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SUMMARY OF MAIN DECISIONS 

 

Review of the implementation of the Work Programme 

 

At its second meeting the Group of Senior Officials on Urban Water Sector Reform in the 

EECCA
1
 welcomed the information about demonstration projects on utility performance indicators 

in Russia, Moldova and Ukraine. The Group agreed that indicators are an important tool for the 

management of reform process. Specifically, the Group agreed that more countries of the region 

need to be covered by demonstration projects, and that the methodology for indicators gathering and 

analysis should be further developed to reflect specific needs of the countries and the region. 

 

The Group welcomed the information about the proposed project on performance contracts 

between local authorities and water utilities. The Group confirmed that there are numerous legal and 

cultural obstacles for the introduction of performance contracts in EECCA. But eventual 

introduction of such contracts would provide support for a more effective management of water 

utilities and for sector reform. The Group agreed that EECCA countries would benefit from the 

development of a practical guide for the introduction of the performance based contracts.  

 

The Group welcomed the project analysing the experience of utility reform and private 

sector participation in the Central and Eastern European (CEE) countries. At this time, there are no 

clear conclusions about the relative role of publicly and privately operated utilities in the CEEC. 

Some EECCA countries have established, and others are considering the possibility of establishing 

provisions for private sector participation. For EECCA countries, the immediate goal is to provide 

more effective frameworks for operating water utilities, making a clear distinction between 

ownership of water utilities and participation of private companies in the operation of the sector. 

Continuation of the dialogue on this issue between the EECCA and with the International Financial 

Institutions (IFIs) and private sector could help to assess the feasibility of different approaches, as 

well as conditions for a successful private sector involvement.  

 

Endorsement of selected products 

 

The Group endorsed the draft Guide to Municipal Water Tariff Reform. It invited the EAP 

Task Force Secretariat to finalise the Guide based on the comments from the Group and 

recommended to transmit the document to the higher levels of the EECCA governments, which 

would provide sector managers with a stronger position to promote reforms in their countries. The 

Group recommended to continue work on economic and financial reform and to focus future 

activities on the development of practical methodologies and guidelines addressing the specialists at 

utility, municipal and national level. 

 

The Group endorsed the draft Guidelines for Consumer Protection and Public Participation 

in Urban Water Sector Reform. The Group welcomed the rich country data presented in the draft, 

and asked the EAP Task Force Secretariat to further develop policy recommendations based on the 

comments from the Group. Upon completion the Guidelines will be provided to the members of the 

Group and to the EECCA governments. Building on the Guidelines further activities will need to 

support EECCA countries in elaborating and implementing the sound social policies through 

capacity-building and the development of practical methodologies and implementation of 

demonstration projects. 

                                                 
1
 EECCA stands for Eastern Europe, Caucasus and Central Asia, and covers 12 transition economies of the former 

Soviet Union: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Kazakhstan, Kyrgyz Republic, Russia, Tajikistan, 

Turkmenistan, Ukraine and Uzbekistan. In the past the countries of this region were often referred to as the NIS (New 

Independent States). 
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Discussion of the future activities 

 

The Group agreed that substantial progress has been achieved in the first year of its 

operation, and that this should be reported to the Kiev Environment for Europe Ministerial. The 

Group supported the proposed outline of the Report Monitoring Urban Water Sector Reform in 

EECCA that would be submitted to the Kiev conference. 

 

The participants agreed that the work of the Group should be continued beyond Kiev and 

supported the outline of the post-Kiev Work Programme proposed by the Secretariat. The Group 

noted that at the Almaty conference ministers called for a review of sector reform in 2005 and future 

work should be geared towards delivery of concrete results by that time. The Work Programme 

should be built around the main theme of promoting reform and investment into the sector; it should 

focus on the development of specific and practical methodologies that could assist utilities, 

municipalities and national authorities in their work, it should be implemented through 

demonstration projects where possible. Synergies with the East-West Environmental Partnership - 

EECCA Environment Strategy - and the EU Water Initiative should be fully exploited.  

 

Next steps 

 

The report from the meeting together with all meeting documents will be mailed out to the 

Group members before 25 December. 

 

The Group agreed to provide missing national data and/or comments to the Guidelines for 

Consumer Protection and Public Participation, to the Monitoring Report to Kiev, to the outlines of 

the post-Kiev Work Programme and to the development of the European Water Initiative. All the 

comments are to be provided to the EAP Task Force Secretariat by 6 January 2003. 

 

Next meeting of the Group will take place in autumn of 2003. 

 

 

 

 

The Group noted the information provided by Tajikistan about an international conference in 

Dushanbe in September 2003 to mark the year of freshwater, and the invitation, which the 

Tajikistan extended to the Group members. 
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BACKGROUND, OBJECTIVES AND PARTICIPANTS OF THE MEETING 

 

The Group of Senior Officials on Urban Water Sector Reform in the EECCA has been 

established according to the conclusions of the Ministerial Consultation on Water Management and 

Investments in Almaty, October 2000. The main objective of the Group is to promote policy reforms 

in the urban water sector and to elaborate practical approaches for the implementation of the Almaty 

Guiding Principles for the Reform of the Urban Water Supply and Sanitation Sector in the EECCA.   

 

At its first meeting in Kiev, September 2001, the Group of Senior Officials adopted its Work 

Programme for 2001-2003, focusing on three main issues: regulatory and institutional reform; 

economic and financial reform; social protection and consumer involvement in the sector reform. The 

implementation of the Work Programme is carried out through annual meetings of the Group, expert 

seminars and demonstration projects in selected countries. Ukraine and Denmark chair the Group, 

OECD/EAP Task Force is providing secretarial support to the Group. 

