landfilled or disposed of, indicating a recycling rate of 9%. This is significantly lower than neighboring countries such as
Albania and Croatia, and well below the EU average of 50%.!

7. Climate change impacts are intensifying Montenegro’s waste management and pollution challenges, increasing
the urgency for systemic and cross-sectoral improvements. More frequent and severe natural disasters, such as heavy
rainfall, heighten the risk of flooding, which can lead to the contamination of water sources with hazardous substances,
including chemicals and heavy metals from storage facilities or preexisting environmental pollution. Therefore,
strengthening the waste sector’s resilience to climate change is critical for enhancing the country’s adaptive capacity. At
the same time, expanding reduction, reuse, and recycling efforts is essential for transitioning to a more circular economy.
This aligns with Montenegro’s updated Nationally Determined Contribution (NDC), which encompass emissions reduction
across energy, industrial processes, product use, agriculture, and the waste sector.

8. Montenegro has made important progress in improving its waste management policy and institutional
framework, but significant challenges remain. This is reflected in key documents such as the National Strategy for
Sustainable Development by 2030, the Roadmap towards Circular Economy, the Waste Management Strategy of
Montenegro 2030, the Law on Waste Management (approved in April 2024), and the forthcoming National Waste
Management Plan (expected by April 2025). Despite increasingly comprehensive legislation, enforcement mechanisms
remain weak. For example, while Montenegro has adopted the principles of the EU Waste Framework Directive, the
practical implementation of policies for recycling, composting, and waste separation at the source remains insufficient.

9. Montenegro's institutional framework for waste management has been improving but still requires significant
strengthening to effectively support the country’s ambitious policy goals. While these policies outline key
implementation steps, such as mandating local authorities to establish adequate waste disposal facilities and ensure
environmentally sound waste management, their implementation is hindered by limited financial resources, insufficient
human capacity, and a lack of technical expertise at the local level. Additionally, weak coordination between state and
municipal actors further affects the progress, with overlapping and/or unclear responsibilities between the Ministry of
Ecology, Sustainable Development and Norther Region Development (MESDNRD), local governments, and public utility
companies. Furthermore, public awareness and participation in waste management practices, including recycling and
proper disposal, remain low, highlighting the need for enhanced education and engagement efforts.

1 Based on the MONSTAT data.
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10. Further compounded by these policy and institutional challenges, Montenegro's waste management
infrastructure is characterized by lack of regional landfills, recycling centers, and transfer stations. Most waste continues
to be disposed of through landfilling, with about 88% directed to sanitary landfills located in Podgorica and Bar. The
"Livade" landfill in Podgorica serves the municipalities of Podgorica, Danilovgrad, PluZine, Cetinje and Savnik, while the
"Mozura" landfill in Bar receives waste from Bar, Ulcinj, Budva, Tivat and Kotor. Having only two sanitary landfills poses
significant problems as it leads to high transportation costs, environmental risks of overuse, limited available waste
disposal capacity which accelerates remaining time for their use, and increased illegal dumping. Additionally, there is a
pressing need for the establishment of infrastructure for segregated waste collection and recycling across the country. To
address these issues and ensure adequate waste infrastructure in line with EU standards, efforts are made to develop new
regional waste management centers (WMCs), including in the municipalities of Niksic and Bijelo Polje. as part of the
updated forthcoming National Waste Management Plan.

11. Montenegro also faces significant challenges in managing hazardous waste, with several hotspots posing
environmental and health risks. The country lacks a comprehensive system for handling hazardous waste, resulting in
improper disposal practices and contamination of land and water sources. One of the most concerning areas is the solid
waste disposal site at the KAP (Aluminum Plant) location in Podgorica, which has become a major environmental hazard
due to the accumulation of hazardous waste from industrial processes that pose a threat to both the local population and
the surrounding environment. While some preparation steps have been taken towards investments to address these
issues, including through the World Bank funded Industrial Waste Management and Cleanup Project, further mitigation
of identified environmental and health risks and alignment of the hazardous waste management systems with EU
environmental standards are needed.

