
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Unclassified ENV/EPOC/EAP(2011)1 
   
Organisation de Coopération et de Développement Économiques   
Organisation for Economic Co-operation and Development  18-Apr-2011 

___________________________________________________________________________________________

_____________ English - Or. English 
ENVIRONMENT DIRECTORATE 

ENVIRONMENT POLICY COMMITTEE 

TASK FORCE FOR THE IMPLEMENTATION OF THE ENVIRONMENTAL ACTION 

PROGRAMME FOR CENTRAL AND EASTERN EUROPE, CAUCASUS AND CENTRAL ASIA 
 

 

 

  

 

 

FROM ALMATY TO ASTANA: 10 YEARS OF WATER POLICY REFORMS IN EECCA 

 

Annual Meeting of the Task Force for the Implementation of the Environmental Action Programme for 

Eastern Europe, Caucasus and Central Asia (EAP Task Force) 

 

12-13 May 2011, Berlin, Germany 

 

 

Agenda Item 3 

 

 

 

 

 

 

 

 

 

 

ACTION REQUIRED: Delegates are invited to comment on the draft document. In particular, they are invited to 

correct factual errors and to take note of the conclusions, main messages, and policy recommendations. At the 

meeting, discussion will focus on these, and on priority actions.  

 

Written comments can be provided by 31 May 2011. 

 

 

 

 

Please contact Xavier Leflaive at e-mail: xavier.leflaive@oecd.org or phone: + 33 1 45 24 92 94 for 

any additional information. 

 

 

JT03300397 

 

 
Document complet disponible sur OLIS dans son format d'origine 

Complete document available on OLIS in its original format 

 

E
N

V
/E

P
O

C
/E

A
P

(2
0

1
1

)1
 

U
n

cla
ssified

 

E
n

g
lish

 - O
r. E

n
g

lish
 

 

 

 



ENV/EPOC/EAP(2011)1 

 2 

TABLE OF CONTENTS 

EXECUTIVE SUMMARY ............................................................................................................................. 5 

РЕЗЮМЕ ОТЧЕТА ........................................................................................................................................ 7 

INTRODUCTION ......................................................................................................................................... 10 

CHAPTER 1 - REGIONAL CONTEXT....................................................................................................... 12 

Access to water resources .......................................................................................................................... 12 
Population .................................................................................................................................................. 13 
Macro-economic and social conditions...................................................................................................... 14 
Macroeconomic trends in EECCA since 1990 .......................................................................................... 14 

CHAPTER 2 - WHAT HAS BEEN ACHIEVED: TRENDS IN WSS PERFORMANCE .......................... 15 

Initial condition of the water supply and sanitation sectors ....................................................................... 16 
Defining relevant performance indicators in the EECCA region .............................................................. 16 
Urban water sub-sector: key technical performance indicators ................................................................. 18 
Urban sanitation sub-sector: key technical performance indicators .......................................................... 29 
Key financial performance indicators for urban water and wastewater utilities ........................................ 32 
Rural water supply and sanitation .............................................................................................................. 36 
Consequences of service quality on health and the environment .............................................................. 38 

CHAPTER 3 - WHAT HAS BEEN DONE? TEN YEARS OF WSS REFORMS ....................................... 41 

Overall water sector reform performance .................................................................................................. 42 
Finding the optimal scale of operations ..................................................................................................... 44 
Towards better regulation: setting up national regulators for water supply and sanitation ....................... 47 
Introduction of private sector participation in water sector operations ...................................................... 49 
Reducing corruption and improving transparency in the sector ................................................................ 56 

CHAPTER 4 - HOW IT HAS BEEN FINANCED: EXAMINING FINANCIAL FLOWS ......................... 58 

Tariff revenues ........................................................................................................................................... 59 
The role of domestic public spending ........................................................................................................ 69 
Official Development Assistance............................................................................................................... 71 
Repayable financing from private sources ................................................................................................. 74 
Going forward: where is the money going to come from? ........................................................................ 75 

CHAPTER 5 - POLICY RECOMMENDATIONS ....................................................................................... 77 

Why is it important to invest in water and sanitation? ............................................................................... 77 
Why is it opportune to act now? ................................................................................................................ 78 
What can be done? ..................................................................................................................................... 79 

ANNEX: KEY STATISTICS BY COUNTRY ............................................................................................. 82 

REFERENCES .............................................................................................................................................. 95 

 



 ENV/EPOC/EAP(2011)1 

 3 

Tables 

Table 1. Overall indicators in EECCA countries, 2000-08 ................................................................. 13 
Table 2. Key figures relative to WSS sector performance in EECCA countries (2000-08) ................ 19 
Table 3. Challenges encountered by decentralised WSS systems in EECCA countries ..................... 45 
Table 4. Decentralization versus over-fragmentation: mapping of the EECCA countries .................. 46 
Table 5. Corruption Perception Index and ranking for EECCA countries (2009) ............................... 56 
Table 6. Average tariffs in EECCA, selected countries ...................................................................... 59 
Table 7. Consumer price index versus price of WSS services in selected EECCA countries ............. 60 
Table 8. Average tariff levels (US cents) in Armenia, selected companies (2003-2009) ................... 61 
Table 9. Average monthly bill for WSS services in selected EECCA countries ................................. 64 
Table 10. Affordability constraints in the Russian Federation .............................................................. 67 
Table 11. Ability and Willingness to Pay for Improved PWS Service .................................................. 68 

 

 

Figures 

Figure 1. Improved drinking water coverage in urban areas ................................................................ 20 
Figure 2. Coverage of urban population in EECCA with piped water supply ...................................... 21 
Figure 3. Water Consumption in EECCA ............................................................................................. 23 
Figure 4. Share of metered connections in EECCA (2003-2008) ......................................................... 24 
Figure 5. Non-revenue Water in EECCA (2000-08) ............................................................................ 25 
Figure 6. Water losses in Moldova by size of settlements .................................................................... 25 
Figure 7. Continuity of service in EECCA ........................................................................................... 26 
Figure 8. Numbers of piped breaks / sewerage blockages in EECCA (2002-06 .................................. 27 
Figure 9. Energy consumption in the water supply sector of Moldova ................................................ 28 
Figure 10. Staff per 1000 consumers (water supply only) .................................................................. 29 
Figure 11. Access to improved sanitation in urban EECCA and compared with world regions ........ 30 
Figure 12. Municipal wastewater connection rate in urban areas (2000-2008) .................................. 31 
Figure 13. Utilization of wastewater treatment plant capacities in Moldova...................................... 32 
Figure 14. Average revenue from water sales in EECCA .................................................................. 33 
Figure 15. Unit Operational Cost of water utilities in EECCA (2000-08) .......................................... 34 
Figure 16. Water tariffs as a percentage of operating costs in EECCA (2000-10) ............................. 35 
Figure 17. Collection rate as a percentage of billing in EECCA (2000-10) ....................................... 36 
Figure 18. The situation in rural EECCA and compared with world regions ..................................... 37 
Figure 19. Access to improved sanitation in rural EECCA and compared with world regions .......... 37 
Figure 20. Under-5 child mortality rate in EECCA ............................................................................ 38 
Figure 21. Incidence rate of Viral Hepatitis A in EECCA .................................................................. 39 
Figure 22. EBRD Transition Index, water and wastewater sector ...................................................... 43 
Figure 23. Population served by private operators ............................................................................. 50 
Figure 24. Types of contracts with private operators .......................................................................... 53 
Figure 25. Types of contracts signed with private operators, by country ........................................... 53 
Figure 26. Competitive contracts with private operators .................................................................... 54 
Figure 27. WSS networks which require urgent replacement in Russia ............................................. 62 
Figure 28. Share of household income spent on water services in selected EECCA countries .......... 64 
Figure 29. Average nominal household income ................................................................................. 65 
Figure 30. Share of expenditure on food stuffs in total household consumption expenditure ............ 66 
Figure 31. Volume and geographical distribution of ODA commitments to water in EECCA .......... 72 
Figure 32. ODA commitments and disbursements in EECCA countries for WSS ............................. 73 
Figure 33. Total investment commitments made by private operators in EECCA countries ............. 75 

 



ENV/EPOC/EAP(2011)1 

 4 

Boxes 

Box 1. The Joint Monitoring Programme (JMP) ....................................................................................... 16 
Box 2. The EAP Task Force Water Utility Performance Indicator Database ............................................ 18 
Box 3. WSS in Georgia: An example of “slipping standards" ................................................................... 22 
Box 4. Water Quality Monitoring in Tajikistan ......................................................................................... 39 
Box 5. The Almaty “Guiding Principles” – Summary Overview .............................................................. 42 
Box 6. Dealing with post-decentralization implications in Armenia ......................................................... 46 
Box 7. Rural water and sanitation sector in the Kyrgyz Republic ............................................................. 48 
Box 8. Private sector participation in Armenia - Development of an incentive framework for PSP ......... 50 
Box 9. PSP in the Russian Federation ....................................................................................................... 51 
Box 10. PSP in Kazakhstan – Examples of successes and failures ........................................................... 52 
Box 11. Early termination of a lease agreement in Ukraine ...................................................................... 55 
Box 12. Tariff increases in Armenia .......................................................................................................... 61 
Box 13. Affordability constraints and regional disparities in Russia ......................................................... 67 
Box 14. Examples of micro-affordability analysis .................................................................................... 68 
Box 15. The Russian Federation Investment Fund .................................................................................... 70 
Box 16. ODA in Georgia: An example of coordination between ODA and public spending ................... 74 

 

 



 ENV/EPOC/EAP(2011)1 

 5 

EXECUTIVE SUMMARY 

1. A decade ago, countries of Eastern Europe, the Caucasus and Central Asia (EECCA) were facing 

a dire situation regarding water supply and sanitation. From the former Soviet Union, they had inherited a 

well developed network of infrastructure
1
. However, the network was seriously deteriorating due to a lack 

of efficient operation and maintenance and external factors, such as economic and demographic changes, 

and rapidly rising energy prices. As a result, people in the region were facing a steady decline in levels and 

quality of service.  

2. In 2000, within the framework of the EAP Task Force, Environment, Economic and Finance 

Ministers of EECCA countries endorsed the “Almaty Guiding Principles for Reform of Water Supply and 

Sanitation” that distilled good international practice and proposed four major areas for action to reverse the 

deterioration of water services: (i) strategic planning; (ii) institutional frameworks, including regulatory 

reforms, the improvement of water sector‟s multi-level governance, and possible private sector 

participation; (iii) financial sustainability; and (iv) efficient and cost-effective use of resources.  

3. Progress in implementing the Almaty Guiding Principles was reviewed at a second meeting of 

Environment, Economic and Finance Ministers in Yerevan in 2005. This report builds on the earlier review 

and aims to assess the performance of the water and sanitation sector (WSS) in EECCA since the adoption 

of the Almaty Guiding Principles in 2000. It identifies key factors that affect its current state and 

performance, in particular the degree of institutional transformation and financial sustainability. Progress 

in achieving the Millennium Development Goals (MDGs) on water supply and sanitation is part of the 

discussion.  

4. Overall, there has been progress on the implementation of the Almaty Guiding Principles: 

 Strategic objectives have been established in some countries. Some gained recognition at 

governmental level; 

 A majority of EECCA countries have embarked on the reform of water-related institutions; some 

devolution of responsibilities centralisation has been occurred; independent, national regulatory 

agencies have been established; 

 Financial realism has improved in several countries. Tariffs and revenues have increased, while 

affordability is taken into account in tariff policies; 

 Efficiency is acknowledged as an objective and, in a couple of countries, there has been progress, 

including through private sector participation.  

                                                      
1
 The availability of massive public funding during the Soviet period allowed the development and maintenance of 

utilities infrastructure at a reasonably high level (comparable to that achieved by developed countries) in 

terms of the percentage of the population with access to networked water supply and sanitation services. 
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5. Nevertheless, much remains to be done. Even though inadequate provision of water and 

sanitation services can impose significant costs on the economy, strategic objectives related to water are 

not sufficiently reflected in national development strategies, and gain little support from key ministries.  

6. Reforms failed to yield expected outcomes, because they are incomplete, inconsistent or poorly 

implemented. The sector remains underfinanced and costly to operate, thus failing to attract investors' 

attention. As a consequence, improvements in water supply and sanitation services are limited to a few 

countries or regions. This poor performance comes at a high cost for public budget, the households, and the 

environment. 

7. In some respect, opportunities provided by rapid economic growth in many EECCA countries 

during the 2000s were not fully taken. In the current economic and financial crisis, the financial situation 

will be more difficult, but this could also give an impetus for reform if EECCA governments are prepared 

to think and act more strategically. This will depend on governments recognising that improved water 

services are essential for sustained economic development. 

8. A number of actions and policy measures can be undertaken now to initiate, consolidate and 

scale-up improvements in the water and sanitation sector in EECCA countries: 

 Reinforce reforms of the institutional frameworks, and address excessive fragmentation; 

 Increase financing to the sector, and optimise the mix of different sources of finance;  

 Target investments where benefits are greatest and reduce costs to a minimum; 

 Strengthen mechanisms for tariff setting that can underpin improved financial performance of 

utilities while taking account of the needs of poor and vulnerable groups and other consumers; 

 Assess whether private sector participation could improve performance and, where this is the 

case, establish an appropriate contractual and regulatory framework. 

9. Since 2000 when the Almaty Guiding Principles were adopted, the impact of climate change on 

water resources management has been recognised. The impacts of climate change on water resources are 

expected to be significant in EECCA compared to many other regions. Some countries in the region are 

already very water-scarce (such as Armenia, Tajikistan, Ukraine and Uzbekistan), as well as regions of 

otherwise “water-rich” countries (such as the South of the Russian Federation and urban areas). 

Strengthening resilience to climate change will require using water resources more efficiently and, where 

necessary, building infrastructure for storage or resource diversion. Such investments could form part of a 

“green growth” strategy designed to boost economic activity while supporting the environment and social 

welfare.  
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РЕЗЮМЕ ОТЧЕТА 

Десять лет назад страны Восточной Европы, Кавказа и Центральной Азии (ВЕКЦА) оказались 

в тяжелой ситуации с водоснабжением и водоотведением. От бывшего Советского Союза они 

унаследовали развитую сеть инфраструктуры
2
. Однако эта инфраструктура подвергалась 

серьезному износу из-за ее неэффективной эксплуатации и отсутствия надлежащего текущего 

ремонта и содержания, а также под воздействием внешних факторов, таких как экономические и 

демографические изменения, и быстро растущих цен на энергоресурсы. В результате, население 

этого региона страдает из-за постоянно сокращающегося объема услуг водоснабжения и 

водоотведения и снижения их качества.  

В 2000 г. в рамках СРГ ПДООС министры охраны окружающей среды, экономики и финансов 

стран ВЕКЦА одобрили «Алматинские руководящие принципы реформы водоснабжения и 

водоотведения», в которых, исходя из современной международной практики, предлагалось 

принять меры по прекращению ухудшения услуг водоснабжения и водоотведения по четырем 

основным направлениям. Эти направления охватили: (i) стратегическое планирование; 

(ii) институциональную основу водоснабжения и водоотведения, в частности реформы 

регулирования, улучшение многоуровневого государственного управления данным сектором и 

возможное участие в нем частного сектора; (iii) финансовую устойчивость и (iv) результативное и 

экономически целесообразное использование ресурсов.  

Ход выполнения Алматинских руководящих принципов рассматривался на второй встрече 

министров охраны окружающей среды, экономики и финансов в 2005 г. в Ереване. Настоящий 

отчет опирается, в том числе, на результаты предыдущего обзора и имеет своей целью оценить 

достижения в секторе водоснабжения и водоотведения (ВСиВО) стран ВЕКЦА за весь период после 

принятия в 2000 г. Алматинских руководящих принципов. В отчете определяются ключевые 

факторы, влияющие на его нынешнее состояние и результативность, в частности степень 

институциональных преобразований в секторе и его финансовая устойчивость. Также 

рассматривается прогресс в достижении Целей развития тысячелетия (ЦРТ) по водоснабжению и 

санитарии.  