 

During one year that has passed since the creation of the Group and the adoption of its 

Work Programme, a number of activities have been launched. The EU initiative on water, including 

its EECCA component, was announced at the World Summit on Sustainable Development in 

Johannesburg, and may give additional support to the activities of the Group. The forthcoming 

“Environment for Europe” ministerial meeting, which will take place in Kiev in May 2003, will 

provide an opportunity to attract additional international attention to the reform of the urban water 

supply and sanitation sector in the EECCA.  

   
The main objective of the second meeting of the Group was to review the progress in the 

implementation of the Group’s Work Programme and to agree on the future activities. In particular, 

the agenda of the meeting included the following issues:  

1. Exchange of experience between the officials and experts from the EECCA and OECD 

countries; 

2. Discussion and endorsement of the results of selected projects, including: 

 utility performance indicators; 

 experience of utility and other institutional reforms in Central and Eastern Europe;  

 water tariff guide; 

 guidelines on social protection and consumer involvement in sector reform; 

3. Future activities of the Group in the context of international co-operation, including: 

 EU water initiative and its EECCA component, in the framework of the EECCA 

Environment Strategy;  

 monitoring and evaluation of progress in water sector reforms, reporting to the 

Environment for Europe Ministerial Conference in Kiev, May 2003. 

 

The second meeting brought together the members of the Group - officials responsible for 

water supply and sanitation from 12 transition economies of Eastern Europe, Caucasus and Central 

Asia. Experts from OECD countries, representatives of IFIs, international organisations and donors, 

private sector and consumer/public organisations also took part. See the attached List of 

Participants.  
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SUMMARY OF THE DISCUSSION 

 

UTILITY PERFORMANCE INDICATORS   

 

Mr. Hryhory Semchuk, Chairman of the State Committee of Ukraine for Housing and 

Communal Services and the Co-chair of the Group, opened the first session and introduced the 

subject of utility performance indicators. Information about utility performance if crucial for the 

management of the sector, investment and other decisions. Utility performance indicators are useful 

tools for information gathering; in a number of countries they became a standard practice for the 

sector management. The basis took kit proposed for the EECCA countries was developed by the 

World Bank and used in other parts of the world, and was further adapted by the EAP Task Force 

Secretariat. Several demonstration projects were implemented in order to gather utility performance 

indicators in Russia, Moldova and Ukraine. Germany, Finland and Norway funded the project.  

 

Mr. Sergei Sivaev from the Institute of Urban Economics, Russia, presented the main 

elements of the methodology for information gathering and analysis based the performance 

indicators and the outcomes of the demonstration projects in Russia, Ukraine and Moldova. The 

projects helped identify main trends in the sector reform over the past decade. In particular, the 

analysis revealed some common problems of these countries: low economic efficiency of water 

utilities, growth of staffing levels at the background of decreasing production figures; serious 

accounting policy problems and low shares of metered water sales; low investment attractiveness of 

the sector facilities. The above analysis also demonstrated some of the differences in the national 

water sector reforms: substantial differences in economic prices of water; slow changes in tariffs in 

Russia and Ukraine, in comparison with Moldova; different dynamics of changes of water 

production levels and accident rate and different payment discipline of water users. The analysis 

demonstrated that water utilities in these countries have moved to introduce market relations in the 

water sector, and that a lot remains to be done in this direction. See document “Western NIS study 

on water utility performance indicators”. 

 

Mr. Yuri Nistor from the Moldovan Association of water utilities Apa-Canal presented the 

experience of applying performance indicators for decision making in Moldova. Significant period 

of time covered by these indicators (1996-2000) allowed to identify main trends and problems in the 

municipal water supply and sanitation sector. Such main trends included: significant reduction of 

volumes of services (water production decreased by 48%, and water consumption - by 52%); 

increase of water losses and unaccounted consumption (from 30 % to 35 %); reduction of 

uninterrupted water supply (from 21.5 to 18.7 hours per day); increase in number of accidents in the 

network (from 4.6 to 4.9 accidents/km per year compared to 0.2-0.4 in England). The indicators also 

pointed out at the differences in performance of different utilities. These indicators were used for a 

preliminary assessment of performance efficiency and financial stability of water utilities in relation 

to the credit for municipal water supply and sanitation services provided to the Government of 

Moldova, four towns of Cahul, Orhei, Soroca and Stefan Vode were selected. See document “The 

Experience of Practical Application of Performance Indicators and Financial Performance 

Indicators of Water Supply and Sanitation Utilities of the Republic of Moldova”. 

 

Mr. Ilia Abramovich, Ukrainian research institute “Progress”, the leading research institute 

for the water supply and sanitation sector in the country, explained the Ukrainian experience with 

the water performance indicators work. He mentioned several problems with them and suggested 

the ways to overcome these problems, in particular the need to ensure a better consistency of the 

indicators with the definition used in the national statistics of the EECCA countries.  

 

Mr. William Kingdom from the World Bank presented the IFI’s perspective on the 

usefulness of performance indicators. He described a new global initiative on performance 
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indicators’ collection and analysis. This work will be co-ordinated by the World Bank and funded 

by DFID of the UK. 