12. Going forward, and to address observed challenges, Montenegro must undertake a comprehensive approach
to waste management reforms. First, to strengthen its waste management system in alignment with its ambitious
national policy goals and EU accession process, Montenegro must enhance its policy and institutional framework by
building technical and administrative capacities to ensure effective implementation at all levels of government. Likewise,
public awareness and engagement must also be improved to promote waste reduction, recycling, and responsible disposal
practices. Securing sustainable financing mechanisms, including increased investments in waste management
infrastructure, is essential for upgrading and expanding the existing infrastructure to meet EU environmental standards.
Finally, in addition to setting up a more efficient and sustainable waste management system itself, Montenegro should
prioritize the remediation of pollution hotspots, particularly contaminated industrial areas and illegal dumpsites, to tackle
their immediate environmental and public health risks.

Relationship to CPF

13. The relevance of Montenegro Waste Management Improvement Project is underscored in the Montenegro
Country Partnership Framework (CPF) 2025-29. The CPF highlights the importance of sustainable natural resource
management, including waste management, as a critical component of Montenegro's green growth strategy. The
proposed Project which includes institutional development and waste Management Reforms, the construction of a key
infrastructure and remediation works at the selected industrial waste disposal sites, is critical for addressing the country’s
environmental challenges and aligning with EU accession requirements. This project aligns with the CPF's objective to
enhance environmental management and capacity development, which are essential for sustainable development and
economic growth.

14. The proposed project is also underpinned by sound analytics and World Bank previous and ongoing
engagements. The ongoing technical assistance in the waste management sector provides critical assessments for the
institutional development needs and technical options for infrastructure improvements. Likewise, the 2022 Country
Economic Memorandum (CEM) provides evidence of the positive impact of effective solid waste management for the
tourism industry, including with the adoption of circular economy approaches. The Project also complements Montenegro
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Resilient Fiscal and Sustainable Development (DPF) series which support reforms in the waste management sector. Lastly,
the proposed project builds on lessons learned from previous initiatives such as the Industrial Waste Management and
Clean-up Project (IWMCP).

15. The proposed project aligns with Montenegro’s climate and EU accession requirements. It advances critical
environmental reforms that support Montenegro’s commitments under the EU’s Chapter 27 on Environment and Climate
Change, particularly in waste management and pollution control. Additionally, it aligns with Montenegro’s updated
Nationally Determined Contributions (NDC?s) from February 2025, which encompasses emissions reduction across energy,
industrial processes, product use, agriculture, and the waste sector. By promoting green infrastructure, reducing
environmental risks, and fostering a circular economy, it contributes to mitigating climate change and advancing the
country's path toward a low-carbon, sustainable future.

C. Proposed Development Objective(s)

16. The Project Development Objective (PDO) is to strengthen Montenegro's waste management capacity and
improve sector performance in alignment with the country’s EU accession goals.

Key Results (From PCN)
17. The project’s success will be assessed through key performance indicators that track improvements in waste
management services across Montenegro and the progress of sector reforms. The following are proposed indicators to
measure the achievement of the PDO, namely 1) improved waste management services performance in Montenegro, and
2) accelerated sector reforms in alignment with EU accession requirements (as further explained under the Project’s
Theory of Change):

Waste management requlatory framework strengthened through adoption of waste management policies and regulations
in alignment with EU requirements (measured by number of new or revised policies enacted).

Waste diverted from landfills increased (measured by percentage of managed waste recycled or composted).
Terrestrial areas restored (measured by hectares of contaminated land remediated).

