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Policy frameworks for financing WRM 

• Mostly piecemeal, “organic growth”. Scope for more explicit 
and coherent frameworks that also promote transparency. 

• Convergence around key principles (user pays/cost recovery, 
polluter pays), but trade-offs (e.g. user pays/affordability) not 
always recognised/confronted. 

• Principles not fully applied. Scope for improving the incentive 
structure faced different levels of government/responsibility.  
Are we spending enough on enforcement and compliance?  

• Policy frameworks need to be dynamic as countries face 
evolving water policy drivers. Opportunities for policy learning 
and innovation (e.g. special purpose vehicles).  



Assessing financial needs 

• Water financial information improving, but crucial information 
gaps both in costs of achieving policy objectives and in current 
levels of expenditures. (We know very little about governance costs, 
a bit more about ecosystem management costs, quite more but still 
not enough about traditional infrastructure costs.) 

• We need to spend more than what we are currently spending, both 
in governance, ecosystem management and infrastructure 
(some/many countries are running down the asset base). 

• Governance costs are relatively small and critical, yet particularly 
difficult to fund (e.g. Danube sediment study) 

• Financial needs depend on level of ambition. Implicit reduction of 
ambition (extending deadlines in US, increasing number of WFD 
exceptions in EU) to confront the huge financing burden. Scope for 
a more structured approach (i.e. strategic financial planning)?   
 



Achieving objectives at lowest cost 

• We can do better (selection of cost-effective measures, 
technical innovation, reform perverse subsidies in other 
sectors). 

• But need to invest in “governance ”  
– Evidence of costs and effectiveness of “a priori” cost-effective 

measures 

– Technical innovation (benchmarking, R&D expenditures) 

– Overcome “silo-based” decision-making 

• Fix the current incentive structure inside and outside the 
“water sector”  



Increasing revenues from users and 
beneficiaries 

• If they are “ring-fenced”, these revenues are very important 
for its predictability 

• A range of mechanisms is available. Need to take into account 
potential for revenue-raising as well as complexity of 
managing them. 

• Make the most of existing mechanisms (rate-setting, invoicing 
and collection rates) 

• Decentralization: opportunity and challenge 
–  interest-pay-say model can ensure financial sufficiency and 

predictability 

–  trade-offs between river basin “operational” interests and national 
“strategic” interests 

 



Improving allocation of public 
financial resources 

• Mix of criteria, rarely spelled out 

– political process (lobbying), administrative (legislation), 
consultative,  technical rules (CEA, CBA) 

• “Orphan” nature of water resources management (in 
particular governance and ecosystem management)  

• Scope for improvement in different models (e.g. 
India top-down, France decentralised) 

 



Cross-cutting issues/messages 

• No blueprint, but common principles  

• We need institutions that can cope with rapid 
change 

• 2 elephants in the room 

– Climate change => increased financial needs 

– Economic/financial crisis => reduced availability of 
public financial resources 



Some questions 

• Have we missed any critical issues in our 
discussions?  

• What policy innovations in “financing WRM” 
need to be better studied/understood? 

• What are the main issues in the policy analysis 
agenda for the next 5 years? 

 



Next steps “financing WRM” project 

• March/April: Additional written input  

• May/June: Drafting 

• July/August: “Peer review” 

• September: Stockholm consultation (tbc) 

• October: revised draft 

• November: Discussion at official OECD body 
(WPGSP) 

• Early 2011: Publication  