 

In the discussion that followed the participants focuses on the usefulness of methodology 

and discussed the ways for further development of the activity on indicators. Main points from the 

discussion are the following: 

 Ukraine noted that indicators are very useful in general and may have a different application: 

while the World Bank set aims to identify investment potential, for EECCA the focus should at 

the management of reform; Ukraine further noted that indicators are useful to analyse trends and 

need to be used in a complex (as specific figures may not be fully correct or misleading); th city 

of Lutsk noted that indicators will be useful for consumers to ensure the transparency of the 

sector management; 

 Russia noted that the proposed set is too broad and needs to be reduced to a core set common for 

all countries of the region; Lutsk suggested that in addition to the core set for international 

comparison there is a need to further develop the indicators and to create national sets of 

indicators; formalisation and institutionalising of indicators at the national level might be 

difficult as there is a need to address both national situation and provide comparable data for 

international comparison; 

 Ukraine recommended that some of the definitions, e.g. staffing and costs, need to be further 

clarified; Kyrgyz Republic noted that overstaffing revealed by the indicators is partly due to the 

fact that in the region repair workers are often treated as staff members; Ukraine suggested that 

this indicates the need to outsource these services; Georgia suggested to clarify the issue of VAT 

treatment as a cost item; IUE suggested that VAT should be included as a rule based on the 

accounting rules; Moldova noted that the ministry of finance refuses to exempt utilities from the 

VAT, which should be reflected in the definition of indicators;  

 NGOs noted that there is no indicator on quality of drinking water; Tajikistan agreed that water 

quality indicator needs to be added; Moldova added that environmental indicators need to be 

added such as water quality and levels of consumption; PADCO added that when there is no 

meters average consumption usually reflects consumption norms and that integrated indicators 

do not give sufficient information about the affordability of water as they do not compare the 

bill with the household expenditures; 

 Georgia stressed that the quality of information reported by utilities is not fully reliable; Ukraine 

agreed that reliability of data needs to be improved; PADCO added that sometimes regional data 

many not be representative for the whole country;  

 Ukraine, Russia and Moldova agreed that the work should be continued; Kyrgyz Republic noted 

that there were no Central Asian countries covered by indicators and they need to be included; 

Tajikistan added that this country would need assistance to carry out such a project; Georgia and 

Azerbaijan proposed to include these country into the next round of indicators work. 

 

Mr. Hryhory Semchuk summarised the discussion and confirmed that the Group agreed 

that the work on indicators was very useful and should be continued. He stressed that the 

methodology needed further developed by adding and clarifying some indicators, and adopting the 

World Bank set better to the EECCA terminology and statistical requirements. He further pointed 

out at the need to develop national sets of indicators in addition to the “core” of indicators for 

international comparison. Mr. Semchuk finalised the session by stating that pilot projects should be 

continued and expanded to other countries of the region, but the countries should launch their 

efforts themselves to attract assistance. 

 

PERFORMANCE CONTRACTS AND EXPERIENCE OF UTILITY REFORM 

 

Mr. Palle Lindgaard Jorgensen, the Danish Environment Protection Agency of the 

Ministry of Environment, Co-chair of the Group, introduced the subject of utility reform and private 



 7 

sector participation. Commercialisation of water utilities and introduction of a more structured and 

performance oriented relationship between utilities and municipalities could provide an important 

contribution for broader sector reform. While there are many hopes attached to the involvement of 

the private sector in bringing about greater utility efficiency and better sector finance, the issue 

caused rather controversial discussion at the Almaty conference. This meeting would provide an 

opportunity to substantiate the debate and to identify ways forward. 

 

The first part of the session focused on the potential of introducing performance based 

contracts between municipalities and water utilities in the EECCA region.  

   

Ms. Aki Yamaguchi gave a brief presentation about the theory of the performance 

agreements.  Performance agreements between utilities and municipalities help to establish 

performance objectives for the utility and resources required for achieving such objectives, 

including the responsibility of the government institutions. When developing performance 

agreements, there are 7 basic elements to be reflected in the agreement to ensure a solid base for 

successful results: institutional, project scope, performance, financial, incentives, risks, and 

customer services.  However, those elements are necessary but not sufficient by themselves for a 

successful reform; substantive sector reforms have to be implemented in parallel.  Also, not all the 

elements are relevant to each case due to the differences in legal framework among countries as well 

as their local specificity.  See document “Consideration for the design of performance agreements 

with public utilities in the water sector” by Guillermo Yepes. 

 

Mr. Vyacheslav Mussatin, Deputy chairman of the Committee for property relations of the 

city of Syzran, Samara region, Russia, presented the experience of the municipal utility reform. The 

city has invited a consortium of 5 leading local private companies to manage its water utility in 

order to halt the deterioration of water infrastructure and to attract additional investments. 

Municipal property was transfer into a trust managed by a newly established private company in the 

form of a concession-type contract for 5 years. It was expected that the private investment would be 

refinanced through increased efficiency of the company and the reform of tariff policy. Indeed, the 

debt to utility was re-paid, while the water prices for households went up 2,5 times, but only 4 staff 

members left the utility; currently the utility has no economic losses, but does not report profits yet. 

Mr. Mussatin pointed out that the implementation of the project gave positive results overall, but 

that at the same time certain weaknesses were revealed. The contract did not specify from the outset 

key elements such as the tariff formula and requirements to quality and quantity of services. 

Another obstacle that occurred is due to the fact that Russian law stipulates that when the 

management of municipal infrastructure is transferred from to a private entity, the regulatory 

responsibilities must be transferred from the municipality to the regional administration. This 

significantly complicated the agreements concerning tariff policy. The presentation led to a lively 

discussion and a large number of questions pointed out at the need to further study such experience. 