D. Concept Description

18. The proposed activities under the Montenegro Waste Management Improvement Project play a vital role in
advancing comprehensive waste management reforms, tackling the country's environmental challenges, and ensuring
alignment with EU accession requirements. The proposed activities under the project, which include (1) Waste
Management Governance and Institutional Development, (2) Waste Management Infrastructure Improvements, and (3)
Remediation of Waste Disposal Sites, complement each other to create an integrated approach to addressing
Montenegro's waste management challenges. Strengthening institutional capacity and enhancing waste management
reforms will provide the necessary regulatory and governance framework to effectively manage waste, ensure compliance
with EU standards, and guide long-term sustainability. The infrastructure improvements, through construction of the
Regional Waste Management Center in Niksic, will support modern EU compliant facilities that will improve waste
processing, reduce landfill dependency, and support efficient waste collection and recycling across the region. Meanwhile,
the remediation of waste disposal sites will mitigate immediate environmental and health risks associated with hazardous

2 https://unfccc.int/sites/default/files/2025-02/001 eng NDC Montenegro.pdf

Page 5


https://unfccc.int/sites/default/files/2025-02/001_eng_NDC_Montenegro.pdf

The World Bank
Montenegro Waste Sector Improvement Project (P510187)

waste, improving the overall environmental quality and public safety. Together, these components will reinforce each
other by addressing both institutional and infrastructural weaknesses and introducing physical improvements in sector
operations, ensuring that Montenegro’s waste management system is not only more efficient but also better equipped to
handle current and future environmental challenges. Lastly, the project's comprehensive approach to waste
management—encompassing enhanced governance, infrastructure improvements, and hot spots remediation—will
generate employment opportunities across multiple sectors, including waste collection and facility management, while
also fostering long-term job growth through capacity building and institutional development.

Component 1: Waste Management Governance and Institutional Development (Indicative cost estimate: USD 6 million)

19. The objective of this component is to strengthen regulatory frameworks, enforcement mechanisms, and
institutional capacities to ensure compliance with the Waste Management Law and support implementation of the
forthcoming National Waste Management Plan, enhance data collection and transparency, promote public awareness,
and improve the management of challenging waste streams through inter-agency coordination and exploration of public-
private partnerships.

Subcomponent 1.1: Technical Assistance to strengthen the regulatory framework

20. The activities under this subcomponent may include technical assistance for strengthening and further developing
regulatory frameworks and enforcement mechanisms to ensure compliance with the recently adopted Waste
Management Law and forthcoming National Waste Management Plan. Activities are envisaged to develop regulatory and
other targeted solutions for management of challenging waste streams to date, such as industrial and hazardous waste,
and construction and demolition waste (CDW). For instance, the latter would require adjustments of building codes and
public procurement requirements to allow for and promote application of recycled CDW, a common and cost-effective
practice across EU countries, but not yet in Montenegro.

Subcomponent 1.2: Building institutional capacity for improved waste management

21. This subcomponent will include targeted activities to enhance governance, efficiency, and collaboration in the
waste management sector. Capacity-building programs will be designed to train municipal and national government
officials, waste management operators, and private sector stakeholders in best practices for waste collection, recycling,
and treatment. Workshops and certification programs will help improve technical skills, regulatory compliance, and
environmental sustainability awareness. Strengthening existing monitoring and reporting systems will involve upgrading
digital platforms for data collection, improving waste tracking mechanisms, and increasing transparency in waste
management operations. Lastly, strengthening inter-agency coordination, also between national and local levels and by
fostering partnerships between public and private stakeholders, will be supported to ensure effective policy
implementation and the long-term success of the waste management system transformation (e.g., through creating joint
working groups, streamlining regulatory processes, and enhancing communication channels).

Subcomponent 1.3: Awareness Raising and Community Engagement

22. Activities under this subcomponent can facilitate the creation of public awareness campaigns to engage
communities in waste reduction efforts and promote responsible waste practices. The aim is to educate and involve the
public in efforts to reduce waste --such as through waste segregation at the household level-- and adopt sustainable waste
management practices. These campaigns, to be done through a decentralized approach, utilizing local municipalities,
government agencies, and non-profit organizations to reach citizens on various issues, are expected to ensure widespread
participation and impact. The goal is to create a culture of responsible waste management and reduce the environmental
impact of waste.