В целом, странами ВЕКЦА достигнут определенный прогресс в выполнении Алматинских 

руководящих принципов: 

 В ряде стран поставлены стратегические цели. Некоторые из этих целей приняты на 

государственном уровне; 

                                                      
2
 Наличие государственного финансирования в больших объемах в советский период позволяло развивать и 

обслуживать инфраструктуру предприятий коммунального обслуживания на достаточно высоком 

уровне (сопоставимом с уровнем развитых стран) с точки зрения процента населения, имеющего 

доступ к услугам централизованного водоснабжения и водоотведения.  
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 Большинство стран ВЕКЦА приступили к институциональным реформам в сфере 

предоставления услуг водоснабжения и водоотведения; имеет место децентрализация 

ответственности за инфраструктуру; созданы независимые национальные регулирующие 

органы; 

 В странах повысился реализм в оценке финансовой ситуации. Имел место рост тарифов и 

доходов, в тарифной политике учитывается финансовая приемлемость услуг; 

 Эффективность является одной из признанных целей, и в двух-трех странах наблюдался 

рост эффективности, в частности благодаря участию частного сектора.  

Тем не менее, многое предстоит сделать. Хотя отсутствие надлежащих услуг водоснабжения и 

водоотведения сопряжено со значительными издержками для экономики, стратегические цели в 

отношении водоснабжения и санитарии не находят должного отражения в национальных 

стратегиях развития и слабо поддерживаются ключевыми министерствами.   

Реформы не дали ожидаемых результатов в силу их половинчатости, непоследовательности и 

неэффективного проведения. Сектор по-прежнему недофинансируется, и его эксплуатация связана 

с высокими затратами, что отпугивает инвесторов. Как следствие, услуги водоснабжения и 

водоотведения улучшились в немногих странах и их регионах. Отсутствие реального прогресса 

дорого обходится государственному бюджету, а также домашним хозяйствам и окружающей среде.  

В некотором смысле возможности, связанные с высокими темпами экономического роста в 

2000-е гг. во многих странах ВЕКЦА, не были полностью использованы. В условиях нынешнего 

финансово-экономического кризиса финансовая ситуация будет более трудной, но она может 

послужить и толчком к реформам, если правительства стран ВЕКЦА будут готовы мыслить и 

действовать более стратегически. Это будет зависеть от признания на государственном уровне того, 

что улучшение услуг ВСиВО весьма важно для устойчивого экономического развития.  

Пока можно предпринять ряд действий и стратегических мер по дальнейшему инициированию, 

закреплению и тиражированию улучшений в секторе водоснабжения и водоотведения стран 

ВЕКЦА: 

 закрепление реформ институциональной структуры и преодоление чрезмерной 

раздробленности ответственности за инфраструктуру сектора; 

 увеличение объемов финансирования сектора и оптимизация набора разных источников 

финансирования; 

 осуществление целевых инвестиций с максимально положительным эффектом и 

минимальными затратами; 

 усиление механизмов установления тарифов, улучшающих финансовые результаты 

предприятий ВСиВО с учетом потребностей малоимущих и социально незащищенных 

слоев населения и других потребителей; 

 оценка того, повысит ли результативность сектора участие в нем частного сектора и, если 

это так, создание соответствующей договорной и нормативной базы.  
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После принятия в 2000 г. Алматинских руководящих принципов получило более широкое 

признание воздействие изменения климата на управление водными ресурсами. Ожидается, что это 

воздействие на водные ресурсы в странах ВЕКЦА будет значительным по сравнению со многими 

другими регионами. Некоторые страны ВЕКЦА уже испытывают острый дефицит водных ресурсов 

(например, Армения, Таджикистан, Украина и Узбекистан), дефицит водных ресурсов наблюдается 

и внутри стран, которые в целом относятся к категории «богатых водными ресурсами» (например, 

на юге Российской Федерации и в городах). Для того, чтобы усилить сопротивляемость изменению 

климата, необходимо эффективнее использовать водные ресурсы и, при необходимости, создавать 

инфраструктуру для их хранения и перераспределения. Такие капиталовложения могут стать 

частью стратегии «экологически ориентированного» экономического роста, направленной на 

стимулирование хозяйственной деятельности с обеспечением при этом благополучия окружающей 

среды и общественного благосостояния.  
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INTRODUCTION 

Report objectives and target audience 

10. The objectives of this report are to evaluate the performance of the water and sanitation sector 

(WSS) in EECCA countries (Eastern Europe, Caucasus and Central Asia) over the last ten years and to 

identify potential driving factors for that performance.
3
 In particular, the report reviews the reforms that 

took place over the last ten years as well as the financing that has been allocated to the sector. Based on 

this evaluation, the report draws policy recommendations to help countries stem the overall decline in WSS 

performance in the region, build on existing successes and tackle new challenges, such as rising energy 

costs and public budget cuts, in a context of global economic crisis and climate change. Finally, the report 

highlights the difficulties and potential pitfalls of assessing performance based solely on coverage 

indicators. As such, it can make an important contribution to the ongoing debate on tracking sector 

performance beyond the MDGs, i.e. beyond 2015. 

11. The report is primarily aimed at Ministries of Environment and Economy in EECCA countries, 

so as to provide them with a comparative analysis of their performance and help them identify areas for 

improvement. It can also be useful to donors active in the region, in order to help shape their assistance 

policies and interventions. For both audiences, the report highlights potential tools and approaches 

developed by the EAP Task Force (in cooperation with other actors), such as the Strategic Financial 

Planning tools (including the FEASIBLE financial model) or the National Policy Dialogues.  

Report background  

12. At a meeting in Almaty in October 2000, EECCA Ministers of Environment, Finance, and 

Economy, Ministers and senior representatives from several OECD countries, as well as senior officials 

from international financial institutions, international organisations, non-governmental organisations, and 

the private sector, recognised the critical condition of the urban water supply and sanitation sector in 

EECCA countries. They also agreed on the need for reforms, so as to prevent the deterioration of the 

existing infrastructure and expand service coverage, in line with the Millennium Development Goals.  

13. The “Guiding Principles for the Reform of the Urban Water Supply and Sanitation Sector in the 

NIS” were adopted at the Almaty conference (as a result, they are sometimes referred to as the “Almaty 

Principles”). Although they are not binding, these Principles identified key elements of urban water sector 

reform, including: (i) establishing strategic objectives for the reforms; (ii) reforming institutions and 

clarifying the roles of the national authorities, local governments, vodokanals, and the public at large; 

(iii) establishing a framework for financial sustainability of the sector and promoting efficiency and cost-

effective use of resources.  

14. Participants requested the EAP Task Force to develop a focussed programme of work to facilitate 

the implementation of the Guiding Principles, and asked for regular reporting to assess progress in their 

implementation. Successive progress reports were presented at a Ministerial meeting in Yerevan, Armenia 

                                                      
3
 Countries reviewed in this report include Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyzstan, 

Moldova, Russia, Tajikistan, Turkmenistan, Ukraine and Uzbekistan.  
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in 2005 and at the Environment for Europe conference that took place in Belgrade in 2007.
4
 These 

assessments highlighted a deterioration in performance and concluded that the Guiding Principles should 

remain as an important reference to guide reforms for years to come.  

Report structure  

15. The report has five chapters, as follows:  

 Chapter 1 sets the stage for the rest of the report, giving some background on the contrasted 

situations in the twelve EECCA countries under review, from the point of view of relative 

size, access to water resources, socio and macro-economic performance and ability to 

implement political reforms;  

 Chapter 2 examines the performance of WSS in EECCA countries over the last decade, both 

in technical and financial terms. The impact on the broader economy of inadequate services is 

then assessed in terms of health and environmental impacts, although no comprehensive 

estimates are available;  

 Chapter 3 reviews the main reforms that have been implemented in the last decade and 

assesses the extent to which the Guiding Principles for reform, adopted at the Almaty 

Ministerial conference in 2000, have been put into practice; 

 Chapter 4 looks at how WSS have been financed over the last decade and, looking forward, 

where funding for improving performance might come from;  

 Chapter 5 draws out the main conclusions and policy recommendations from the analysis.  

16. In addition, the report‟s Annex provides a brief overview of key contextual data and water and 

sanitation sector performance for each of the countries under review.  

                                                      
4
 See OECD/EAP Task Force (2007), Financing Water Supply and Sanitation in EECCA Countries and Progress in 

Achieving the Water-related Millennium Development Goals (MDGs), OECD, Paris. 
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CHAPTER 1 - REGIONAL CONTEXT 

 

The twelve countries of EECCA are held together by a shared history, as they all emerged following 
the collapse of the Soviet Union in 1991. However, EECCA countries face very different contexts, in 
terms of size, access to water resources, macro-economic performance and social conditions. 

 

17. This Chapter provides some elements of background in order to be able to place findings on the 

scope and impact of water sector reforms into their relevant contexts. Key facts about these countries are 

summarised in Table 1 below. Additional information on each of these countries is provided in Annex. 

Access to water resources 

18. The distribution of water resources in the EECCA region is very uneven. In terms of renewable 

water resources (RWR), three groups of countries can be distinguished: 

 At the lower end of the spectrum, RWR per inhabitant were under 3,000 m
3
/year in 2007: this 

was the case in Armenia, Tajikistan, Ukraine and Uzbekistan. 

 Azerbaijan, Belarus, Kazakhstan, the Kyrgyz Republic, Moldova and Turkmenistan have 

medium water resource availability, with RWRs ranging from 3,040 m
3
/year (Moldova) to 7,158 

m
3
/year (Kazakhstan). 

 Russia and Georgia are overall water-resource rich, as they have more than 10,000 m
3
/year per 

inhabitant. 

19. However, these figures can hide deep regional disparities: in the more densely populated western 

part of the Russian Federation, for example, the annual renewable surface water resources (RSWR) are 

estimated at approximately 2,000 m3 per inhabitant, while in the Siberian and Far East regions, the figure 

can reach 190,000 m3 per inhabitant. Despite the abundance of water in Russia, a number of cities and 

towns suffer from a shortage of drinking water. Overall, approximately 10% of the drinking water demand 

remains unmet in the Russian Federation. In the southern part of the country, the water deficit can reach 

30% as a result of a chronic shortage of available water resources (DANCEE/COWI, 2005). 

20. The interdependence between EECCA countries for water resources management is high, as 

more than 50% of the EECCA countries are made up of transboundary river basins (Haener, 2010). Some 

basins are shared by three or four countries, like the Amu Darya, which provides water to the Kyrgyz 

Republic, Tajikistan, Uzbekistan and Turkmenistan. 
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Table 1. Overall indicators in EECCA countries, 2000-08 

Country 
Pop. 
Total 

(2008) 

Urban Pop. 
(2008) 

Total renewable 
water resources per 

capita 
(m

3
/inhab/yr) 

Total GDP 
in PPP 
terms 

 

Real 
GDP 

average 
annual 
growth 

rate 
(2000-08) 

GNI per Capita in PPP 
terms 

(Current International 
Dollar) 

 

 millions 

% 
annual 
growth 
(2000-

08) 

% 

% 
annual 
growth 
(2000-

08) 

2002 2007 
2008 
(USD 

billions) 
% 2000 2008 2009 

Armenia 3 (0.1) 64 (0.3) 2,547 2,581 18.786 11.2 2,090 6,360 5,410 

Azerbaijan 8.7 0.9 52 1 4,214 4,125 77.649 16.4 2,090 7,830 9,020 

Belarus 9.7 (0.4) 73 0.2 5,229 5,954 119.488 8 5,210 12,550 12,740 

Georgia 4.3 (1.2) 53 (1.3) 13,727 14,286 21.504 6.9 2,260 4,860 4,700 

Kazakhstan 15.5 0.5 58 0.9 7,340 7,158 178.059 9.3 4,460 9,750 10,320 

Kyrgyz 
Republic 

5.4 0.9 36 1.1 4,069 3,914 11.705 4.6 1,250 2,180 2,200 

Moldova 3.6 (1.5) 42 (2.3) 2,889 3,040 10.731 5.8 1,490 3,320 3,100 

Russian 
Federation 

141.4 (0.3) 73 (0.4) 30,838 31,471 2,276.763 6.9 6,650 19,770 18,350 

Tajikistan 6.8 1.3 26 1.1 2,529 2,407 13.078 8.6 850 1,900 1,950 

Turkmenistan 4.8 1.4 46 2.1 5,339 5,045 30.370 15 1,930 6,270 6,980 

Ukraine 45.9 (0.8) 68 (0.6) 2,906 2,997 337.692 6.8 3,180 7,270 6,180 

Uzbekistan 27.1 1.3 37 1 1,981 1,868 71.842 6.3 1,420 2,650 2,910 

Total/average 
EECCA 

276.2 0.6 64 0.6 17,707 18,047 1,247.149 7.5 4,728 13,210 12,402 

Note: Average figures for EECCA are weighted by population size.  

Source:  World Bank, World Development Indicators, 18 February 2011 (for population, GDP, GNI); FAO Water; EBRD, EBRD 
Transition Reports 2005 and 2010, Transparency International, Corruption Perception Index, 18 February 2011. 

Population 

21. As shown on Table 1, there is a wide diversity of situations between countries in terms of 

population size. As an example, the Russian Federation‟s population is 50 times bigger than that of 

Armenia and more than 50% of the total EECCA population lives in the Russian Federation.  

22. On average, there are more urban dwellers than rural ones (with 64% being the EECCA average 

for the percentage of urban population). However, the distribution of the population between urban and 

rural areas is also extremely varied: for example, only one in four Tajik lives in an urban area, compared to 

three quarters of Belarusians.  
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Macro-economic and social conditions  

23. Variations in population size are also reflected in terms of the relative size of the economies, 

compounded by the fact that the countries have very different natural resource endowments and economies 

in terms of level of development. The EECCA countries can be divided into four broad groups
5
: 

 A first group includes countries with relatively high incomes per capita (i.e. the average GNI per 

capita is higher than 10,000 current international dollars in PPP terms). This group includes 

Belarus, Kazakhstan and the Russian Federation; 

 A second group includes countries with GNI per capita ranging from 5,000 to 10,000 dollar: this 

includes Armenia, Azerbaijan, Ukraine and Turkmenistan; 

 A third group includes countries with GNI per capita comprised between 2,500 and 5,000 dollars. 

This group includes Georgia, Moldova and Uzbekistan;  

 Finally, the poorest EECCA countries (Kyrgyz Republic, Tajikistan) have a GNI below 2,500 

current international dollar per capita. This is still substantially higher than most low-income 

countries in other regions, which reached an average of 500 current international dollars in 2009 

but below the average for middle income countries, which stood at USD 3,400.  

24. In addition, in-country variations are also significant, typically with rural areas being much 

poorer than the rest of the country. For instance, 50.8% of the rural population of the Kyrgyz Republic are 

below the poverty line, compared to 29.8% of the urban population (World Bank Development Indicators).  

Macroeconomic trends in EECCA since 1990 

25. Economic performance has been contrasted over the past decade. The economic decline that 

affected the region starting in 1990 was such that the region as a whole did not recover to the 1990 level of 

real output until 2004. Between 2000 and 2008, EECCA countries generally enjoyed stable economic 

growth, with most spectacular results being achieved in Azerbaijan, where the economy grew at an average 

rate of 16.4%, followed by Turkmenistan with an average rate of 15%. The Kyrgyz Republic exhibited the 

lowest growth rate in this period, with an average rate of about 4.6%, whereas the real GDP annual growth 

rate was 7.5% for the region as a whole.  

26. On the whole, EECCA countries were hit badly by the global economic and financial crisis which 

started in the middle of 2008, with the subprime crisis in the United States followed by the bankruptcy of a 

number of leading financing institutions. Average GDP growth in the East European and Caucasus group 

of countries went from 8.3% in 2008 to -8.0% in 2009. In Russia, the GNI per capita decreased from 

19,770 dollars to 18,350 between 2008 and 2009.The downturn in 2009 resulted in this group of countries 

suffering the most severe economic decline in the world (by contrast, global GDP fell in 2009 by an 

estimated -0.8%). The Central Asian countries were less exposed to the global financial and economic 

turmoil, possibly because of a lower degree of integration in the global economy.  