See document “Experience of introducing a concession contract for the management of the water 

utility in the city of Syztan”.  

 

Mr. Antoine Grand d’Esnon of Service Public 2000 (a municipality financed NGO 

providing consultancy services) presented recent French experience with utility/municipality 

contracts. He pointed out that there has been a fundamental change in the approach to delegation of 

utility management over the last couple of decades. While in the past the objective was essentially 

to expand services to a maximum of customers, the focus has now shifted to improving the quality 

of services. As a consequence the issue of performance based contracts has seen its profile raised. 

With this shift, the management of private operators has become more complex and therefore issues 

such as conflict resolution and the potential role of a central regulator to provide support to the 

development and monitoring of performance contracts have gained in importance. 
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The discussion that followed focused on the following questions: what are the main 

obstacles to the introduction of performance agreements in EECCA and would the countries see a 

benefit in developing a practical guide for performance agreements. The following points are the 

following: 

 Ukraine noted that reform of governance and management are key to the reform of the sector, 

and introduction of contracts is an important element of this work;  

 Institute of Urban Economics (IUE) noted that the in the legal environment in the EECCA 

region the transition from the direct administration to contract management would be a difficult 

process; in Russia for e.g. administrative management of unitary enterprises, such as water 

utilities, has a higher authority than any contract between a municipality and a utility, thus such 

contracts would not have legal power in this country;  

 Ukraine noted that while there is a general basis for the introduction of contractual relations in 

this country (laws on management, rent and concession), there are no specific legal acts and 

procedures outlining practical introduction; the private sector agreed that tariff regulation is 

among the most difficult issues in this respect; therefore there is a need to develop a practical 

tool to assist the implementation, including the issues of property and role of municipalities in 

tariff regulation; contractual relations and promoting competition;  

 Russia pointed out at the lack of municipal capacity for tariff regulation including debt 

management; Ukraine added that pilot projects would be a good tool to develop management 

and governance capacity; Lutsk suggested that a step by step approach is needed with 

introduction of contractual relations in smaller entities first and moving to larger ones later, e.g. 

small projects with the participation of private and municipal capital; 

 The private sector pointed out at the essential difference between the management and 

performance contracts, and stated that the private sector believed management contracts a more 

effective form; currently there is no interest for the introduction of performance contracts in the 

region as this would require formulation of clear performance targets and obligations; currently 

the focus of contractual relations should be at the improved governance relations; but the EAP 

Task Force argued that performance based contracts are needed in the region as they add 

transparent goals needed for the improvement of governance; Lutsk agreed that at the present 

stage it is very difficult to identify the obligations of the municipality in a utility project with the 

private sector participation. 

 

The second part of the session focused on the experience of utility reform in Central and 

Eastern Europe and obstacles for private sector participation and investments in the EECCA region.  

 

Mr. David Milnes, Consulting Company WRc, gave a brief introduction to the report on 

experience with utility reform in the CEE and lessons for EECCA, that is currently under 

preparation. In his presentation he described the situation with water sector reforms in several 

CEEC, including Poland and the Czech Republic, identifying the very different weight that the 

private sector is playing in these two countries. He also presented results from a survey of utility 

performance in these two countries and in Estonia. It appears that there is no significant difference 

in performance levels between publicly and privately operated utilities. He then moved on to present 

some of the main conclusions from the reform efforts in the CEE. These included that there was no 

utility “model of success”, but a variety of approaches many of which had shown very good results; 

the important role that IFI and commercial loans had in forcing utilities and municipalities to adopt 

sound business plans and in avoiding political interference; the dangers that arose from over-

fragmentation, and how some CEEC were trying to overcome this problem with the development of 

regional utilities; the crucial role of strong political commitment to water sector reforms at the 

highest political level. See attached slides. 

 

Mr. Brendan Gillespie, EAP Task Force/OECD, briefly presented the main results from a 

joint EAP Task Force-World Bank meeting between donors, IFIs and the private sector that was 
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held in Paris in April 2002 on the topic of “Private Sector Participation in Urban Water Services in 

Central and Eastern Europe and Central Asia”. The main objectives of the meeting were to identify 

the causes for the slow progress of private sector participation (PSP) in the CEE/EECCA region and 

to develop approaches to overcome these obstacles. The main measures that need to be undertaken 

in order to develop more PSP projects and to make them more successful concern the bidding 

process that needs to be improved, risks that need to be allocated more effectively, and the 

regulatory frameworks that need to better support PSP. The meeting concluded that strong political 

support at appropriate levels of local and central government is crucial for the success of PSP, that 

IFIs and donors need to increase their efforts to reform legal and institutional frameworks in 

recipient countries, and that transaction costs need to be reduced and competition for PSP projects 

increased. See document “OECD/World Bank, Private Sector Participation in Municipal Water 

Services in Central and Eastern Europe and Central Asia, Conference Write-up”. 

