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Water financing in EECCA

• ensuring access to water supply and sanitation in line with the MDGs –
EUR 7billion per year

• improving level of services: wastewater treatment

• ensuring financial sustainability of water services, including irrigation

• De-polluting the shared waters such as the Black Sea and the Caspian
– effectiveness: requires involvement of all countries  

– cost-effectiveness: opportunity and challenge



Recent work on financing WSS
• To achieve long-term objectives it is imperative to close 

the financing  gap

• Reducing costs: 

– Operational efficiency

– Cost-effectiveness of interventions

– Sequencing (importance of O&M)

– Ambition of implementation timetable

• Increasing revenues:

– Need clear financing (and regulatory) framework to 
attract private investment that can help “bridge” the gap

– Ultimate sources: 3Ts  (tariffs and other user charges, tax-
based subsidies, and external transfers such as ODA)

– Affordability considerations need and can be addressed 

• Need for Strategic Financial Planning (multi-stakeholder 
process, robust analytical basis)

• Likely impacts of financial crisis (tariffs, taxes, transfers, 
private investment)



Closing the Gap - The ultimate 
sources of revenue

• There are only three ultimate sources of 
revenue that can help to close the 
financing gap, the 3Ts:

– Tariffs

– Taxes, and

– Transfers, ie ODA

• Loans and bonds will need to be paid 
back and mainly serve to “bridge the 
gap”, by helping to cope with large up-
front investment costs

Figure 1:Shares of Tariffs, taxes and transfers (ODA) in WSS finance in 

various countries
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Strategic financial planning can help,
but what is it?

• A multi-stakeholder policy dialogue process that attempts to develop a 
national consensus on what water supply and sanitation services the 
country can or should afford in the next 20-30 years and how will it pay 
for them.

• A methodology based on solid financial modelling that structures the 
process of consensus-building in the following steps

– (i) assessment of current financing gap,
– (ii) discussion of policy options that could help to close the financing gap,
– (iii) development of alternative scenarios to improve water services,
– (iv) identification of most appropriate scenario and associated policy mix. 
– (v) development of investment/action plan and link into budget process



New work on financing WRM
• A “reference framework” informed by case studies

• What needs to be paid for: WRM functions

– Governance: research, monitoring and information mgt; 
policymaking and planning (incl. stakeholder 
involvement); administration; enforcement

– Infrastructure: water storage and distribution, flood 
control, environmental protection,…

• Benefits and beneficiaries

• Costs (cost effectiveness, allocation of expenditures,…)

• Paying for and financing water resources management

– Principles (polluter pays, user pays, cost recovery,…)

– Instruments 
(administration/abstraction/development/pollution 
levies, local taxes,…)

– Role of commercial finance

• Financial implications of policy incoherence
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