27. Today, the objective of many countries in the region is to avoid another “lost decade”. Analyses 

by the World Bank suggest that many EECCA countries will recover to the 2008 level of output only by 

2013, losing half a decade of growth. 

                                                      
5
 This classification draws on the World Bank classification of income, which classifies countries based on GNI per 

capita calculated based on the Atlas method. For 2009, the bounds used by the World Bank were as follows 

low income countries have a GNI per capita below USD 995, lower middle income have a GNI per capita 

between USD 996 and 3,495; upper middle income have a GNI per capita between USD 3,496 and 12,195 

and high income above USD 12,196.  
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CHAPTER 2 - WHAT HAS BEEN ACHIEVED: TRENDS IN WSS PERFORMANCE 

 
KEY MESSAGES 

Progress with improving the sustainability of water and sanitation services in EECCA has 
been contrasted. Overall, WSS performance has tended to continue to decline, although there are 
substantial differences from one country to the next or within a particular country (especially between rural 
and urban areas and small cities versus large cities).  Countries’ performance at improving service quality 
(or stemming further deterioration) has not been clearly linked to their macro-economic performance, as 
some countries that have registered strong growth during the decade have not been able to stem the decline 
of their water and sanitation sectors.  

Although a large proportion of the urban population is connected to networked supplies 
(especially when compared with countries at similar income levels) largely due to historical factors, the 
quality of the services that they receive is often inadequate and has, in some cases, been 
declining. In such cases, lack of maintenance means that further deterioration is likely, unless significant 
efforts are carried out.  

The financial performance of water utilities remains a source of concern, as in most 
countries, utilities are barely recovering more than half of their operational costs from user charges. 
Although there have been some significant improvements in terms of revenues (due to a combination of 
higher tariffs and improved bill collection), tariffs have remained low (below USD 0.2/m3 in six out of 12 
countries in the region) and cost recovery has not significantly improved as costs have also increased.  

Sanitation is the biggest challenge in the region. Data gathered by the OECD and other 
organizations (including the World Bank) suggest a worrying situation. Access to sanitation in urban areas 
is comparatively high, but the situation at regional level is not improving. Even where wastewater 
collection exists, wastewater is not treated as most treatment plants are not functioning. Incoming 
wastewater is primarily discharged, without treatment and disinfection, directly into the water bodies.   

Service deterioration has been particularly felt in rural areas. About 20% of the rural 
population in EECCA does not have improved access to safe drinking water. Progress is slow and the sector 
is seriously under-financed, as rural areas are receiving comparatively less attention than large towns. 

Inadequate water and sanitation services generate substantial costs for the economy as a 
whole. Water-borne diseases are significantly more prevalent than in OECD countries, which results in 
comparatively high child mortality rates. Given that municipal wastewaters are discharged without 
treatment into surface waters, this results in high levels of surface water pollution and associated 
environmental impacts, such as eutrophication. 

 

28. This chapter evaluates key trends in the performance of water supply and sanitation sector in 

EECCA, from a technical and financial perspective. A separate sub-section deals with the specific 

challenges in rural areas, given that coverage rates tend to be much lower, with self-provision being an 

important form of supply as opposed to network supplies. Finally, the last two sub-sections examine the 

impact of inadequate services on the rest of the economy, including impacts on health and the 

environment. 
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Initial condition of the water supply and sanitation sectors  

29. The availability of massive public funding during the Soviet period allowed the development and 

maintenance of utilities infrastructure at a reasonably high level (comparable to that achieved by developed 

countries) in terms of the percentage of the population with access to networked water supply and 

sanitation services. The infrastructure built during the Soviet era was relatively reliable albeit capital 

intensive. This can be explained by the fact that, at the time, the benchmark water consumption 

(consumption norms) and the planning standards (including the spare capacity in the event that water 

consumption grows in the long-term) were set at an excessively high level (frugal water consumption was 

not encouraged at that time). Public financing of capital expenditures was provided, thereby keeping 

household utility bills down.  

30. The breakdown of the Soviet Union triggered numerous changes in EECCA countries. In 

the 1990s, water supply and sanitation providers were often used by the State to provide social assistance 

to the population. In most countries, utility payments were not sufficient even to cover operational costs. 

Operating costs were largely financed through higher tariffs for industrial consumers (in the form of cross 

subsidies). Overall difficult economic conditions generated huge financial gaps, as allocated public funds 

were insufficient to adequately maintain, let alone develop, water supply and sanitation networks. This 

resulted in sharply deteriorated performance of water supply and sanitation services and increases in 

breakdown rates of occasionally maintained and renovated facilities. In many places, it was not possible to 

maintain access to water supply services, whilst some wastewater treatment facilities stopped operating.  

Defining relevant performance indicators in the EECCA region  

31. Water and sanitation services performance can be tracked in a number of ways. At the 

international level, considerable emphasis is placed on tracking progress based on coverage targets. These 

are usually defined as per the Millennium Development Goals, which aim to reduce by half the number of 

people without access to improved water and sanitation between 1990 and 2015. The Joint Monitoring 

Program (JMP), managed jointly by UNICEF and WHO, is in charge of monitoring achievement of these 

targets at the global level (see Box 1 below for more details). 

Box 1. The Joint Monitoring Programme (JMP) 

MDG Target 7c calls on countries to halve, by 2015, the proportion of people without sustainable access to safe 
drinking-water and basic sanitation. In order to estimate access to basic sanitation and to safe water JMP is required to 
use two Millennium Development Goals (MDG) indicators, including  a) proportion of population using an improved 
sanitation facility; and b) proportion of population using an improved drinking-water source. An improved sanitation 
facility is defined as one that hygienically separates human excreta from human contact. An improved drinking-water 
source is one that by the nature of its construction adequately protects the source from outside contamination, in 
particular with faecal matter.  

At country level, differences may be observed in the figures on the use of drinking-water sources and sanitation 
facilities presented by different agencies. Often there are also differences between national estimates and those at the 
MDG level. At the origin of these discrepancies lies the issue of institutional fragmentation. Responsibilities for rural 
drinking-water and sanitation may be with different national bodies, who may each apply their own monitoring 
definitions, methods and procedures. The same is true, often at the municipal level, for urban drinking-water and 
sanitation. 

The 1990 baseline was estimated for the first JMP report using the data available at that time. However, as the 
monitoring exercise has continued to gather momentum, an increasing number of new data sources become available 
each year. From a methodological standpoint, JMP takes the view that the estimates in each successive report should 
be as accurate as possible. This means using all the available data – not only estimating access for the most recent 
year, but also recalculating the estimates for earlier years if more data have come to light. Consequently, these new 
estimates may affect the baseline values, the trends, and the projections for 2015, the target year. 

Source: WHO/UNICEF Joint Monitoring Programme for Water Supply and Sanitation (2010) 
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32. Tracking performance against the MDG targets in the EECCA region generates a number of 

difficulties, however, and as a result, does not allow providing an accurate measurement of progress (or 

lack thereof) in terms of service delivery:  

 Water coverage with piped connections is usually high in the region, thanks to extensive 

infrastructure investments carried out during Soviet times, including in water and sanitation. 

Having a household tap does not guarantee sustainable access to an improved service, however. 

Much of the Soviet infrastructure is oversized and costly to operate. As a result, this 

infrastructure has been insufficiently maintained over the years, leading to service deterioration. 

This manifests itself through high levels of non-revenue water in most EECCA countries, which 

considerably exceed the international benchmarks for water losses. Whereas in most developing 

countries, improving access to safe water and basic sanitation may call for building new 

infrastructure, a critical priority in EECCA countries therefore consists of maintaining, 

renovating and in some cases, down-sizing infrastructure (when over-sized assets are expensive 

to operate). 

 Using 1990 as the base year is particularly inopportune in EECCA countries. In 1990, the 

region was entering a period of political turmoil which led to numerous governance changes in 

the region and severe drops in industrial outputs. Sharp reductions in public spending and in 

households‟ revenues led to a drop in financing allocated to WSS around that time. Therefore, 

taking 1990 as a reference year for the water related MDGs amplifies the size of the challenge.  

 Statistical data needed to calculate the MDG indicators for 1990 is absent in many EECCA 

countries or is unreliable. In many countries, pre-1990 data were either unavailable or were 

“official data” which painted an over-optimistic picture of the situation, mostly for political 

reasons. As a result, part of the drop in performance may be explained by a switch from “official” 

to actual data. Although it is usually difficult to identify when such an adjustment might have 

taken place, data available for the second half of the decade tends to be more reliable.  

33. Given the limitations of using coverage as the main performance indicator in EECCA countries, 

it is essential to examine a broader range of performance indicators, which may vary for each of the sub-

sectors (i.e. urban water, urban sanitation, rural water and rural sanitation). As a result, data considered in 

this report to track performance comes from different sources, including the UN Joint Monitoring 

Programme, the World Bank IBNET database and the EAP Task Force Water Utility Performance 

Indicator Database (see Box 2 below).  
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Box 2. The EAP Task Force Water Utility Performance Indicator Database 

The data presented below has been collected in the framework of several projects aimed at promoting the use of 
performance benchmarking in EECCA water utilities. The indicator methodology that has been used was developed by 
the World Bank.  

The data set is based on input from water utilities in nine EECCA countries (Armenia, Azerbaijan, Georgia, 
Moldova, Russian Federation, Ukraine, Tajikistan, Kazakhstan, and the Kyrgyz Republic). The data was collected by 
the World Bank and the EAP Task Force, through special surveys conducted in the region on the basis of self-
reporting by the utilities. In many of the smaller EECCA countries (such as Armenia, the Kyrgyz Republic, Georgia and 
Moldova), the survey was nearly comprehensive, covering all major utilities. For Ukraine, Tajikistan and Kazakhstan 
the data was collected from the largest utilities only.  

The data-set for Russia has been significantly expanded compared to previous updates of the data-base, and is 
now based on the data compiled by the national statistical office (statistical reporting is mandatory for all Russian 
Water utilities). This allows portraying a more comprehensive picture of recent developments in the country.  

The database contains 32 indicators, including technical (e.g. service coverage rates, non-revenue water, pipe 
breaks, and continuity of service), and financial indicators (e.g. bill collection period, collection ratio, unit operational 
cost, and average water revenue per m3 of water sold). 

Information that feeds into the database can be accessed on the website of the international benchmarking 
network for water and sanitation (IBNET; see The International Benchmarking Network for Water and Sanitation 
Utilities (IBNET), http://www.ib-net.org/. 

 

34. Table 2 below provides a summary of key performance indicators for water and sanitation 

services in the EECCA region based on the results of such database.  

Urban water sub-sector: key technical performance indicators  

35. Key technical performance indicators suggest that the overall status of the urban water sub-sector 

in EECCA stagnated over the 2004-2008 period.
6
  

36. Even though several EECCA countries enjoyed substantial economic growth during the decade, 

WSS service performance has not been correlated with economic performance in a number of countries. 

For example, in Azerbaijan, where GDP growth has been spectacular (16.4% annual average growth 

between 2000 and 2008), the service has not significantly improved over the decade. In Georgia, despite an 

important average annual GDP growth (6.9%), continuity of service dramatically decreased (from 18 

hours/day in average in 2000 to 11 hours/day in 2008). In Ukraine, which had similar GDP growth as 

Georgia over the decade, the share of the urban population with access to piped water decreased from 94% 

in 2004 to 80% in 2007. Overall, service performance has deteriorated in a number of countries, largely 

due to the lack of maintenance and asset deterioration.  

  

                                                      
6
 This is the period for which data is available in the IBNET database and can be tracked in a reliable manner. 
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Table 2. Key figures relative to WSS sector performance in EECCA countries (2000-08) 

Country 

Improved water 
source 

(% of pop. with 
access) 
(2008) 

Connected to 
centralised 

water supply (% 
of population) 

(2008)
7
 

Improved 
Sanitation 

facilities, (% of 
population with 

access) 
(2008) 

Connected to 
centralised sewer 
(% of population) 

(2008)
 8
 

Average Daily 
water supply, 

urban 
(2008) 

Non-revenue 
water 
(2008) 

 
Collection 

rate 
(2008) 

 
 

Mortality 
Rate, children 

under 5 
(2008)

9
 

 Urban Rural Urban Rural Urban Rural Urban Rural 
Number of 

hours 
% % 

 
per 1000 live 

births 

Armenia 98 93 97 53 95 80 60 15 8 84 87 23 

Azerbaijan 88 71 85 25 51 39 45 5 7 47 72 36 

Belarus 100 99 97 48 91 97 97 32 24 18 87 13 

Georgia 100 96 96 67 96 93 93 29 4-24 43 114 30 

Kazakhstan 99 90 78 35 97 98 84 10 18 - - 30 

Kyrgyz Republic 99 85 82 58 94 93 68 28 16 - - 38 

Moldova 96 85 56 85 74 - - 23 42 99 17 

Russian Federation 98 89 89 46 93 70 87 35 24 20 85 11 

Tajikistan 94 61 93 49 95 94 20 5 18-24 - - 64 

Turkmenistan 97 - 85 42 99 97 62 2 18 - - 48 

Ukraine 98 97 99 - 97 90 67 16-24 - - 15 

Uzbekistan 98 81 90 71 100 100 85 40 18 - - 38 

EECCA average 98 90 90 49 93 80 80 37 21   19 

Source:  World Bank, World Development Indicators, February 2011; WHO and UNICEF, 2010 update, Progress on sanitation and drinking water (for mortality rate); IBNET (for non-
revenue water and collection rate), March 2011. The EECA average is a weighted average based on the number of inhabitants in each country. Non-revenue water and collection rates 
have not been averaged for lack of data in a great number of countries.  

                                                      
7
 Interstate statistical Committee of the Commonwealth of Independent State: http://www.cisstat.com/2base/frame01.htm  

8
 Interstate statistical Committee of the Commonwealth of Independent States: http://www.cisstat.com/2base/frame01.htm  

9 
It should be noted that water is only one of factors having an impact on infant mortality rate. Other factors such as the quality of the health care system and of 

food supplies play an equally important role. There is therefore not necessarily a direct link between the level of access to an improved water source and this 

health indicator. 

http://www.cisstat.com/2base/frame01.htm
http://www.cisstat.com/2base/frame01.htm
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Access to improved water supply in urban areas is comparatively high and stable 

37. According to the JMP, access to improved drinking water sources has remained high in urban 

areas, although it has not increased over the decade, as shown on Figure 1 below. 

Figure 1.  Improved drinking water coverage in urban areas 

EECCA vs. other regions (1990-2008) 

 

Source: JMP database, 2010 

38. Progress in access to improved water source has been patchy. Whereas Georgia accomplished 

substantial progress and was able to reach full coverage over the decade (starting from a comparatively low 

level in 1990), other countries, including Moldova and Ukraine, have seen a decline in improved drinking 

water coverage during the period.  

39. Progress in access to WSS since 2004 did not correlate strongly with overall economic 

performance. Eight out of twelve countries have improved access between 2004 and 2008. Amongst those, 

Armenia performed particularly well, but so did countries with less solid economic growth such as 

Georgia, Kazakhstan and Kyrgyzstan. The situation improved marginally in some countries (including 

Azerbaijan, although urban coverage there is at only 88%, i.e. the lowest in the region and lower than 

developing world average). It remained stable in two (the Russian Federation and Turkmenistan), and 

deteriorated in Moldova and Ukraine.  

40. Access to piped water supplies in urban areas is also high in the region, especially when 

compared to other countries with similar levels of development. In a few cases, such as Armenia, Georgia 

or Russia, water coverage has improved markedly since 2000. However, it has stagnated or even declined 

for at least eight out of 12 countries in the region. Countries with the lowest connection rate to piped water 

sources include Central Asian and Caucasus states: in Kazakhstan, Kyrgyzstan and Uzbekistan, access has 

marginally declined over the period. 
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Figure 2.  Coverage of urban population in EECCA with piped water supply  

 

Source: EAP Task Force Water Utility Performance Indicator Database 

41. One key concern is that “having access” does not necessarily mean regular supplies of an 

adequate quality, however. Although low-income countries in the region report relatively high level of 

access to water services (especially when compared with countries with similar levels of income), high 

rates of access reflect the presence of infrastructure (put into operation in the Soviet times and not 

maintained properly since then), but in some countries, the infrastructure is in such a serious state of 

disrepair that, for many urban dwellers, having a water tap does not mean having sustainable access to safe 

drinking water. 