Component 2: Waste Management Infrastructure Improvements (indicative cost estimate: USD 16 million)
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23. The objective of this component is to develop a regional domestic waste management center in Niksi¢ , promoting
sustainable domestic waste processing solutions, and fostering expertise in modern waste management practices to
improve capacity, strengthen inter-municipal cooperation, reduce environmental risks, and ensure compliance with EU
environmental standards. The center will serve at least 75,000 of Montenegro’s population and up to 30% of its national
territory.3

Subcomponent 2.1: Establishment of the Regional Domestic Waste Management Center

24, This subcomponent will support the development of a regional domestic waste management center in NikSi¢ by
financing essential infrastructure and promoting sustainable waste processing solutions. The Waste Management Center
(WMC) in NiksSic is expected to be a comprehensive facility designed to serve the waste management needs of the
municipalities of Niksic, Savnik, Pluzine, and Zabljak (with potential for other municipalities to participate). While the
design details are to be determined, the current intent of Niksic Municipality is to establish a self-sufficient WMC where
all locally generated waste will be processed to reduce the need for landfilling and transportation of materials to other
sites, such as Podgorica. The center will include a variety of facilities aimed at efficient waste processing and recycling.
These facilities will feature a line for the extraction and recovery of secondary raw materials from mixed waste, a press
for baling secondary raw materials, and temporary storage for both recovered and baled secondary raw materials as well
as imported and separated special types of waste. Additionally, the WMC will house a composting plant for the treatment
of organic waste, a plant for the recovery of electrical and other products from waste, and a shredder for construction
waste to prepare it for reuse, primarily as inert material for covering landfilled municipal waste. This center is a critical
component of the upcoming National Waste Management Plan (2024-2028) in addition to only one more WMC to be
added to the current national infrastructure. Its success will significantly contribute to Montenegro's efforts in bridging
the recycling gap and aligning with the EU accession requirements on environmental standards. The municipality of Niksi¢
is in the process of securing the location near the former steel and iron factory (Zeljezara Niksi¢) for the Regional Waste
Management Center. The project has already been included in the municipal budget, and the site has been earmarked for
development as part of the local waste management plan. As such, land acquisition is not envisioned, as the area is already
designated for such use.*

Subcomponent 2.2: Establishment of a Training and Knowledge Sharing Hub for Modern Waste Management Practices
25. To supplement subcomponent 2.1 and as part of the Center, this subcomponent aims to establish and develop a
hub for training and knowledge sharing, fostering expertise in modern waste management practices. The WMC will plan
an area for visitors with an educational character, where citizens, pupils, and students can become familiar with the work
of the Center. The project is expected to support strategies and training programs for the WMC to implement such
programs.

Component 3: Remediation of Waste Disposal Sites (indicative cost estimate: USD 16 million)

26. The objective of this component is to support the environmental cleanup and risk reduction of uncontrolled waste
disposal sites that still exist in Montenegro. Activities under this component will include the safe disposal of residual waste
at the Bijela shipyard to be combined with the remediation of the solid waste disposal site at the KAP facility, to reduce
immediate and future environmental hazards and rehabilitate degraded areas. In addition, during project preparation
cleanup of some of many informal waste dump sites in the country will be explored. These sites are increasingly posing a

3 Based on MONSTAT data and including the municipalities of Nikic, Savnik, PluZine, and Zabljak.

4 The outputs of the ongoing Technical Assistance “Improving the Enabling Environment for Effective Pollution Management in Montenegro”
(P179756) will include a comprehensive set of guidance documents that will inform the design and development of the Waste Management Center
(WMC) in Niksi¢. These outputs will encompass a detailed technical analysis of the current waste management situation, an assessment of the
legislative and regulatory environment, and an economic analysis to ensure cost-effectiveness of the WMC design and operations. Additionally,
recommendations for improving resource efficiency, incorporating energy efficiency measures, renewable energy potential, and reducing greenhouse
gas (GHG) emissions will be incorporated in the guidance documents that will be developed and inform the technical design of Component 2.
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hazard to the environment and health of local populations and a challenge to the economic development, also due to
their proximity to tourism locations.