 

The following discussion focused on the possible role of the private sector in the reform of 

water supply and sanitation services. The main points were the following: 

 Kyrgyz Republic inquired if the private sector provision of water services is a universal 

approach, which has to be followed by the EECCA countries; the private sector responded that 

400 to 500 million out of 6 billion of the global population consume water provided by the 

private sector, and from the point of view of the private sector this market has a lot of potential 

both in OECD and in developing world; the conditions for private sector are better in the OECD 

countries than in EECCA, and if countries of the region would like to attract private operators 

they need to improve the conditions; Ukraine agreed that while in the EECCA there is not PSP 

as yet (despite few examples mentioned from Kyrgyz Republic and Georgia, in addition to know 

Yerevan and Almaty cases)  that should be the objective and the countries should prepare for for 

this development; 

 WRc noted that there is no need to rush for PSP but rather to prepare a good regulation for the 

sector; the private sector suggested to make local and national regulations lighter and more 

predictable; 

 Ukraine added that to promote PSP the issue of property needs to be clarified, taking into 

account monopoly situation; municipal ownership should remain the core condition, while the 

role of the PS is to manage the utilities;  

 IEU noted that the main obstacles for PSP is the unclear tariff regulation which holds foreign 

and domestic commercial investments; Ukraine further added that low cost recovery and a large 

share of energy in the total costs are among the obstacles for PSP; Ukraine gave an example of 

its efforts to improve the environment for PSP by introducing a new tariff regulation which 

envisages 100% cost recovery including some investments, which can be directed for energy 

efficiency; introducing a requirement for municipalities to compensate the difference between 

the full cost and current tariff; and a requirement for the public budget to finance projects of 

national and regional importance; 

 The private sector stressed that national authorities should develop a capacity to help 

municipalities to deal with PSP; such capacity specific for the EECCA region is limited within 

the private sector as well; 

 The private sector noted that according to the presented experience of CCE, staffing has 

increased with the involvement of private sector; which is contrary to the usual believe; NGOs 

noted that the EECCA experience of PSP is not very positive - secrecy and corruption are often 

associated with PSP, EECCA need to know not only positive but also negative experience to 

ensure a successful PSP in the region. 

 

Mr. Palle Lindgaard Jorgensen summarised the discussion by stating that while there are 

many legal and cultural obstacles for the performance contracts in EECCA, their eventual 

introduction would be an important input to the sector reform. Therefore EECCA countries would 

benefit from the development of a practical guide for the introduction of the performance based 
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contracts. As for the private sector participation, the Group welcomed the project analysing the 

experience of the CEE countries, which provided actual data about negative and positive results of 

the private sector involvement in the region. While there is no clear path and many obstacles on the 

way for the private sector involvement, EECCA need to start this long way, making a clear 

distinction between ownership of water utilities and participation of private companies in their 

operation. Continuation of the dialogue on this issue would be beneficial for the countries and for 

the private sector. 

 

GUIDE ON WATER TARIFFS 

 

Mr. Palle Lindgaard Jorgensen reminded the participants that Almaty Guiding Principles 

state the critical situation in the sector, blaming the poor financial and economic status of utilities. 

The Guiding Principles pronounced the main and necessary steps to achieve the objectives and 

obligations of municipal water and wastewater services. Two of those principles, which directly call 

for water reform, are: (1) establishing the sector on a financially sustainable basis so that funds are 

available to cover operation and maintenance costs and make necessary investments, while 

addressing the needs of the poor and vulnerable households; and (2) creating incentives to 

substantially increase efficiency in consumer use of water and in the operation of water and 

wastewater utilities  

 

Mr. Orest Lototskii, Deputy Chairman of the State Committee of Ukraine for Housing and 

Communal Services, presented Guide to the Municipal Tariff Reform in the EECCA. He described 

the process of the preparation of the Guide and outlined the main principles for the water tariff 

reform based on the Almaty Guiding Principles, including economic efficiency; cost-recovery; 

fairness; financial stability; resource conservation and social orientation of water services. He 

stressed that in order to ensure economic and financial stability of water utilities governments need 

to relieve them from a heavy burden of providing social protection, which should be the 

responsibility of the state. However, if the governments chose to continue provision of some of 

social assistance through the utilities, e.g. though the cross-subsidy or free water for any specific 

group of consumers, the negative impact of such measures on the financial situation of utilities 

should be minimised. He called for the new tariff mechanisms, but stated that such mechanisms 

should remain simple in application and clear for utilities, water users and decision-makers. He also 

discussed the Ukrainian experience with the reform in a light of this document. See document 

“Guide to Municipal Water Tariff Reform”. 

 

Mr. Vyacheslav Loktionov, Ministry of Economic Development of Russian Federation, 

discussed the possibilities of the implementation of the key issues of the document in the EECCA 

legal and economic environment. He pointed out that most of the ideas of the document came from 

the EECCA audience and expects that it will receive a proper response from the Governments.  

 

Mr. Sergiei Tarasyuk, Deputy Mayor of Lutsk, Ukraine, presented the case of the city of 

Lutsk in municipal reform and specifically water aspects of the communal reform. He discussed 

experience of Lutsk in working with international donors (UASID, PADCO, Polish Development 

Fund).  

 

Mr. Nurman Aldaberguenov, Almaty Department of the Agency for regulating natural 

monopolies and protecting competition, presented the challenges faced by the Almaty anti-

monopoly committee in development of the fair contract with the international operator of the 

municipal water utility (Vivendy Waters). He presented the project from the point of view of the 

regulator. He described the modified version of the cost-plus scheme for the utilities that considers, 

for example, opportunities cost of the investment capital as a utility cost. 
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In the discussion that followed, the members of the Group focused on two main issues: how 

to disseminated the Guide to the EECCA governments and what should be the focus of the further 

activities on tariff reform. The main points of the discussion are the following: 

 IUE pointed out that this document is a useful tool for building a base for price reform and 

private sector participation in the region, and should be regarded a policy document for high 

level decision-makers; the private sector agreed that this document will help private companies 

in negotiations with water utilities;  