42. Even though the United Nations JMP concludes that the EECCA region is essentially on track to 

meet the internationally agreed MDG target for drinking water, it is important to stress that UN data only 

measures access to an “improved” water source (i.e. available at the turn of the tap in home, from a 

standpipe, from a protected well, etc. It does not take into account the quality of the service and safety of 

the water that comes out of the tap or well. It does not monitor appropriate maintenance of the system 

either, and there is no guarantee that water supplied today will remain safe in the future.  

43. In some cases, although “access to improved water supplies” has been maintained, customers 

have been faced with a sharp deterioration in service quality. For example, if they previously had access to 

water through a tap at home and now have to rely on a communal standpipe, they would still be considered 

as having access to “improved water” although the convenience of the service (and therefore customers‟ 

ability to maintain hygienic practices) has obviously dropped. Box 3 below gives an example of such 

“slipping standards”, with a deterioration of drinking water quality linked to a worsening wastewater 

situation in Georgia. 
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Box 3. WSS in Georgia: An example of “slipping standards" 

Most of the settlements in Georgia receive water with interruptions. There is no accurate registration of water 
produced and consumed. The situation is worsened by a lack of laboratory water control, which means that supplied 
water rarely complies with national standards and sanitary and epidemiological requirements. 

The more alarming problems exist in collection and treatment of domestic sewage and industrial wastewater. The 
energy crisis which ensued from the dissolution of the Soviet Union, and subsequent significant increases in electricity 
tariffs, generated a lack of financing which has negatively influenced almost all wastewater treatment facilities in the 
country. The technological processes were interrupted, the microorganisms used for biological treatment were lost, 
pipes and conduits were clogged up. Therefore most of wastewater treatment facilities have become disabled, and the 
wastewater is discharged untreated into the open water bodies and therefore ultimately causes contamination of rivers 
and basins of the Black and the Caspian seas. Such contamination of water resources is the main reason for mass 
intestinal and infection diseases in Georgia. 

This situation exemplifies the fact that having access to an “improved water source” according to the MDG 
definition does not always mean having access to safe water, and can even hide a service deterioration. 

Source: OECD (2005c) 

Water consumption remains high compared to international standards 

44. Water consumption can be a useful indicator about the operational performance of the 

infrastructure and its environmental consequences. Per capita consumption remains high in EECCA, 

although the consumption rates declined in most countries over the past few years. These high 

consumption levels reflect low metering rates in these countries, and utilities‟ practice of recovering costs 

through high consumption norms. Indeed, in the countries where household payments for water are based 

on consumption norms, utilities have a tendency to increase the norms for domestic water consumption, to 

compensate further degradation of the infrastructure and water losses. This practice can result in a 

complete degradation of installations and transportation networks (both water and wastewater). Moreover, 

it makes the sector financially dependent on budget allocations, which compensate for the difference 

between the approved household tariff and operational cost. 

45. There is ample room for improvements in terms of reducing water consumption, especially in 

countries with very high consumption levels such as Georgia, Russia or Tajikistan. In Western Europe, 

water consumption stands at 110-140 litres per capita per day. Such results were achieved due to the 

application of various measures to manage the demand for water, disseminate water saving technologies 

and reduce water losses. Introducing water saving measures can reduce the sector dependence on budget 

financing. It can make it commercially attractive for private operators and investors, and improve service 

quality. It is a condition for improved environmental performance and a sustainable development. 
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Figure 3.  Water Consumption in EECCA 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

46. Overall, metering rates are relatively low in the region. Some EECCA countries introduced large-

scale metering programmes for households, but the experience was controversial in some cases.  Moldova 

has been among the first to use water meters. Nationwide installation of water meters led to significant 

reduction in user charges revenue because of differences between housing water consumption norms and 

the volume of water actually consumed based on meter readings. This generated a difficult financial 

situation for WSS utilities. Besides, cross-subsidizing of domestic water tariffs at the expense of 

commercial and industrial users prompted many of them to drill their own boreholes instead of using water 

supply services. This again reduced revenues from user charges for water utilities. 

47. Armenia has taken drastic actions to increase water metering. To that end, a water use metering 

strategy was designed and implemented. This helped reduce water consumption, water leaks, production 

costs, and increase collection rate. In Yerevan, Armenia, a metering programme reached more than 80 per 

cent of connections. This has significantly driven down consumption, which is now in line with Western 

Europe averages, as well as production. Yet the problem of how to meter water use in multifamily houses 

/apartment blocks persists. While attention focused on metering domestic (indoor) water use, unaccounted-

for water related to water supplies to apartment blocks has grown and generated significant losses for 

utilities. 

48. In Azerbaijan, a state-funded programme for meter installation has been implemented since 2006. 

The plan has been delayed: although installation was expected to be completed by 2007 in Baku and 2008 

nationwide, only 35.5% of users were metered as of mid-2009. 
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Figure 4.  Share of metered connections in EECCA (2003-2008) 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

Non-revenue water (NRW)
 10

 in EECCA water supply networks considerably exceeds the international 

benchmarks for water losses 

49. The lack of maintenance and reconstruction of outdated water distribution networks in the region 

results in high water losses in networks: non-revenue water (NRW) can reach about 50 to 60% of the total 

volume of water delivered to the network, which is 4 to 5 times higher than best practices in adequately 

operated utilities in the Western Europe. Another factor contributing to high non-revenue water is poor-

quality meters.  

50. Relatively low reported levels of losses in Russia, Belarus and Kazakhstan partly derive from the 

fact that water is charged based on consumption norms which means that estimating actual losses is not 

easily doable. By contrast, in countries where metering has been promoted and increased over the years, 

such as in Armenia and Ukraine, reported losses have increased significantly over the period. For example, 

very high reported losses in Armenia reflect the increased monitoring of infrastructure and diffusion of 

metering, as water utilities are now unable to bill water that is lost in the network. 

                                                      
10 Non-revenue water (NRW) is defined as the difference between water supplied and water sold expressed as a 

percentage of net water supplied; as volume of water “lost” per km of water distribution network per day; and 

volume of water “lost” per water connection per day. 
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Figure 5.  Non-revenue Water in EECCA (2000-08) 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

51. Measuring water losses per kilometre of network is a reliable indicator of the quality of the 

infrastructure. The figure below shows how performance in Moldova varies across different categories of 

settlements. Expressing the results in this form stresses the importance of reducing losses for the larger 

cities. By comparison, the average of the 20 water companies in the UK loose 7m3/km/d, ten times less 

than in Chisinau. 

Figure 6.  Water losses in Moldova by size of settlements 
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Source: OECD/EAP Task Force (2008b) 
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Continuity of service has improved but remains well below international standards in most countries 

52. In the region, in urban areas, only four countries (including Russia, Kazakhstan, the Kyrgyz 

Republic and Moldova) had services for 24 hours per day or close to this figure. There have been some 

improvements in recent years, such as in Ukraine, Moldova or Armenia (which started from very low 

levels), but performance has sharply deteriorated in Georgia. 

Figure 7.  Continuity of service in EECCA 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

53. Service interruptions can result in network contamination by micro-biological and other polluting 

infiltrations. They impinge on the quality of the water supplied, and increase the wear of the infrastructure. 

This, coupled with persistently high levels of pipe-breaks throughout the region, allows for cross-

contamination between water supply and sanitation pipes, with significant consequences for public health 

(as discussed in a later sub-section).  

54. As shown on Figure 9, the frequency of pipe breaks and sewerage clogs is increasing in many 

EECCA countries (after an initial drop between 2002 and 2003).  This suggests that the slight improvement 

in continuity of supply is not linked to improved infrastructure, but rather to the fact that utilities are under 

less financial pressure to interrupt water supplies in order to save costs (e.g. by reduced electricity 

consumption of water pumps). The interruptions in supply are therefore increasingly likely to be due to 

technical factors (such as piped breaks and sewerage blockages) than to cost saving measures. 
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Figure 8.  Numbers of piped breaks / sewerage blockages in EECCA (2002-06) 

 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

High energy consumption results from the inadequate size of infrastructure and from the lack of 

hydraulic networks modelling 

55. Infrastructure that is oversized (i.e. with a capacity much above actual demand) generate extra 

energy costs to pump the water and operate the equipments, which means that energy consumption tends to 

be high. Figure 9 shows energy consumption by various water utilities in Moldova: consumption fluctuates 

sharply depending on the terrain and water sources as well as inefficiencies in the water treatment process.  

56. Oversized infrastructures derive from inappropriate planning, which does not take into account 

trends in water demand. In particular, water demand management (including metering) can significantly 

decrease volumes of water consumed by households and should be properly anticipated in infrastructure 

planning and capacity development. 
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Figure 9.  Energy consumption in the water supply sector of Moldova 

 

Source: OECD/EAP Task Force (2008b) 

The ratio of staff per consumer is high by international standards and did not decrease significantly  

57. The ratio of staff per population served is high in the region. A standard value in Western Europe 

is less than 0.5 (although it can be above 1 in Eastern Europe, such as in Poland). A high value may 

indicate inefficient use of staff, a low degree of automation and/or low wage levels. The staff ratio has 

remained stable over the period and has not been driven by reductions in volumes of water sold, as the 

utilities still have to operate the same over-sized infrastructure and associated equipment. In the region, this 

ratio is almost consistently above 1.5 staff per population served, except in Azerbaijan where the ratio has 

consistently remained below 1. There were sharp reductions in personnel in the Kyrgyz Republic, 

Tajikistan, Uzbekistan and Moldova. On the other hand, private operators have increased staffing levels in 

Armenia, partly to implement personnel-intensive activities such as metering campaigns. 
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Figure 10.  Staff per 1000 consumers (water supply only) 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

Urban sanitation sub-sector: key technical performance indicators  

Sanitation is the biggest challenge in the region  

58. Data gathered by the OECD and other organizations (including the World Bank) suggest a 

worrying situation. Access to sanitation in urban areas is comparatively high, but the situation at regional 

level is not improving (the picture is similar at world level). Access to improved sanitation has in fact 

deteriorated in Azerbaijan, Georgia, and Ukraine since the early 1990s. 

59. Good economic performance over the decade has not been correlated with increased access to 

improved sanitation facilities. Reported statistics from Kazakhstan, Kyrgyzstan and Uzbekistan are 

significantly higher than they were in 2004, whereas the situation stagnated in Russia, Turkmenistan and 

Ukraine. Access performance even deteriorated in Azerbaijan, the country in the region that benefited from 

the strongest rate of annual GDP growth during the period but yet has the lowest improved sanitation urban 

coverage in the region, at a low 50%. 
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Figure 11.  Access to improved sanitation in urban EECCA and compared with world regions 

1990-2008 

 

Source: JMP database, 2010 

Sewerage coverage rates are low 

60. Sewerage coverage is significantly lower than access to improved sanitation, meaning that most 

wastewater is disposed directly into the environment without treatment. In several countries, wastewater 

collection only occurs in medium and large cities. Countries like Russia and Belarus have the highest 

wastewater collection rate as they also have the highest urbanization levels. Progress has been erratic 

across countries. Decline in sewerage connection rates, as encountered in Armenia, Belarus, Kyrgyzstan or 

Kazakhstan, reflects one of two situations: either network extensions could not keep pace with urban 

development, or the status of networks has deteriorated and they can no longer deliver services. Sewerage 

connection rates are lowest in Central Asia, where local latrines are the main technology for wastewater 

disposal. 
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Figure 12.  Municipal wastewater connection rate in urban areas (2000-2008) 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

The lack of wastewater treatment is a critical issue for many EECCA countries 

61. Even where wastewater collection exists, wastewater is not treated as most treatment plants are 

not functioning. Incoming wastewater is primarily discharged, without treatment and disinfection, directly 

into the water bodies. Several large cities discharge untreated wastewater into transboundary water courses. 

In some cases, advanced wastewater treatment was abandoned, because the economic situation did not 

allow continuing financing the operation of existing wastewater treatment plants. 

62.  In Georgia, all wastewater treatment plants started operations between 1972 and 1986. The 

mechanical treatment plants now work to a certain degree only in Tbilisi-Rustavi, Kutaisi, Tkieuli, Gori 

and Batumi. Most of the treatment plants are only partially operating. None of the biological treatment 

plants are operating. A considerable share of the incoming wastewater is primarily discharged, without 

treatment and disinfection, directly into the water bodies. 

63. In Moldova the treatment plants for the largest towns (Chisinau and Balti) perform reasonably 

well and meet water quality standards. However, the plants in all other towns have serious problems, and 

fail to meet the standards.  Before these plants are considered for rehabilitation, however, it would be 

necessary to revise the required capacity for such plants. In the past, oversized infrastructure generated 

financial and operational difficulties (see the figure below). In certain cases, it would make more economic 

sense to build a smaller plant than to rehabilitate the existing one. 
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Figure 13.  Utilization of wastewater treatment plant capacities according to settlement size in Moldova 
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Key financial performance indicators for urban water and wastewater utilities 

64. The financial performance of water utilities remains a source of concern. In most countries, 

utilities are barely recovering more than half of their operational costs from user charges. Operational costs 

remain high, in part due to inadequacy of oversized infrastructures with declining demand. Tariffs have 

increased, but remain low in most countries. Payment discipline has improved. 

65. It is likely that the current economic and financial crisis, which has badly hit EECCA countries, 

will reduce opportunities to generate additional revenues from water tariffs. It follows that the financial 

sustainability of water services in the region remains very weak and that no or very little resources is and 

will be available for maintenance and capital investment. 

Tariffs have increased steadily in some countries 

66. Revenues from water sold remain very low in the region, with tariffs standing at or below 0.2 

US$/m
3
 in six out of twelve countries. This clearly is not sufficient to cover operation and maintenance 

costs of water and sanitation services. Tariffs should be a key element of the financial sustainability of the 

water and sanitation sector, as they provide stable and reliable revenues to the service provider (as opposed 

to subsidies or even transfers from official development assistance).
11

 

67. Data show marked increases in revenues from water services in the region, especially in Moldova 

and Russia. This results from a combination of higher tariffs and improved bill collection. In selected 

countries, revenues from water sold increased most significantly in the context of improved 

macroeconomic performance in the region (from 2004 to 2008). However, revenues in Azerbaijan, 

Georgia, Kazakhstan, Kyrgyzstan, Tajikistan, and Uzbekistan remain close to their 1990 level and only 

partially benefitted from the overall improvement in the economic situation over the 2004-08 period. 

                                                      
11

 See Chapter 4 for additional discussion of the sources of revenues for the sector.  
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Figure 14.  Average revenue from water sales in EECCA 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

Water tariff increases have not allowed to improve cost recovery levels 

68. Coverage of operating costs through tariffs has improved slightly, but progress is slow. One 

reason is that operating costs have risen over the period. Energy costs usually represent a large part of these 

costs, especially in oversized systems. Figure 15 below shows that operating costs have increased sharply 

where energy consumption is high, such as in Moldova (see also Figure 9 for variations in energy 

consumption in different water companies across Moldova). 
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Figure 15.  Unit Operational Cost of water utilities in EECCA (2000-08) 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

69. Only six out of twelve countries have cost coverage ratios above one. The situation is financially 

not sustainable in the other half of the region. It is unlikely that revenues from water sold in EECCA 

countries can finance appropriate maintenance and investment expenditure. 
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Figure 16.  Water tariffs as a percentage of operating costs in EECCA (2000-10) 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

70. Some countries are considering or taking measures to control costs and improve capacity by 

better invesment planning, incentives for operational efficiency, or by aggregating water utilities into 

bigger units (see Chapter 3 for more information on ongoing aggregation reforms). 