Subcomponent 3.1: Remediation of the Solid Waste Disposal Site at KAP, Management of Residual Waste from the Bijela
Shipyard

27. This subcomponent aims to support the closure and remediation of the solid waste disposal site at the former
alumina production complex KAP in Podgorica. This cleanup intervention would not only reduce environmental hazards
but also contribute to the rehabilitation of degraded industrial areas, making them safer for surrounding communities and
suitable for potential redevelopment. The site remediation works can build on preparations and design work that were
performed under IWCMP. With the cleanup and restoration under IWMCP of the Bijela site for new ship repair activities,
the Government of Montenegro has committed to remove also the last remaining quantities of contaminated soil --though
not classified as hazardous waste—from this shipyard for utilization or disposal in Montenegro. This activity will finance
the safe transport and disposal of these residual materials at the waste disposal site of the KAP location, jointly with the
remediation of this site under this component, freeing the last part of the Bijela site that currently stores this waste for
future use. As part of project preparation, options for repurposing of the solid waste disposal site at KAP will be explored,
including by potentially establishing a permanent site for the safe and sustainable disposal or treatment of hazardous
waste. This would address long-term waste management needs while mitigating environmental risks.”

Subcomponent 3.2: Closure and Cleanup of lllegal Dumpsites

28. A substantial but yet to be determined part of Montenegro’s waste is disposed of in unregulated dumpsites, with
negative impacts on the local environment and potential development of these sites e.g., for the tourism sector. Dumped
materials mainly consist of domestic and construction waste but can also be other waste materials. During project
preparation, the occurrence and size of these dumpsites will be mapped, assessed and prioritized for closure by removal
of the waste or in-site control measures. Selected approaches will depend on size, environmental impacts and other local
conditions. No land acquisition will be involved for these interventions, ensuring that all selected dumpsites for cleanup
and control measures are within areas already designated for such actions. The assessment for cleanup of these sites will
also prescribe measures that must be in place prior to cleanup investments to halt any future dumping at these locations,
based on availability of alternative disposal options combined with measures to enforce compliance. By tackling these
legacy waste issues, Montenegro would take significant steps toward meeting EU environmental standards, protecting
public health, and fostering sustainable economic growth.

Component 4: Project Management (indicative cost estimate: USD 4 million)

29. This component will cover the costs for project management, coordination related to staffing, consultancies, and
operating costs, as well as ensuring the ESF compliance, monitoring and evaluation (M&E) of all project activities in line
with the Results Framework. It will also fund training and learning activities aimed at enhancing project staff’s technical
skills and expertise to implement the proposed activities and to collect data in the M&E system.

Theory of Change

5 Currently, Montenegro lacks a landfill for the permanent disposal or treatment of hazardous waste, forcing waste producers to either export the
waste through authorized entities or temporarily store it. This has led to the accumulation of hazardous waste, creating potential risks to public
health and the environment. To address this issue, the country needs a facility for the temporary storage of hazardous waste, where it can be
repackaged and prepared for export or permanent solution in this regard. Moving forward, the development of such infrastructure is critical to
improving waste management practices and mitigating associated environmental risks.
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30.

Component 1

Problem
Statements

The proposed Theory of Change (ToC) was developed to ensure the quality of the interventions in addressing key
challenges that the waste management sector in Montenegro is facing and full alignment with and effective
implementation of the Law on Waste Management the National Waste Management Plan.

Figure 1 - Theory of Change

Montenegro is facing significant challenges in its waste management sector. The existing infrastructure is inadequate, the regulatory frameworks are insufficient, and sector
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