 The private sector further stressed that the managers of the water sector should oppose current 

financing of water supply based on the “left over” principle; there is a need to add an argument 

that water tariff reform will provide positive effects for the local economic development; 

 Russia agreed that the main idea of the document is that prices should go up; in Russia for e.g. 

there are currently legal proposals to introduce a water tax and a pollution compensation change 

which will lead to the water price increase;  

 Kyrgyz Republic noted that poor states cannot afford full cost recovery immediately and that the 

Guide should point out at the need of a transition period; NGOs added that the Guide aims to 

support utilities in their efforts to increase prices without a sufficient attention given to the needs 

of consumers; NGOs suggested that the issue of transparency should receive a better coverage in 

the document; 

 Georgia stressed the need to transmit this document to the national governments to strengthen 

the position of sector managers in the national debates about the need of tariff reform; 

 Moldova noted that the lack of national legal and sub-legal acts does not allow to further reform 

tariffs; in addition to this general document there is a need for detailed guidance and 

methodologies for tariff reform for the EECCA countries; WRc suggested that the more detailed 

tariff reform methodologies should address the issues of asset valuation and depreciation.  

 

Mr. Hryhory Semchuk summarised by stressing a high political importance of the debate 

about tariff reform. He reiterated that the Group invited the EAP Task Force Secretariat to complete 

the Guide on Tariff Reform based on the current discussion and to transmit it to the higher levels of 

the EECCA governments. Such channelling of this document through the international network to 

national governments will provide sector managers with a stronger position to promote reforms in 

their countries. Mr. Semchuk also noted that the Group recommended to continue work on 

economic and financial reform and to focus future activities on the development of practical 

methodologies and guidelines for the specialists at utility, municipal and national level. 

 

GUIDELINES FOR CONSUMER PROTECTION AND PUBLIC PARTICIPATION  

 

Mr. Palle Lindgaard Jorgensen noted that Almaty Guiding principles identify 

participatory multi-stakeholder process as one of the key elements of socially accepted and 

sustainable water sector reforms in the NIS. They specify that gradual tariff increases required for 

financial stability of the sector “should take full account of affordability constraints and be part of a 

strategy for service improvement which has been developed through a participatory process”. At the 

first meeting the Group on Urban Water Reforms discussed social aspects of sector reforms, and 

agreed to develop Guidelines on Consumer Protection and Public Participation. The Netherlands 

provided the funding for the development of the Guidelines. 

 

Mr. Alexander Kucherenko of PADCO Ukraine/EAP Task Force presented the Guidelines 

for Consumer Protection and Public Participation in the Urban Water Sector Reform proposed for 

the endorsement of the Group. He presented the overview of the affordability of water services in 

the EECCA region and outlines the key methodologies, which could be used for regular analysis of 

affordability at country level and for specific groups of consumers. He further analysed current 

forms of social assistance to support water consumption by the poor with the focus on two main 

forms used in the region - housing subsidies and general poverty reduction programmes. Mr. 
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Kucherenko presented criteria for the assessment of the effectiveness of social assistance 

programmes and outlined possible ways for their further reform. Finally, he discussed the main 

mechanisms for consumer and public participation in the reform process, including provision of 

information, participation in decision-making and access to justice. See Document “Guidelines for 

Consumer Protection and Public Participation in the Urban Water Sector Reform in Eastern 

Europe, Caucasus and Central Asia”. 

 

Ms. Tamara Mischenko from the Ministry of Labour and Social Policy of Ukraine 

presented an assessment of the housing subsidy programme of Ukraine using the criteria proposed 

in the Guidelines. She pointed out that the programme has been an effective tool for the protection 

the low-income consumers during the most rapid price increase and allowed for efficient use of 

public resources. She also discussed possible ways to further improve the performance of the 

programme, including its better targeting and introducing incentives for water saving. Finally, she 

suggested that the housing subsidy programme could be eventually merged with the general poverty 

reduction programme recently introduced in Ukraine to ensure a better use of public resource 

through coherent and transparent social assistance programmes. See presentation attached. 

 

Ms. Sona Haroutunyan from the Ministry of Social Security of Armenia presented the 

Armenian approach of supporting water consumption by the poor through general poverty reduction 

programme not related specifically to water or housing services. While this programme is an 

effective tool for poverty alleviation, it may not be sufficient to provide an effective support to the 

low-income consumers in case of a major tariff increase required for the reform of water supply and 

sanitation sector in the country. She further presented the experience of one of the Armenian 

municipalities in providing municipal housing subsidy for the low-income households. See 

presentation attached. 

 

Ms. Polina Kruchkova from the Russian Association for the Protection of Consumer 

Rights noted that the access to water supply, quality of water and water services and price of water 

are among the key concerns for the water consumers. Transparency of water tariff regulation is the 

key prerequisite for social support of reforms. She further discussed the mechanisms consumer 

involvement in reforms and stressed that information is the most important tool in this respect. 

Public scrutiny over the performance of local governments, such as public hearings, is another 

important mechanisms for public involvement. Finally, she pointed at various forms of conflict 

resolution, including individual and collective, through NGOs, consumer and housing associations. 

See presentation attached.     

 

In the discussion that followed the members of the Group proposed following comments and 

suggestions to the Guidelines (presented below by theme). 