Payment discipline has improved significantly, but the financial crisis might challenge this in future 

71. Collection rates are high in most countries, at above 80% for 7 out of 12 countries. This results 

from increased payment discipline. Given that tariffs are low, water services are usually affordable for a 

vast majority of consumers, which most likely contribute to this good payment records. Industrial billing 

and collection is reported to be 100 percent in all countries. Collection rates for household tariffs are rising 

everywhere, especially when metering is implemented. However, collection rates tend to drop dramatically 

when tariffs increase rapidly. In some countries, e.g. Uzbekistan, collection rate is higher than billing due 

to the repayment of outstanding debts accumulated in previous years. 
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Figure 17.  Collection rate as a percentage of billing in EECCA (2000-10) 

 

Source: EAP Task Force Water Utility Performance Indicator Database 

Rural water supply and sanitation 

72. The situation in rural areas illustrates the contrasts across the EECCA region. About 20% of the 

rural population in EECCA does not have improved access to safe drinking water. Progress is slow. The 

sector is seriously under-financed. This results from inappropriate institutions, low to no tariffs (e.g. in 

Kyrgyzstan, only 25% of population living in villages outside the service areas of water utilities pay for 

water), poor bill collection, and – until recently – low priority of rural water supply and sanitation for 

governments. 

Rural areas are lagging behind in terms of access, especially in the poorest EECCA countries 

73. Access to improved water services in rural areas is higher than in developing countries. But 

progress is slower. Since the early 1990s, the situation improved remarkably in three countries (Armenia, 

Azerbaijan, and Georgia) but deteriorated in Kazakhstan, Moldova, and Uzbekistan. 
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Figure 18. The situation in rural EECCA and compared with world regions 

1990-2008 

 

Source: JMP database, 2010 

74. A majority of rural settlements have to rely on low-cost groundwater sources, which generate 

some water quality concerns (as discussed below). Financial constraints dictate that piped water supplies 

cannot be provided to the majority of rural settlements. Rural dwellers rely on low-cost groundwater 

sources, protected streams and sometimes from surface water intakes.  

75. Similarly, access to improved sanitation in rural areas has improved slightly over the period, 

although at a slower pace than in the rest of the world. 

Figure 19. Access to improved sanitation in rural EECCA and compared with world regions 

1990-2008 

 

Source: JMP database, 2010 

76. Most EECCA rural settlements with less than 5000 inhabitants do not have centralized 

wastewater collection system. Small communities rely on low-cost methods of on-site sanitation and 

wastewater treatment. The most commonly used sanitation service level in rural areas is a pit latrine and, 

more seldom, a ventilated pit latrine. Wastewater is not treated, even in the case of simple sewerage 

systems. When wastewater collection and treatment systems existed previously in rural areas, they have 

frequently deteriorated. For example, according to the Strategy of Water Supply and Sanitation in the 

Republic of Moldova, almost 80% of wastewater is not treated, thus causing further deterioration of 

surface water quality. Of more than 560 sewage treatment facilities built in Moldovan rural settlements 

before the disintegration of the Soviet Union, almost none is operational anymore. 
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Consequences of service quality on health and the environment 

Inadequate services have a significant impact on public health 

77. The deterioration of water quality results in levels of water borne diseases that are significantly 

more frequent than in the EU. The European Environment Agency reports that most EECCA countries 

have problems with the quality of their drinking water supplies. The percentage of samples of drinking 

water exceeding microbiological standards is between five and 30 per cent, this excess being higher in non-

centralised drinking water sources, primarily in rural areas. This situation leads to significant negative 

health impacts, as illustrated by two charts below, based on WHO data (WHO, 2010). 

78. Health indicators in countries where households are serviced erratically are significantly more 

alarming. The average mortality rate of children under five is 19 per 1000 live births
12

. In Tajikistan, 

although access rates have improved and average daily water supply is reported to be higher than in most 

countries in the region, mortality rates of children under five remains high.  

79. The risk of outbreaks of waterborne and food borne diseases is currently high and will increase if 

safe water, sanitation services and hygiene facilities (hand washing and soap) are not accessible, or 

deteriorate further. The main pathogens of concern are Campylobacter, Salmonella, Shigella, Leptospira, 

rotavirus, as well as other enteropathogens such as Entamoeba histolytica and hepatitis A and E. Typhoid 

(and paratyphoid) should be also be considered, as cases have been reported in Kyrgyzstan in 2008 and 

2009, the majority in Jalal-Abad province or oblast. Diarrheal disease exacerbates malnutrition, which in 

turn increases the risk and severity of diarrhoea. For children, malnutrition is associated with the majority 

of deaths from diarrhoea. 

Figure 20.  Under-5 child mortality rate in EECCA (number of deaths per 1000, 1990-2008) 

 

Source: WHO database 

                                                      
12

 As a comparison, the average in low income countries is from 118 per 1000 live births, and 57 in middle income 

countries. 
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Figure 21.  Incidence rate of Viral Hepatitis A in EECCA (per 100,000 population, 2001-07) 

 

Source: WHO database 

80. In rural areas, in particular, the quality of potable water does not comply with national and WHO 

requirements in many rural areas of EECCA, which results in a significant public health risk. Water 

abstracted from ground sources is usually delivered to the distribution network without any treatment and 

disinfection. Groundwater quality is a concern in large parts of countries like Moldova. Adequate low-cost 

methods of water treatment would need to be developed and implemented in the short-term. One of the 

problems of the rural population in the EECCA region is the lack of sanitary inspection laboratories, which 

would provide continuous control of potable water quality and parameters delivered to the customers. 

Rural inhabitants usually have no access to reliable information on water quality. In one encouraging case, 

however, drinking water quality was found to be relatively high (although not 100% compliant) in 

Tajikistan according to a pilot monitoring initiative undertaken by WHO, as discussed in Box 4 below. 

Box 4. Water Quality Monitoring in Tajikistan 

WHO has identified an urgent need to obtain independently verifiable water-quality data, using reliable, low cost 
methods that ideally can be correlated with the datasets on access obtained through the household surveys and 
censuses. Such data could help governments make informed decisions to further improve the situation with respect to 
drinking-water supply in their countries. A possible method to obtain data on drinking-water quality could be a rapid, 
low-cost, field-based technique for assessing water quality. As a result, at a consultative meeting in Bangkok in 2002 
organized by the World Health Organization (WHO) and the United Nations Children‟s Fund (UNICEF), six countries 
were selected to implement pilot projects on the Rapid Assessment of Drinking-Water Quality (RADWQ). Tajikistan is 
one of the pilot countries. 

In Tajikistan, four field teams visited 1620 sample sites in 53 clusters over a period of six months (from October 
2004 to April 2005). The samples were taken from four broad areas (Khatlon; Rayons under direct Republican 
Subordination (RRS) & Dushanbe; Sughd; and Gorno-Badakhshan Autonomous Oblast), and from two improved 
water-supply technologies (utility piped supplies and protected springs). The results of the RADWQ project in Tajikistan 
show that the microbiological and chemical quality of water sources is generally high. Of the 1620 sites tested, 87.2% 
complied with the WHO guideline value and the national standard for thermotolerant coliforms, with utility piped 
supplies showing slightly better compliance than protected springs (88.6% versus 82.0%). The tests were conducted 
on water coming from the tap, as the emphasis is on testing the quality of water supplies. In addition, a limited analysis 
of water stored in the household was also conducted. 

Source : WHO/UNICEF (2010b) 
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Municipal water services represent a major source of pollution, particularly for surface waters 

81. The level of household connection to sewerage infrastructure is relatively low compared to many 

OECD countries. Even when households are connected to sanitation infrastructure, the treatment of 

wastewater is often not assured. While little consolidated information exists about the level of equipment at 

primary and secondary treatment facilities (tertiary is still an exception in the region), it is clear that 

existing infrastructure often does not operate effectively and sometimes does not operate at all. This is 

mainly linked to the advanced state of deterioration of this infrastructure, as well as lack of cash for 

operational purposes. 

82. As a consequence of this situation, coupled with the decline of many polluting industries in the 

1990s,
13

 municipal water utilities have now become the main polluters of surface waters in many EECCA 

countries. In the Russian Federation for instance, communal water systems account for close to 90 per cent 

of wastewater discharges, of which only 10 per cent are treated according to standards. They are also the 

source of more than 50 per cent (and up to 90 per cent) of key pollutants that are being discharged into 

surface waters, such as phosphorus (85 per cent), nitrates (82 per cent), and lead (49.5 per cent). 

83. The lack of adequate wastewater treatment is putting EECCA surface waters under serious 

environmental stress. According to the European Environment Agency (EEA), some of the major rivers in 

the Russian Federation and their tributaries are now highly polluted. The main water reservoirs are also 

highly polluted, especially the Volga cascade. In the Ukraine, all river basins are classified as polluted or 

very polluted. Similar situations exist in most areas in EECCA that feature a high density of population and 

economic activity.  

84. The EEA also reports that up to 90 per cent of nitrogen and phosphorus discharges into the Black 

and Caspian Seas originate from riverine inputs, which mostly transport municipal wastewaters. Both seas 

are assessed as being under severe environmental stress, with significant eutrophication problems, and 

frequent closures of beaches on the Ukrainian and Georgian parts of the Black Sea coast due to the poor 

bacteriological state of the water (OECD/EAP Task Force, 2007b). 

                                                      
13

 Most industries in the former Soviet Union had a pre-treatment unit and were connected to municipal wastewater 

treatment plants. 
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CHAPTER 3 - WHAT HAS BEEN DONE? TEN YEARS OF WSS REFORMS 

 
KEY MESSAGES 

Although service performance improvements have been somewhat limited, many critical 
reforms have been implemented over the last decade throughout EECCA countries, with mixed 
results. An abundance of legislation has been adopted during the past 10 years, even though 
implementation on the ground has not always been comprehensive or consistent. Overall, there has been a 
marginal improvement in the ability of EECCA countries to transition towards an organisation more in line 
with the Almaty principles defined in 2000, but there are some important regional variations.  

The end of the Soviet era led to substantial transfers of responsibilities to local governments in 
most countries and associated decentralisation of water and sanitation services. This, in 
some cases, led to over-fragmentation of water and sanitation operators and created a number of 
challenges, such as inefficient scale of operations and difficulties to access financing. A number of countries 
have sought to re-aggregate those services in order to reach the appropriate scale of operations and attract 
private sector participation. These reforms are still ongoing in a number of countries. Rural water services 
have particularly suffered from over-fragmentation and it is only in a few countries (such as Kyrgyzstan) 
that challenges in the rural sub-sector are starting to be comprehensively addressed.  

Substantial reforms were also initiated to strengthen the regulatory frameworks for 
setting tariffs, with a view to insulate tariff-setting from undue political interference and set cost-
covering tariffs. A number of countries have established regulatory agencies but whether or not such 
agencies are able to increase tariffs to cost-covering levels (taking account of affordability constraints) is 
still to be verified, as discussed further in Chapter 4.  

The participation of the private sector in the provision of water and sanitation services 
has increased substantially in the region over the decade and 20% of the population is now served by 
operators with private participation. There are substantial variations in the level of penetration of private 
sector operators: whereas they serve more than 50% of the population in Armenia, several countries have 
not adopted the measures that can enable private sector participation. The dominant form of PSP has been 
management contracts and leases (with no associated investments), although some quasi-concession 
contracts with substantial investment obligations have also been signed, particularly in the Russian 
Federation. The performance of private sector operators has been mixed and several PSP contracts have 
not lived up to the high expectations that were originally placed on them.  

In terms of overall governance, lack of transparency and allegations of corruption remain an 
ongoing concern, as demonstrated by poor scores on the Corruption Perception Index. A number of 
initiatives can be taken to improve overall transparency, as demonstrated by recent activities undertaken 
by Transparency International and the OECD in the region.  

 

85. This Chapter starts by reviewing the overall water sector reform performance, assessed against 

the Almaty guiding principles and based on the EBRD transition index. It then examines specific reform 

areas, such as the decentralisation of water and sanitation services (and subsequent regrouping), the 

definition of regulatory frameworks, the introduction of private sector participation and overall reforms to 

improve transparency and reduce corruption in the sector. 
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Overall water sector reform performance  

86. The Guiding Principles adopted at the Almaty Ministerial Conference in 2000 defined a 

recommended path for implementing reforms to the water and sanitation services in EECCA countries. Ten 

years on, it is important to evaluate the extent to which these Guiding Principles have been followed to 

produce concrete reforms and whether or not these reforms have been successful at “delivering results”. 

Box 5 below gives a summary overview of the main principles. 

Box 5. The Almaty “Guiding Principles” – Summary Overview 

Establishing Strategic Objectives 

 Ensure good quality water and sanitation services at least cost for the population 

 Promote integrated water resources management (IWRM) 

 Develop realistic financial strategies 

 Estimate the affordability of improved utility services at the level of households 

Reforming Institutions and Clarifying Their Roles 

 National Authorities should set the framework for managing urban water and sanitation by: 

 Decentralizing responsibility for water and sanitation services to the municipal level, avoiding excessive 
fragmentation 

 Considering the establishment of an independent, national regulatory agency 

 Defining strategic policies and development objectives 

 Local governments should establish Vodokanals as autonomous, commercially-run utilities, thus clarifying 
their respective roles. This involves: 

 Transparent transfer of responsabilities to Vodokanals 

 Use of performance contracts which clearly define performance and quality targets to be achieved by the 
vodokanals and the support to be provided by local government 

 Considering private sector participation 

 The public should be direcly engaged in the reform process 

Establishing a Framework for Financial Sustainability 

 Improve billing and payment collection, including payments by public organisations 

 Encourage cost reductions 

 Reduce large differentials in tariffs between households, industrials and other users 

 Establish a procedure for periodic tariff adjustments, developing a program for gradual tariff increase 

 Introduce accounting systems 

Promoting Efficiency and Cost-Effective Use of Resources 

 Establish an operational framework for Vodokanals which promotes an efficient use of water 

 Introduce a new management culture 

 Design a metering strategy 

 Concentrate limited investment resources on projects: 

 To reduce operating costs through high pay-back investments 

 To improve the safety and reliability of water supply services 

 To maintain/rehabilitate essential infrastructure elements  

Strategies should sequence actions and prioritise those on which other steps depend. 

 

87. Every year, the European Bank for Reconstruction and Development (EBRD) compiles a sector 

transition index, tracking the extent to which the countries in the region have implemented reforms that 

enable open and democratic market economies in the water and sanitation sector. 
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88. According to the EBRD‟s Transition Reports, all EECA countries except Armenia and the 

Russian Federation show a “large transition gap”, as the transition index remains close to 1 and in all cases 

below 2.5 (where an index of 4 would be for a country that has “fully transitioned”). According to EBRD 

(2010), key challenges include improvements in the technical, operational and financial performance of 

utilities, the rehabilitation of physical infrastructure, the clear separation of operating companies from 

regulatory bodies and the establishment of sound regulation. 

89. Encouragingly, as shown on Figure 22 below, the EBRD transition index has improved in most 

countries between 2000 and 2010, except in Moldova, Turkmenistan and Ukraine which show no change. 

Major challenges subsist in Central Asian countries (including Tajikistan, Turkmenistan, Uzbekistan and 

Kazakhstan), where WSS reform indicators are substantially lower than in the rest of the EECCA 

countries. 

Figure 22.  EBRD Transition Index, water and wastewater sector (2000-2010) 

 

Source: EBRD (2005), EBRD (2010). Note: In the EBRD Transition Reports, performance is rated from 1 to 4, where 1 represents no 
progress on reform and 4 means that a country has made major progress in reform in certain aspects. 

90. Some institutional progress has been made over the decade. Enhanced public administration, 

improved regulatory frameworks, and improved revenue collection have created conditions that could 

allow a more effective management of the water sector (OECD/EAP Task Force, 2010c), and municipal 

utility services are now largely decentralised in terms of ownership and decision-making. 

91. Over the latter part of the decade, the economic and political situation is most EECCA countries 

has been favourable to institutional reform, including for water and sanitation. Favourable factors have 

included strengthened public administration, the development of regulatory frameworks and increases in 

households‟ income. There have been some positive experiences in reforming the WSS sector, as reported 

below. However, these positive experiences are to be scaled up, and the implementation of the laws and 

regulations is a key problem – especially at municipal level. 
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Finding the optimal scale of operations 

92. In most EECCA countries in the 1990s, administrative decentralisation resulted in the transfer of 

responsibility for the provision of public services to local governments. Decentralisation processes, 

undertaken for a series of activities formerly provided by the central government, led to major 

modifications in how the water sector was managed and operated. The only exceptions to this trend were 

Azerbaijan, Belarus and Turkmenistan, where water sector management has remained strongly centralised.  

93. Experience has shown that devolution of legal authority to perform water supply and sanitation 

services is a necessary but not a sufficient condition for successful decentralization in the water sector. 

Limited fiscal decentralisation has proven to be a major challenge in EECCA countries. Administrative 

decentralisation has been limited in practice as fiscal decentralisation has itself been very limited. Local 

governments do not have the financial resources and autonomy to decide over investments or levels of 

service and they remain dependent of fiscal transfers from central governments.  

94. While legal frameworks allow for cost-reflective tariffs, this rarely happens in practice (see 

Chapter 4 for more details). As a result, utilities often have to co-ordinate their infrastructure development 

plans and capital expenditure budgets with national/regional plans and budget. That makes the strategic 

planning and investment at local level dependent on the politics at the national/regional level. In addition, 

in some countries, close linkages between local authorities and utilities can involve conflicts of interest, 

blur responsibilities and impede the effective delivery of water services (OECD/EAP Task Force, 2005).  

In some countries, decentralisation has led to over-fragmentation 

95. Decentralisation, in some cases, has led to over-fragmentation with negative impacts, as utilities 

may be too small to operate, maintain and finance the infrastructure. For instance, there are 3,129 water 

companies in Ukraine whereas there were a total of 2,485 water service providers in Russia. Such numbers 

remain lower than some OECD countries, which experience a high degree of fragmentation. In France, for 

example, responsibilities for water and sanitation services rest with municipalities. Whereas there are 

approximately 36,000 municipalities in France, there were 14,376 water services and 17,686 sanitation 

services in 2008 according to ONEMA, thanks to some degree of consolidation between services. Key 

differences, however, include revenue generating capacities and capabilities at local level.  

96. “Over-fragmentation” has generated a number of challenges, as summarised in Table 3 below. 

Some direct consequences may be an inefficient use of energy and other materials (as a result of lack of 

economies of scale) and low attractiveness for investment and private sector participation. 
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Table 3. Challenges encountered by decentralised WSS systems in EECCA countries 

Challenges Description 

Regulatory/ 
Legal 

 Ownership rights not always located at municipal level, or not clearly defined 

 Unclear distribution of responsibilities for tariff regulation  

 Difficulties with obtaining licenses and permits 

Administrative/ 
Organisational 

 Administrative structure is inefficient from the economic development perspective 
(great number of medium and small  municipalities) 

 Lack of coordinating mechanisms between the different levels of government (oblast 
(republic), rayon and village levels) and the water suppliers in rural areas 

 Lack of institutional structures allowing citizens to participate in decision making 
processes related to water supply infrastructure operations and development. 

Fiscal/ Financial 

 A great number of water supply services are not financially and fiscally independent 

 Existing state budget financing of capital investment projects in water supply is 
unpredictable and unreliable even for the short-term planning 

 The share of total revenues that remain with the local budgets is not adequate to the 
needs of the communities 

 The choice of possible local taxes and fees is not adequate for local governments  
performing service provision functions to generate revenues  

 Lack of direct financial relations between the local governments and the national 
budget  

 Rural local self-governments are not allowed to borrow 

 Lack of financial resources for water companies mostly in rural areas to fund 
operations and capital investment 

 

Capacity  

 Insufficient number of staff in local governments are responsible for coordination and 
control of rural water supply sector 

 Lack of expertise of rural local governments regarding public law, contractual 
arrangements, interactions between utility providers, tariff procedures and regulatory 
impact assessment, raising external financing for infrastructure development 

 Lack of skills among rural water operators to raise external financing on the basis of 
quality investment projects/business plans 

 Lack of experience with pro-active maintenance practices 

 Lack of equipment and tools to monitor efficiency of the water system (i.e. leak 
detection equipment), to maintain and rehabilitate the water infrastructure 

Source: OECD/EAP Task Force (2009b) 

Some countries have sought to address the over-fragmentation issue  

97. Some countries have initiated reforms to reverse this trend, aggregate neighbouring water utilities 

or even in some cases, create regional companies or even national companies (as in Georgia). Table 4 

below summarises where countries stand in terms of centralisation vs. decentralisation of WSS. 
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Table 4. Decentralization versus over-fragmentation: mapping of the EECCA countries 

AZE BEL TUR TJK UZB KZK RUS UKR KRG MOL GEO ARM

Water governance is strongly 

centralized

Decentralization approach to 

operational mangement

Attempts of aggregation of 

water utilities

Regionalisation strategy 

adopted at the national level  

98. Armenia, Moldova, Kyrgyzstan, and Georgia already moved towards some aggregation of the 

municipal water sector in order to simplify tariff regulation, attract more finance for investment into the 

sector, generate economies of scale, and encourage cross-subsidisation of utilities. For instance, Armenia 

now has only five water companies (Yerevan djur, Armvodkanal, Nor Akunk, Lori-vodkanal and Shirak-

vodkanal) covering the whole population (see Box 6 below on Armenia).  

99. In Georgia, the WSS Sector Reform Strategy, recently designed with USAID support, envisages 

setting up regional water companies. This would help achieve economies of scale and remove some 

resource limitations (including shortage of staff). At the beginning of 2009, almost 60 municipal water 

supply and sanitation utilities were integrated, and two legal entities were created: Agmosavletis Tskhali 

Ltd (Eastern Water) and Dasavletis Tskali Ltd (Western Water).  This integration aimed to improve the 

technical and financial conditions of utilities and pave the way for future privatization. Later in 2009, it 

was decided to go further with consolidation, with one new integrated national company replacing the two 

companies. 

100. In Moldova, EBRD has started a feasibility report on the development of regional water supply 

companies able to attract private operators, in line with recommendations of the National Financing 

Strategy developed in 2007. 

Box 6. Dealing with post-decentralization implications in Armenia 

In 1995, when the local self-governance system was created in Armenia, the responsibility for WSS was 
delegated to municipalities. But most of them did not have the necessary organisational and financial capacities to 
manage water supply and sanitation services, especially small municipalities. Partly as a consequence, the provision 
of WSS nearly collapsed in many settlements and municipalities. Two years later, the process of enlargement of 
service areas started. The responsibility for WSS in small settlements was delegated to larger regional vodokanals 
(especially AWSC, Armenian Water Sewerage Company).  

However, the service area of the AWSC was estimated to be too large to be effectively managed. It was thought 
that a WSS company servicing just one administrative region (marz) would be more optimal. Such regional companies 
were created, firstly in Armavir region (Nor Akunq) and then also in the Lori and Shirak regions. In these regions, the 
state is a principal shareholder in the companies, holding 51% of the shares whilst 49% belong to the regions and 
municipalities. Following their creation, these three companies were found to be too small to be attractive for 
international private operators. That is why Armenia had to invite one international private operator for the pool of the 
three regional vodokanals.  

Currently, five water operators deliver water supply and sanitation services to 80% of the country‟s population. 
Four of these operators operate at regional level, whilst Yerevan Water (CJSC) operates at the municipal level and 
provides services for the capital and suburbs. All of these five operators were operated under some kind of private 
sector arrangement as of August 2009 (see Box 8 for more detail). In addition, water supply networks in 580 rural 
settlements (where about 18% of the population lives) are owned and maintained by local governments. 

Source: Khachatryan (2010) 
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The particular case of water and sanitation in rural areas 

101. In rural areas, following the break-up of the former Soviet Union, and the subsequent dismantling 

of the collective/state farm system, the infrastructure became obsolete, since there were no arrangements 

made to transfer responsibility for operation and maintenance from collective farms to other institutions. 

As a consequence, much of the infrastructure is now out of operation and many rural inhabitants are forced 

to put in place private solutions where water quality is usually not being monitored. In Moldova, for 

example, it is reported that more than 90 per cent of rural water supply systems are either in need of capital 

repairs or need to be reconstructed, while more than 50 per cent of sanitation infrastructure has either been 

demolished or is in need of urgent capital repair. 

102. EECCA governments have generally been slow to react to this alarming situation. Most of them 

lack national strategy and priorities for the rural water supply and sanitation sector. One exception is 

Kyrgyzstan, which has developed a rural water sector policy and is now working on improving the 

situation with support from donors and international financing institutions (see Box 7 below). Armenia is 

another positive example. 

103. In all EECCA countries, key institutional reforms are needed to improve the functioning of water 

and sanitation services in rural areas, at both national and local levels. They include strengthening 

management and financial capacity of local jurisdictions (rural settlements have very weak fiscal 

positions), establishing larger water utilities or companies by expanding their service areas to cover most 

rural settlements and setting up responsible agencies for coordination of various investment programmes 

for rural WSS. 

Towards better regulation: setting up national regulators for water supply and sanitation 

104. The development of regulatory frameworks for the water sector in EECCA countries is still in its 

infancy and evolves very slowly (as opposed to the energy sector in the region, for example, where mature 

regulatory frameworks have been put in place). In most countries, reform is still ongoing and will require 

additional efforts to clarify the allocation of roles and responsibilities to the various sector actors. The 

objectives of the regulatory reforms usually entail the following (as derived from the Almaty Principles):  

 To be fully in line with the decentralisation policy; 

 To implement unified regulatory approaches (including price setting methods) for setting tariffs 

of natural monopolists throughout the country; 

 To offer institutional arrangements for establishing a professional regulatory body independent 

from political pressures;  

 To overcome problems resulting from the administrative over-fragmentation of the sector; 

 To eliminate existing legislation gaps, inconsistencies or unclear legislative provisions regarding 

distribution of regulatory functions among governments of different level for regulation of 

privately owned operators and regional companies. 

105. The water sector is usually regulated by three or more agencies at the national or state level. This 

reflects the fact that the water sector is very fragmented and covers water resources, potable water, 

wastewater and sanitation facilities, flood control and irrigation facilities, hydropower facilities and a host 

of other environmental competing uses of water. In addition, the sector is impacted by policies from other 

areas, e.g. agriculture and irrigation, energy, urban planning.  
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Box 7. Rural water and sanitation sector in the Kyrgyz Republic 

In the Kyrgyz Republic, the deterioration of public utilities, especially in rural areas, has resulted in declining living 
standards and an aggravation of the social situation. The majority of rural water systems are more than thirty years old 
and in desperate need of replacement and repair. Lack of maintenance has exacerbated the problems of initially 
inadequate designs, poor materials, and poor construction. While 72 per cent of village inhabitants were supplied with 
water before the collapse of the Soviet Union and only 700 000 inhabitants (737 villages out of 1 750) lacked adequate 
access to water services, the situation drastically deteriorated as collective and state farms were dissolved. Many 
waterworks became impossible to operate due to lack of funds for operation and maintenance. As a result, tap water 
consumption in rural areas significantly dropped and rural populations turned to irrigation canals, rivers, and surface 
sources exposed to pollution as alternative sources of water supply. According to the National Statistical Committee, in 
2001, as much as 20 per cent of the rural population consumed water from rivers and irrigation canals, and only 50 per 
cent used a standpipe as a water supply source. 

The key elements of the government‟s RWSS strategy, in coordination with donors and IFIs, have been over the 
past few years:  

 Comprehensive institutional sector reform 

 Capacity building to lay the groundwork for sustainable sector development;  

 Decentralised planning and management services based on community driven development, thereby giving 
local governments the responsibility and means to assist communities in improving their services; 

 Introduction of cost recovery policies as the only means to finance the rehabilitation and maintenance of 
water and waste water systems;  

 Careful selection of cost effective investments based on affordability and consumer preference; and 

 Promotion of private sector participation, including operation and maintenance of facilities. 

This strategy has led to the creation of a new entity exclusively dedicated to rural water and sanitation. While a 
number of central institutions deal with water and sanitation, such as – inter alia – the Ministry of Health and the 
Ministry of Ecology and Emergencies, the only entity specifically focused on RWSS is the Department of Rural Water 
Supply (DRWS), created in 2000 within the Ministry of Agriculture, Water Sector, and Processing Industry. It is a 
political and advisory body with units in all the oblasts of the Republic, funded from the national budget or from special-
purpose grants or funds. Its main purposes are to do the following: 

 Develop a strategy for the rural water sector; 

 Revise legislation related to drinking water; 

 Co-ordinate international donor assistance and foreign investment, including project preparation and 
implementation; 

 Draft legal and regulatory documents. 

Over the past five years, the rural water supply and sanitation sector experienced institutional changes, resulting 
from the implementation of IFI projects. The effective supply of safe drinking water remains under the responsibili ty of 
local governments. The management, and the operation and maintenance of the water supply systems have been 
devolved to the local communities. Communities set the tariffs, determine the budget, and introduce changes in the 
water supply systems (extension, household connections). Users pay for the water supply and sanitation services that 
they receive. In the short term, it is expected that the government will continue fund raising efforts for the rehabilitation 
of the water supply systems not covered under the Asian Development Bank (ADB) and the World Bank (WB) projects 
and further decentralise the rural water supply and sanitation sector. 

There is a danger, however, that water supply systems constructed/reconstructed under the ADB and WB 
projects would start to deteriorate again soon after donors and IFIs have departed. There are already examples of 
water supply systems which, a year after they have been rehabilitated, are in very poor operating condition with 
standpipes broken, well doors missing, pumps out of order, etc.  

Tariff collection rates tend to remain an issue, as the overwhelming majority of rural residents have no permanent 
income and cannot pay tariffs on a regular (monthly) basis. Furthermore, the remnants of welfare mentality and the 
desire to receive services for free are still strong. 

Source: OECD/EAP Task Force (2005b) 
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106. A recent trend in the region is the establishment of water sector regulatory bodies with the 

objective to introduce advanced water tariff instruments. National regulators can remove regulatory 

constraints by setting clear rules for water operators, irrespective of ownership. 

107. For example, institutional reforms in Armenia included the reallocation of responsibilities and 

distribution of regulatory functions between different agencies, covering tariffs setting, standardisation, 

and water resources management. This stimulated the establishment of new agencies: the National Water 

Council, the State Committee of Water System, the Public Services Regulatory Commission and the 

Dispute Resolution Commission. Since then, the Public Services Regulatory Commission implements the 

tariff policy and balances the interests and relations of the utilities and their customers, and effectively 

plays the role of an economic regulator. 

108. In Ukraine, the regulation of natural monopolies was approved by the Cabinet of Ministers in 

2008. It projects to set up an independent regulatory body for the water supply and sanitation sector.  The 

national regulatory commission is planned to regulate water utilities serving cities with more than 100,000 

residents, as well as regional water utilities. This includes licensing, setting tariffs, and providing a non-

discriminatory, universal access to utility services. With respect to other water utilities, tariffs shall be 

regulated by local governments on the basis of methodological recommendations developed by the central 

regulator.  The objective is to make the tariff regulation more transparent, professional, and insensitive to 

political changes. 

109. In Russia, the current institutional framework for water tariff regulation has three levels: the 

Federal Tariff Service, tariff regulation agencies of subjects of federation/RF constituent entities and local 

governments. This tends to dilute responsibility for tariff-making, and does not contribute to well-balanced 

relations between private operators and municipal, regional or federal authorities. To address the issue, 

recently the decision was taken to transfer responsibility for tariff setting from local level to subjects of the 

federation, except for big municipalities. 

Introduction of private sector participation in water sector operations  

Most EECCA countries have engaged reform to allow private sector participation 

110. Throughout the region, the population served by private operators more than doubled between 

2004 and 2008, going from 24 million up to 50 million people. As of 2008, private operators delivered 

water supply and sanitation services to 20.5% of residents of these countries, which is considerably higher 

than the world average (it is estimated that private operators serve about 10% of the world population). 

111. This trend is highly contrasted amongst EECCA countries, however. The share of the water 

supply market serviced by private operators is highest in Armenia. In 2008, the private sector provided 

water services to 53% of the total population, a 50% growth compared to the 2004 level. In 2008, private 

operators in Kazakhstan provided services to almost 41% of population; to more than 25% of population in 

Russia and Georgia but to no more than 5% of the population in Ukraine and Kyrgyzstan. The fastest rate 

of growth of private operators‟ share of the WSS market was registered in Russia: from 12% in 2004 to 

27% in 2008. By contrast, there have been only occasional attempts at developing public-private 

partnerships in Ukraine, Georgia, and Kyrgyzstan whilst in Kazakhstan, a first experience with PSP has 

been highly controversial. 
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Figure 23.  Population served by private operators, % (in 2004 and 2008, by country) 
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Source: OECD (2010) 

112. Experience with PSP has been very contrasted from country to country, which reflects substantial 

differences in terms of whether the overall institutional and operational frameworks are conducive to PSP 

or not. OECD (2010a) distinguishes four groups of countries in terms of experience with PSP.    