 

Affordability of Water 

 Moldova stated that affordability has become a serious problem in this country and specific 

methods to analyse water affordability as proposed in the Guidelines are needed in order to 

propose appropriate and effective solutions; 

 Ukraine stated that affordability analysis can provide an important input for tariff setting: 

assessing and reporting the willingness of the majority of consumers to pay for better services 

provides grounds for tariff revision, while measuring the economic ability of consumers to pay 

helps establish realistic level of tariffs acceptable for the population; 

 Georgia stated that the proposed methodology for affordability analysis is overall applicable in 

this country; at the same time measuring macro or average affordability for the whole country 

may not be sufficient for local decision-making, and needs to be supplemented with micro 

affordability analysis for specific regions and municipalities; Ukraine added that micro 

affordability analysis could address the issue of regional disparities which may be resolved 
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through tariffs and consumption norms; Moldova further suggested to focus micro affordability 

analysis in the future at the rural areas where poorest groups of population is concentrated; 

  

Social Assistance 

 Russia noted that while establishing common criteria for evaluating the effectiveness of social 

assistance can be useful at the regional level, countries need to structure their social assistance 

schemes taking into account local reform conditions; provision of water assistance in a package 

with other housing and communal services might be a good solution for Russia and Ukraine, 

while in the Caucasus and Central Asia specific water assistance programmes may need to be 

considered; 

 

Consumer and Public Involvement 

 Russia stated that public participation and information is crucial for ensuring the transparency of 

water tariffs, Kyrgyz Republic noted that tariff transparency should be strengthened through the 

existing representative bodies; 

 Moldova stressed the need to build partnership relations between the consumers and water 

utilities and an important role which NGOs could play in this respect; Kyrgyz Republic pointed 

out that NGOs could play an important role in educating the consumers, specifically about their 

responsibility to pay for the consumed water services;  

 Russia suggested that the Guidelines address the issue of contractual relations between the 

consumers and the water service producers and providers aiming at compromise solutions and 

strengthening responsibilities of all the parties.  

 

Ms. Olga Savran of the EAP Task Force/OECD summed up the discussion by noting that 

the proposed comments and suggestions would be taken into account during the finalisation of the 

Guidelines. She invited the Group to provide missing country data and additional written comments 

to the Secretariat by January 6, 2003. She further noted that developing policy relevant 

recommendations based on the comments of the Group would be the focus of the finalisation of the 

Guidelines. The Guidelines will be then disseminated to the members of the Group and to the 

EECCA governments. To promote in-country implementation of the Guidelines the EAP Task 

Force will be working with selected EECCA and donor countries to develop demonstration projects 

and to elaborate practical methodologies for municipal and national authorities dealing with social 

aspects of water reform. 

 

FUTURE ACTIVITIES  

 

Mr. Hryhory Semchuk launched the discussion of the future activities by noting that the 

Group was established only one year ago, and its Work Programme covered the period till May 

2003 (when the Environment for Europe ministerial in Kiev would decide on the future of the 

process and the activities in EECCA region). The Group was invited to review the Programme for 

the following several months and to identify key areas for the future activities beyond the Kiev 

Conference. See Document “Briefing note on recent political developments affecting the work of the 

Group of Senior EECCA Officials for Urban Water Reform and its Future Activities”. 

 

Mr. Peter Borkey presented a detailed outline for the Monitoring report about the progress 

of water sector reforms in the EECCA to be presented at the Kiev 2003 “Environment for Europe” 

ministerial conference. He pointed out that the Almaty Guiding Principles will be used as the 

framework for the report, the main purpose of the Monitoring report is to set the base line for a 

major review of sector reform envisaged for 2005. The Monitoring report will cover the following 

areas: physical conditions of the infrastructure; legal and institutional situation in the urban water 

sector; economic and financial condition and social situation. Mr. Borkey noted that the first draft of 
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the report would be sent out to the members of the Group before the Christmas break, the comments 

should be provided to the Secretariat by January 6, 2006. See attached slides. 

 

Ms. Olga Savran presented the Environment Strategy for the EECCA and its water 

component. The Environment Strategy is currently prepared by the Ministries of Environment in the 

region and covers main common environmental priority issues, including urban water supply and 

sanitation. The Strategy will be presented at the Kiev conference as a framework for the national 

reform efforts as well as for the bilateral and international assistance programmes. The water part of 

the Strategy proposes a number of future actions, which were identified in the Background Paper on 

Urban Water Supply and Sanitation sent to the Group for comments in September. Main actions 

include: improving institutional and regulatory framework, ensuring financial viability of utilities, 

ensuring access to water services to the poor, safeguarding public health and protecting the 

environment. European Water Initiative may become an important tool to support the 

implementation of the water part of the Strategy; the Group needs to consider the ways to get more 

actively involved into the Strategy and Initiative implementation. See slides attached. 

 

Mr. Palle Lindgaard Jorgensen introduced the European Water Initiative and its 

Component for the EECCA region. The initiative was launched at the Johannesburg World Summit 

on Sustainable Development (WSSD), and constitutes an important move by the European Union 

(EU) to place water higher on the political agenda. The EU Water Initiative has been developed in a 

multi-stakeholder process and is open to all partners and regions. It aims to improve the efficiency 

of existing financing mechanisms through better co-ordination and to support the development of 

partnerships for the water sector. A priority is to increase the transfer of knowledge through 

institutional capacity building, targeted research and scientific co-operation. EU funding is intended 

to attract additional financial resources. The EU has established this water initiative as a key 

contribution to the implementation of the WSSD programme of action and to help achieve water-

related Millennium Development Goals. The EECCA component of the EU Water Initiative will 

have two main pillars: (i) on urban water supply and sanitation including the financing issue, and 

(ii) on integrated water resource management, including transboundary and regional seas issues. Mr. 