113. In Armenia and Russia, private participation in the WSS sector has been arranged on a large scale 

and appears to be sustainable. With varying approaches and contracts, these countries have accumulated 

valuable experience in developing successful public-private partnerships in the WSS sector (see Boxes 

below). 

Box 8. Private sector participation in Armenia - Development of an incentive framework for PSP 

In Armenia, PPPs have been developed within the framework of a well-defined government policy, the “State 
Water Sector Development Strategy”. Utilities were established to attract private participants to the sector while 
transferring the associated responsibilities to the regions. To this end, multiple utilities were consolidated to form a 
joint-stock company with the state being a majority shareholder, and municipalities, whose utilities formed the 
authorized capital of the company, holding the remaining share. A national regulatory agency was established, to 
enhance utility tariff regulation procedures, making tariffs susceptible to political interference.  

From the beginning the emphasis was placed on promoting the participation of international financial institutions 
and foreign private operators. In Armenia, investment responsibilities generally remain with public authorities, while 
private sector participation is principally meant to increase operational efficiency. The contractual arrangements 
evolved from management contracts with a guaranteed compensation for the private operator to longer term lease 
contracts with private operators taking financial and commercial risks. Contracts were awarded to private companies 
on the basis of transparent international competitive tendering:  

 Yerevan Water Company is managed under a lease contract with Veolia Water (France);  

 Armenian Water and Sewerage Company (AWSC) was under a 4-year management contract with SAUR 
(France) signed in 2003 and extended for 2 years till 2010; a long term lease contract is under discussion; 

 Lori Water & Sewerage, Shirak Water & Sewerage and Nor Akunq are under a single management contract 
with a consortium of MVV decon, MVV Energie (Germany) and AEG Service (Armenia).  

The introduction of PSP has yielded positive results on the whole. For example, from 2000 to 2009, the number 
of hours of water supply in Yerevan increased 3 to 4 fold to reach 18-19 hours per day, electricity consumption 
reduced by more than half while tariff collection rates increased 5 fold (from 20% to 85-95%) 

Source: Khachatryan (2009); OECD (2010a). 
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Box 9. PSP in the Russian Federation 

In 2003, the federal government started defining a framework for private sector participation in WSS. The 
enactment of the federal law “On the Fundamentals of Tariff Regulation in the Utility Sector” was the first stage in the 
creation of a new system of regulation promoting the inflow of private investments for development and modernization 
of infrastructure and reduction of production costs. However, marginal indices of maximum and minimum levels of 
tariffs for goods and services of the utility complex introduced at the federal level in 2005 to curb the growth of tariffs 
for utility services sharply worsened the investment climate in the utility sector.  In 2004-2005, a legislative framework 
was designed to enable private participation: the application of the mechanism of investing into a facility by a 
conceding authority (concedent) brought the Russian model of a concession agreement closer to the globally accepted 
“Life Cycle Contracts” (LCC) scheme and also removed risks of uncoordinated investments into the infrastructure. The 
responsibility for development of PPP in water sector was devolved to municipalities. 

From 2004 onwards, the revenue from water charges in large cities became sufficient to cover the operational 
costs incurred by utilities. Substantial shortage of technological and operating efficiency by public operators stimulated 
private participation in the water sector.  

From the outset, the focus has been placed on attracting large-scale Russian enterprises as private operators. 
The first national operator „Russian communal systems‟ was formed by six large Russian companies under 
government control. These Russian entrepreneurs demonstrated their willingness to seize business opportunities. 
Some of them are now expanding operation out of their home country. In addition, some international firms, like Veolia 
(France) and Remondis Aqua (Germany), were also attracted to the market. 

As of 2008, about 27% of the population was served by private operators (up from 12% in 2004). Most contracts 
were granted directly, without any competition. Whereas short-term (one-year) contracts were initially used, the 
dominant form of PSP contracts now are long-term lease contracts (some of them for 49 years) with investment 
obligations.  

The cooperation of Russian water companies with IFI and western companies was aimed at attracting 
international loans, and helping them to enter the authorized capital of a utility company. The fact that this was 
achieved successfully demonstrates the sustainability of the Russian water business. 

However, an analysis of the performance of public and private operators shows a contrasted situation: 

 As of today, there is no evidence of superiority of public private partnership mechanisms over other models 
of water supply and sanitation management; 

 A clear-cut government policy targeted at making the sector attractive for private business is missing; in 
particular, main financial risks in the sector, as well as risks related to tariff regulation, have increased 
recently; 

 Local authorities are not interested in losing the administrative control of the sector and have no serious 
political pressure to change such situation. But even in rare cases when they have interest, there are 
serious problems with preparation and formation of tender terms and conditions for conclusion of long-term 
contracts on public private partnerships; 

 Private operators working in the sector are rather secretive about their activities and prefer not to 
demonstrate their advantages and they are not inclined to consolidate their efforts in lobbying for the 
development of public private partnership mechanisms. 

Source: OECD, Private Sector Participation in Water Supply and Sanitation in Eastern Europe, Caucasus, and Central Asia. Status 
Paper, 2010 

 

114. In Georgia, Kazakhstan, and Ukraine, a favourable climate was created in recent years, 

encouraging private involvement in the WSS sector. Kazakhstan has gained valuable experience of private 

participation in the WSS sector, with both successful and problematic cases (see Box 10 below). However, 

these pilot projects have not been replicated as yet. In 2009-2010 Georgia progressed towards full 

privatisation of fixed assets for WSS in Tbilisi. The outcomes of the process in terms of service quality and 

affordability remain to be seen. 
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Box 10. PSP in Kazakhstan – Examples of successes and failures 

The “Water Resources – Marketing”, LLP, that has been in operation in Shymkent for 11 years, may be given as 
an example of an efficient private company. The company was established on the basis of the municipal water supply 
company. Its first task was to implement the program of resources savings, under which the metering was improved by 
installation of meters both in the housing sector and in organizations and at enterprises. As a result, registered 
metered water consumption reduced by some 75%.  Water supply lines were repaired, leaks were found and plugged, 
the production of polyethylene pipes started – they are widely used nowadays for construction of new pipelines and 
replacement of old ones. The computer control system for water supply to the city and automatic pressure monitoring 
were introduced. The water company pays special attention to communication with consumers; meetings with 
condominiums, motivation of accurately paying consumers, provision of benefits for veterans, sponsor aid, information 
about the company operations became customary for residents. Water Resources – Marketing, LLP is now evaluating 
the opportunity of attracting a long-term loan to implement its investment program.  

On the opposite side, the transfer of the water supply company in Ust-Kamenogorsk for trust management is a 
negative example of public private partnership. In 2004, public enterprise “Oskemen-Vodokanal” was transferred to 
trust management for 25 years to Almaty company IR-Group, LLP. Even during the tendering process rules of transfer 
of water supply facilities for lease and trust management were violated. However, government expectations about 
enhancement of efficiency and reliability of Ust-Kamenogorsk water supply and sewerage networks failed, and in 2007 
the regional administration terminated the contract with IR-Group, LLP, and Oskemen-Vodokanal was returned for 
public management. KZT 10 million (equal to € 26,000) were allocated from the budget to repay the company‟s debt 
for electric power that amounted to KZT 28 million (€ 129,000). In addition to the debt, the company had a lot of other 
problems – almost 100% wear of main assets, personnel turnover and understaffing, and low salaries. Nowadays, the 
program of Oskemen-Vodokanal rehabilitation is under development.  

Source: OECD/EAP Task Force (2010c). 

 

115. In Kyrgyzstan, Moldova, Tajikistan, and Uzbekistan, private sector participation in WSS is either 

non-existent or very modest, even though there is a declared political will to facilitate PSP. Finally, in 

Azerbaijan, Belarus and Turkmenistan, the WSS sectors have remained strongly centralized and private 

enterprises are not invited to operate water services. 

Types of contracts, operators and bidding results: results from an OECD survey 

116. In order to evaluate PSP trends in the region, the OECD carried out a review of 30 PSP contracts 

for water and sanitation services, examining the nature of the contracts, the contract award process and the 

institutional context, to evaluate whether or not such context facilitates or hinders PSP.
14

 Key results from 

this survey are presented below.  

117. The survey found that a wide range of contractual forms have been used in the region, as shown 

on Figure 24 below. Two thirds of the contracts in the survey were lease agreements: this form of contract, 

with no or limited investment obligations for the private operator, has been the preferred PSP contract form 

in the Russian Federation and in Kyrgyzstan so far, as shown on Figure 25. In addition, there were four 

management contracts, three concession contracts (with investment obligations), two divestitures and one 

trust management agreement (equivalent to a management agreement). Kazakhstan, Armenia, Georgia and 

Ukraine used various types of contracts, with a predilection for management contracts in Armenia. 

                                                      
14

 See OECD (2010c).  
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Figure 24. Types of contracts with private operators concluded during 2000 - 2008 in EECCA  
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Figure 25.  Types of contracts signed with private operators during 2000-2008, by country 
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118. There was also a broad diversity in terms of the types of private sector operators. In Armenia, 

Georgia and Uzbekistan, contracts were signed only with international private operators. By contrast, in 

Russia and Kyrgyzstan, contracts were signed with domestic private operators only. 

119. Competitive tendering remains a minority. The survey found that less than half (40%) of the 30 

contracts reviewed by the OECD had been signed following some sort of competitive process. Armenia, 

Georgia and Uzbekistan relied only on competitive selection of private operators, as shown on Figure 26 

below, whereas direct negotiation was the norm in the Russian Federation. In Ukraine, some contracts 

were granted through competitive tenders (e.g. Odessa and Lugansk); however, criteria for selecting the 

winner were not always appropriate or transparent. Transparent competitive tendering for PPP contracts 

requires expertise and generates substantial costs. In Armenia, assistance provided by international 

consultants played a crucial role in the process. 
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Figure 26.  Competitive contracts with private operators during 2004 - 2008, by country 
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Source: OECD (2010) 

The impact of PSP has been varied, with some successes and failures  

120. Public-private partnership mechanisms have often failed to meet expectations. Part of the issue 

may have been related to unrealistic expectations with respect to PSP. At the start of the decade, PSP was 

sometimes wrongly construed as a way to mobilise financing for investments in the sector. However, the 

ability for private operators to bring in financing depends on the type of contracts used, as only 

concessions require operators to finance investments. In addition, investments by private operators 

ultimately need to be repaid and generate a return for investors. Unrealistic expectations with respect to the 

private operators‟ ability of improve the financial situation of a company partly led to the failure of a lease 

agreement in Ukraine, for example, as set out in Box 11 below.  

121. Rather than considering PSP as a way to bring in substantial financing, PSP can be viewed as a 

way to enhance performance and increase efficiency. The ability to deliver results largely depends on 

whether the contracts include incentives to improve performance, however, and on whether a supportive 

framework is in place. The role of the public sector in establishing a supportive environment for private 

operators is absolutely essential, as set out in the OECD Checklist for Public Action (OECD, 2009d). 

Experience shows that private operators can play an important role as the “agents of positive change” in 

the institutional and legal frameworks. 

122. Across EECCA, where an adequate enabling environment has been created, involvement of 

private operators has helped to substantially improve the performance of water utilities.  For example, 

while data on the performance of private operators in Russia do not show a superior performance by 

private operators vis-à-vis municipal water utilities, private operators have in many cases been “agents of 

positive change” in the sector (see Box 9 for more detail). In Kyrgyzstan, a small domestic private operator 

in Kant city managed to transform the local water utility (vodokanal) from a chronic loss-maker into a 

profitable entity. In Armenia, the international private operator (SAUR) substantially improved the 

performance of the Armenian Water and Sewerage Company (AWSC) and similar results were achieved 

by the PPP in Yerevan (see Box 8for more detail). 
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Box 11. Early termination of a lease agreement in Ukraine 

In 2006, a 49-year lease agreement was concluded between Kirovograd vodokanal utility company and a private 
operator, Water Services, LLC. The main factor which led to the signing of the lease agreement was that the local 
government had no funds to ensure continuous and adequate water supply services to local residents and to repair 
and upgrade of water supply networks.  

Following the signing of the lease, the company‟s financial and economic status continued to deteriorate. The 
leaseholder accumulated a large debt (about UAH 8 million or Euros 700,000) for power supply and purchased water, 
tax arrears and other payables. As a result, water supply continuity dropped from 24h hours to intermittent supply.  

Inefficient use of funds by the leaseholder and incomplete cost coverage through the tariff was one of the 
reasons that contributed to this deteriorating financial situation. In 2008, user charge revenues covered 73% of the 
average costs of water services and 85% of the costs of sanitation services. Because of the poor quality of service, 
consumers refused to pay their water bills in full. The tariff collection rate fell to 86%, and user charge revenues 
covered just 40% of water production costs. 

For two years, the Kirovograd City Council Executive Committee failed to review tariffs or grant subsidies and did 
not allow the leaseholder to use national government subsidies to cover the difference in tariffs. Tariffs were increased 
only once in April 2008. The tariff for domestic customers was increased from UAH 2.94 to UAH 4.66 per m3 
(respectively 0,38 €/m3 and 0,60 €/m3) whilst the tariff for public organizations was increased to UAH 5.93 per m3 and 
for other customers to UAH 8.61 per m3.  

It appears that the leaseholder did not seek to improve the efficiency of company‟s operations, by decreasing 
power and resource consumption. At the same time, the lease agreement did not contain requirements to invest into 
the development of utility infrastructure facilities. 

In February 2008, the lease agreement was terminated by Court Order. 

Source: OECD/EAP Task Force (2010c). 

 

Progress needs to be made in institutional reforms vis-à-vis private sector participation 

123. This evidence suggests that attracting private business into the WSS sector can be an important 

way to enhance efficiency, and to improve the quality and reliability of WSS services. However, for the 

sector to become attractive for private operators and for substantial improvements to be delivered via PSP, 

OECD/EAP Task Force (2010) highlighted that a number of concerns have to be tackled, including: 

 Political risk remains a concern in the region. For instance, in Russia some PPP contracts were 

canceled after municipal elections; 

 Realistic targets need to be set, as over-ambitious plans lead to diseconomies and 

disappointments; 

 Water tariffs need to be predictable, as this is a key condition to attract private operators, 

particularly if they are to invest in the sector;  

 Lack of information about the status of the infrastructure can generate uncertainties for both 

investors and operators; 

 Lack of competition can hinder the successful development of PPPs; 
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 Over-fragmentation of water services can create diseconomies of scale and scope. Possible 

solutions entail consolidating utilities at regional level or pooling services to invite one operator 

in a larger area. 

124. OECD/EAP Task Force (2010) found that Armenia showed the highest level of conformity with 

the OECD Checklist for public action (with a score close to 68%), whilst Russia and Georgia obtained a 

score of 40%. but that a number of countries still had substantial improvements to make.  

Reducing corruption and improving transparency in the sector  

125. Governance of the water and sanitation sector in the EECCA region is plagued with fragmented 

responsibilities, usually weak connections with decision makers in the area of the budgetary and public 

finance, and lax enforcement monitoring and compliance. This has resulted in perceptions of corruption in 

the sector. One potential way to address such corruption issues is to improve overall transparency.  

Tackling corruption in WSS in EECCA 

126. Corruption remains an issue in EECCA in general and in water supply and sanitation specifically. 

The Corruption Perceptions Index (CPI) ranks countries/territories according to how corruption is 

perceived to exist among public officials/politicians; it is based on surveys in 180 countries and territories. 

As shown on Table 5 below, EECCA countries‟ CPI scores are low by international standards, with eight 

of the twelve EECCA countries rank in the bottom 25% of the CPI. 