Lindgaard pointed out that the EAP Task Force has been asked to play a leading role in the 

implementation of the first pillar. An action programme for the EECCA component of the Initiative 

is currently under preparation and will benefit from the relevant contributions from the Group of 

Senior Officials for urban water sector reform. Mr Lingaard invited EECCA countries to develop 

their own activities, that could be included into the initiative as “building blocks”. It is planned that 

the EECCA component will be presented at the 3
rd

 World Water Forum in Kyoto, March 2003, and 

its action programme adopted as part of the EECCA Environment Strategy by Ministers of 

Environment at the “Environment for Europe” conference in Kiev, May 2003.  

 

Mr. Peter Borkey presented the Main areas of the possible post Kiev activity of the Group. 

It is proposed to continue the work of the Group to guide the development and implementation of 

the Work Programme (including the next meeting of the Group in autumn 2003), to maintain the 

main areas of the Programme and to envisage a major review of the reforms in urban water supply 

and sanitation by the year 2005. See attached slides. 

 

In the discussion following comments and recommendations were made: 

 

Monitoring Report 

 The World Bank noted that the discussion at this meeting showed that the EECCA countries are 

ready for the major reform of urban water supply and sanitation sector, but more remains to be 

done to convince higher level of governments, including Ministries of Finance, of the 

importance and the direction for reform; the World Bank further proposed to make the 

Monitoring report to Kiev more provocative and use stronger arguments pointed out at the 
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crisis, e.g. analysis presented at the meeting demonstrates that the water infrastructure in Russia 

is in a critical stage and this message has to be send to the Ministry of Finance; the region may 

need about 120 EURO per capita investments over the next 10 years to bring the systems into 

their initial stage; 

 The private sector argued that the main message should be rather at the crucial role of water 

sector for the economic activities of the country and the benefits for economies from effective 

sector reforms; 

 The World Bank continued that the Report should stress the role of the government in reforming 

the sector as it is unrealistic to foresee at the current stage a possibility of a full cost recovery 

through tariff;  

 The private sector suggested to stress that full cost recovery should be maintained as an overall 

objective as this is a prerequisite for private sector involvement; 

 Azerbaijan noted that many of the presented materials to be used for the Kiev Monitoring report 

did not contain data for this country, and confirmed that the data will be provided shortly. 

 

Environment Strategy and the European Water Initiative for the EECCA  

 The World Bank stressed that the European Water Initiative would be a good framework for co-

operation to assist EECCA countries in reaching the WSSD goals;  EECCA countries should 

declare their commitment to reach these goals to attract the assistance of the World Bank to the 

Initiative; 

 France added that the Kiev conference would become an important opportunity to strengthen the 

support for the Initiative; in particular it is important to ensure the EU financial assistance to its 

implementation thought the TACIS programme; 

 France added that the activities of this Group under the EAP Task Force allow to provide a good 

input to the Initiative and its work has to be continued;  

 Moldova has noted that the EECCA broad initiatives may not fully correspond national 

priorities and bilateral programmes may be a more effective tool for national reforms; Tajikistan 

stressed that the EECCA countries taking part in the Group are at different stages of reform, and 

the countries in most hardships, e.g. those who only recently emerged from civil conflicts, need 

to be given priority assistance; Denmark responded that the EU Water Initiative provides 

possibilities for both national/bilateral activities, as well as regional and international co-

operation;   

 

Elements for Post Kiev Work Programmes in the Frame of the Water Initiative 

 The World Bank proposed that the Group identified actions needed for the EECCA region to 

reach the WSSD development goals, and the priority areas for assistance, e.g. for the small 

towns, in villages and rural areas, for the protection of the poor in general; Azerbaijan and 

Moldova confirmed that the rural areas need particular attention; 

 The private sector recommended to focus assistance at the development of local capacity to 

transact, to manage and to regulate, through the establishment of local development institutions 

and through small demonstration projects, e.g. under the EAP Task Force; France agreed that 

EU TACIS assistance should focus on the demonstration projects, including assisting 

municipalities in project preparation, co-financing of IFIs and private sector projects; Moldova 

supported that demonstration projects is one of the most effective ways to build local capacity; 

 The private sector added that in order to remove barriers for investments, the experience of IFIs 

and private sector in the EECCA region has to be discussed in an open dialogue with the 

countries of the region;  

 France has further noted that it will continue its support in the area of legal issues, particularly 

through its co-operation with Russia; 

 The private sector pointed out at the need to address the issue of accounting standards in utilities 

in the framework of the general improvements of the utilities management. 
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Mr. Hryhory Semchuk summarised the discussion and stated that Group confirmed that 

first year of its operation was effective and successful, and that this success should be reported to 

the Kiev Environment for Europe Ministerial. He reiterated that the work of the Group should be 

continued and its post-Kiev Work Programme should be developed based on the proposal by the 

Secretariat. The Work Programme should be build around the main theme of promoting reform and 

investment into the sector, should focus on the development of specific and practical methodologies 

for utilities, municipalities and national authorities, and should be implemented through 

demonstration projects. Mr. Semchuk encouraged the members of the Group to prepare proposals 

for the future Work Programme in the frame of the EU Water Initiative and provide them to the 

Secretariat by January 6. He further stressed that the countries of the EECCA region should not 

passively wait for the assistance, but should strengthen their own reform activities, which will be the 

best way to attract donors, IFIs and private sector. 
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