Table 5. Corruption Perception Index and ranking for EECCA countries (2009) 

Country  
CPI 

2009 Score 
Rank Country  

CPI 
2009 Score 

Rank 

Armenia  2.7 120 Russia 2.2 146 
Azerbaijan  2.3 143 Tajikistan  2.0 158 
Belarus  2.4 139 Turkmenistan  1.8 168 
Georgia  4.1 66 Ukraine  2.2 146 
Kazakhstan 2.7 120 Uzbekistan  1.7 174 
Kyrgyzstan  1.9 162 Finland  8.9 6 
Moldova 3.3 89 New Zealand  9.4 1 
Source: Transparency International (2010). Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly 
corrupt. The country deemed to be most transparent in 2009 was New Zealand with a score of 9.4. 

127. In the water sector, Transparency International associates „grand‟ corruption with the 

award/implementation of large contracts; „petty‟ corruption is usually associated with transactions between 

utilities staff and consumers (household connections, metering, billing, payments). High values of 

unaccounted-for-water are an indication that „petty corruption‟ is an important issue in the WSS sector. In 

addition, the fact that a high proportion of PSP contracts have been directly procured rather than 

competitively tendered (as discussed above) is also a potential indicator of corruption. According to a 

study by Transparency International ( Transparency International, 2010),  corruption can raise the price for 

connecting households to a water network by as much as 30 % in developing countries 
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Increasing transparency in the water sector to address corruption 

128. Increasing transparency is usually considered to be a good remedy against corruption, and the 

Almaty Guiding Principles stressed the importance of establishing an effective, efficient and transparent 

institutional framework in that respect (see Box 5 on these principles). Alleviating corruption and 

enhancing transparency are complex and multifaceted issues, which can only be partially covered in this 

report.
15

 Much remains to be done to ensure transparency in the WSS in EECCA. 

129. To alleviate corruption, Transparency International has worked with countries to develop 

“Governance Improvement Plans”, which integrate a comprehensive package of anticorruption tools, 

including risk mapping, baseline surveys, compliance plans and disclosure elements. In developing such 

plans in WSS, Transparency International advocates an active role for all stakeholders including 

Government, regulators, water utilities and other water services providers, the private sector, organizations 

providing financing (IFIs, bilateral donors, and commercial banks), consumers, CSOs and the media. 

130. The OECD Principles for Private Sector Participation in Water Infrastructure provide additional 

insight, based on international best practice, on how transparency can be improved in the water sector. Two 

principles explicitly refer to this dimension. One considers transparency and fiscal discipline as criteria on 

which to base decision on the status of the operators of water utilities. A second principle refers to fair, 

non-discriminatory and transparent awarding of contracts for water utilities. A recent review of the 

performance of selected EECCA countries vis-à-vis these principles indicates that Armenia shows fair 

conformance with both principles. Russia and Kazakhstan show partial conformity only, with both 

principles. Georgia and Ukraine show a mix profile, with partial conformance only vis-à-vis the first 

principle, and fair conformity with the second. 

131. In parallel, private operators are encouraged to enhance the transparency of their activities. 

Recent work on private sector participation in WSS in EECCA suggests two ways forward: a contract may 

include a provision urging the private operator to publish annual reports presenting basic performance 

indicators and outcomes. A more radical solution is the adoption of a law on business information 

disclosure standards, in general, and on standards regulating the disclosure of information by enterprises 

operating in natural monopoly industries, including WSS, in particular. 

                                                      
15

 This section builds on recent public information produced in the context of an OECD/EAP Task Force project on 

Public Sector Participation in the water sector in the EECCA region. This project included a presentation 

by Transparency International of the status of corruption in EECCA countries (Transparency International, 

2010). 
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CHAPTER 4 - HOW IT HAS BEEN FINANCED: EXAMINING FINANCIAL FLOWS  

 
KEY MESSAGES 

One critical factor that may account for poor performance is that the water supply and sanitation 
sector in EECCA is chronically underfunded. Tariff and collection rates remain low and utilities are 
short of funds available for investment. As a result, service quality and asset condition have been 
deteriorating for more than 20 years, as has been shown in previous sections of this report. In EECCA 
countries, between 50 and 90 per cent of water utility revenue is currently generated by user charges. The 
remainder only partly comes from public budgets and ODA: this leaves open a substantial funding gap 
which, in effect, is “funded” via under-investment. Tariffs have been kept artificially low and public 
expenditure has not increased so as to cover the gaps. Official Development Assistance (ODA) plays a 
major role in financing WSS in some EECCA countries, although it is more limited in others. Repayable 
financing from private sources remains very low, although the private sector has made substantial capital 
investment commitments in recent years in the Russian Federation.  

If the situation of WSS services is to improve going forward, it will be important to assess in detail 
where funding to close the financing gap is going to come from. The first source of funding may 
come from improvements in operating and investment efficiency and a readjustment of standards and 
targets. Second, the scope for increasing tariffs (whilst taking account of affordability constraints) should 
be further explored. Finally, additional sources of finance will need to be mobilised. To mobilise public 
funding, this will require adopting appropriate budgeting processes and demonstrating the benefits that 
may reaped for the economy as a whole from investing in the water and sanitation sectors. To attract 
private repayable financing, it will be essential to improve the overall policy context, so as to reduce the 
perception of risk by private operators and their financiers.  

 

132. This chapter reviews how the water and sanitation sector in EECCA countries has been financed 

over the last decade, examining each source of finance in turn. As set out by OECD (2009), there are three 

main sources of finance to cover the costs of delivering water and sanitation services including tariffs, 

taxes, and transfers from other countries in the form of official development assistance (ODA). These are 

referred to collectively as “the 3Ts”. In addition, repayable financing, from either public or private sources, 

may help close the financing gap during an intermediary period although ultimately they need to be repaid 

from revenues generated by the 3Ts.  

133. The chapter then stresses the importance of evaluating where financing is going to come from if 

the current situation of deteriorating assets and service quality is going to be reversed. Doing so will 

require conducting strategic financial planning at national level, as some countries in the region have done.  
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Tariff revenues 

134. In most EECCA countries, tariffs do not produce sufficient cash revenues to allow sustainable 

cost recovery. In fact none of the water companies is currently able to generate any significant amount of 

cash flow from operations to finance needed capital expenditures. For example, in Ukraine in 2009, the 

average tariff for households covered 79% of operating costs, compared to 90% in Uzbekistan. In Russia, 

tariffs covered 94% of water supply operating costs, and 87% of sewerage operating costs. 

135. A main factor leading to this inability to cover costs is that water tariffs for the majority of 

EECCA water companies are at relatively low levels, as shown on Table 6 below.  

Table 6. Average tariffs in EECCA, selected countries (all consumers) (EUR/m3) 

 2007 2008 2009 

Armenia 0.326 0.357 0.427 

Moldova 0.450 0.570 0.615 

Ukraine 0.331 0.420 0.590 

Uzbekistan 0.024 0.033 0.054 

Source: survey of WSS services in EECCA countries conducted by the OECD (2011). Tariffs have been converted into Euros 
applying annual average exchange rates.  

136. Such inability to cover costs subsists despite substantial WSS tariff increases throughout the 

region. For example, over 2001-2009, in many EECCA countries, with the exception of Kazakhstan and 

Tajikistan, tariffs for WSS services have grown in general faster than inflation measured with the 

Consumer Price Index (CPI), as shown on Table 7 below. As the tariffs started from relatively low levels, 

these tariff increases have not been sufficient to reach cost-covering tariff levels in most EECCA countries.  
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Table 7. Consumer price index versus price of WSS services in selected EECCA countries (2001-09) 

Index: 100=2000 

Country  Index 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Armenia  CPI 103 101 105 107 101 103 104 105 103 

 
CPI for 
WSS 

100 102.1 100 184.3 126.9 122.9 100 100 100 

Azerbaijan  CPI 102 103 102 107 110 108 117 121 102 

 
CPI for 
WSS 

100.7 105.2 100.9 100 191.5 102.3 201.7 100.1 100.7 

Belarus  CPI 161 143 128 118 110 107 108 115 161 

 
CPI for 
WSS 

192.3 206.9 125.8 105.6 139.2 109.9 100 138 192.3 

Kazakhstan CPI 108 106 106 107 108 109 111 117 108 

 
CPI for 
WSS 

103.8 109.6 107.3 101.8 101.7 115.4 105.9 103.8 103.8 

Moldova  CPI 110 105 112 112 112 113 112 113 110 

 
CPI for 
WSS 

136 139.6 117.8 123.3 101.4 119.6 134.4 157.1 136 

Russia CPI 121 116 114 111 113 110 109 114 121 

 
CPI for 
WSS 

163.4 150.3 132.3 131.1 136.2 119.7 115.7 116.1 163.4 

Tajikistan  CPI 137 110 117 107 108 112 122 120 137 

 
CPI for 
WSS 

100 109.8 116.5 138.2 109.4 100.6 127 141.2 100 

Source: calculated based on data presented in the “CIS in 2008: statistical yearbook” (Inter-State Statistical Committee of CIS, 2009).  

137. In Armenia, the gradual tariff increases were accompanied by substantial improvements in key 

performance indicators, including regularity of drinking water supply (hours per day) and specific 

electricity consumption (kWh per m3) (see Khachatryan, 2009). 
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Box 12. Tariff increases in Armenia 

Starting from 1998, the tariffs for services provided by the Armenian companies YWC and AWSC have been 
periodically revised. Since 2003, the tariff levels have increased more than 3-fold in some Armenian water companies, 
as shown on Table 8 below. 

Table 8. Average tariff levels (US cents) in Armenia, selected companies (2003-2009) 

Name of 
Companies 

2003 2004 2005 2006 2007 2008 2009 

YWC 15.4 24.6 34.2 47.2 47.2 47.2 49.5 

AWSC 13.3 27.3 38.3 38.3 38.3 38.3 49.1 

 

These tariff increases were implemented with a very comprehensive approach: 

 An affordability check is usually conducted before each tariff increase. The household budget expenditures 
for water services in general are not very burdensome for the population. Low income households‟ 
expenses for the water supply and wastewater are well below 3 or 4 per cent of their total expenses.For the 
cases where the actual tariff is higher than it was envisaged by tariff forecast, a program for assistance to 
vulnerable households is prepared in parallel. It should also be noted that there is a family income support 
system in the Republic targeted to the poor which is considered to be quite effective 

 The main phase of tariff increases coincided with the process of water meters installation and application of 
the Law on setting privileges for payment. Taking this into consideration together with the tariff increases, 
the volumes of consumed water went down.   

 In cases where a sharp tariff increase is envisaged in connection with the introduction of private sector 
involvement, the tariffs are raised gradually before starting the PPP in order to prevent negative attitude 
towards the private operators and the whole process of PSP. For example, in the case of the Yerevan Water 
Company, the tariff rate was increased by about 39% before the PPP contract was signed. In the case of 
AWSC, it was increased by 29%. The aforementioned tariff increases have created favourable situation for 
the operators who have not taken the full risk of possible consequences related to the tariff increases, as a 
result of the PSP project. 

In order to create conditions for the financial sustainability of water companies,  the following measures have also 
been undertaken: 

 Introducing and enforcing sanctions for non-payment; 

 Phasing out non-cash forms of payment (this has already been done in all WSS companies);  

 Settling outstanding payments by public organizations to the companies; 

 Developing a program for gradual tariff increases to cover operation, maintenance, rehabilitation, and 
ultimately investment costs. 

Source: Khachatryan G. (2010) 

 

138. In some other EECCA countries, fast tariff increases have not always been accompanied by 

substantial improvements in the state of WSS infrastructure and services. The case of the Russian 

Federation is particularly instructive as, according to official statistics, in 2001 the WSS tariff covered 

some 62% and 63% of the costs of production and distribution of water supply and water sanitation 
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services, respectively. In this situation, a steep tariff increase over the period was expected to generate 

revenues sufficient to fully cover O&M costs and finance some capital investment in rehabilitation of WSS 

infrastructure. However, data on the share of outdoor networks which require urgent replacement suggests 

that increased revenues were used otherwise (see figure below). 

Figure 27.  WSS networks which require urgent replacement in Russia  

as % of total length of the networks 

 

Reforms of tariff-setting methods and institutions 

139. In such a context, the water sector needs to adopt tariff policies so that tariffs are set at levels that 

are affordable, fair and equitable and provide incentives for economic use of water, and for improving 

efficiency of water and wastewater utilities. 

140. A number of countries have made significant efforts to improve their tariff-setting frameworks 

with the objective of better reflecting the economic realities, as well as seeking to insulate tariff-setting 

from excessive political interference. A few examples of recent tariff reforms are provided below.  

141. In Armenia, utility rates were not sufficient up to now to cover operation and maintenance costs. 

Depreciation has been understated because of a low book value is taken for fixed assets commissioned 

before 1992. Though water utility rates vary for WSS operators, the same tariff applies to all users in the 

serviced area. The transition to full O&M costs-covering tariffs is one of the government‟s primary 

objectives. Water tariffs have been occasionally revised over the past years. Water bills have not risen in 

the same proportion, however, probably because of the simultaneous reduction in water consumption 

following the introduction of metering. Hence, some water which was previously billed to customers now 

is correctly accounted as actual water loss. 

142. Kazakhstan took action to better regulate tariffs for utilities that belong to natural monopolies. 

Amendments to the law “On Natural Monopolies and Regulated Markets” were adopted that envisaged an 

“investment tariff” and the setting of a maximum tariff level by an authorized body. Tariffs are to be based 

on the rate of return on the regulated assets. Introduction of a stable mid-term tariff can attract investors: it 

sets a range within which natural monopolies can operate, with the requisite that the utility implements an 

approved mid-term investment programme. However, the criteria for approval of a 5-year tariff are so 

stringent that not every company can meet them. 
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143. In Russia, the federal law “On the Fundamentals of Tariff Regulation in the Utility Sector” (210-

FZ) was the first stage in the creation of a new system of regulation promoting the inflow of private 

investments for development and modernization of infrastructure and reduction of production costs.  

144. Not all attempts to improve tariff regulation have been successful, however. For example, in 

Ukraine, the resolution of the Cabinet of Ministers “On Approval of the Procedure for Tariff-Setting for 

Public Water Supply and Sanitation Services” was adopted to define the procedure and method of tariff 

calculation for water supply and sanitation services. The method bans the covering of costs required to 

upgrade the infrastructure, and does not provide incentives for energy saving. It follows that the resulting 

tariff regulation is not aligned with sector development objectives, and does not provide favourable 

conditions for the development of an appropriate infrastructure. 

145. In Uzbekistan, the state adjusts the prices of water services delivered by natural monopolies. The 

State Committee on De-monopolization, Competition and Business Support, jointly with the Ministry of 

Finance, supervise the activities conducted by natural monopolies. The Ministry of Finance delegates the 

right to set utility tariffs and their threshold levels to financial departments of regional khokimiyats
16

. The 

water tariffs are often raised incrementally. This method does not consider factors as inflation or 

depreciation of assets, which in turns does not allow generating sufficient tariff revenues to maintain 

existing infrastructure, let alone invest in new infrastructure.  

Towards more optimal tariff structures for the water sector  

146. Reform of water and sanitation tariff structures could also be envisaged, as many companies tend 

to have uniform tariffs that apply to all customers. According to the results of a survey conducted by the 

OECD (2011), in some countries, such as the Russian Federation, the deficit generated by low household 

tariffs used to be partly covered by higher tariffs for industrial customers. These practices have become 

less prevalent in Russia, however, and most regions in now apply uniform tariffs for all customer groups. 

By contrast, in Ukraine, industrial users are charged higher average tariffs than domestic customers, with 

average industrial tariffs covering 113% of O&M cost recovery tariffs whilst domestic tariffs only cover 

78.7% of O&M cost recovery tariffs. In Moldova, average industrial tariffs are roughly 3 times higher than 

average household tariffs.  

147. In many EECCA countries, the topography varies greatly which means that serving people in 

different geographical areas can generate very different costs. Some service areas can be served with 

gravity systems (as is frequently the case in Armenia, Georgia and Kyrgyzstan), while others require 

significant electricity for pumping water. In addition, service levels vary: some customers are supplied 

water on a continuous basis, while others receive scheduled service for a few hours per day. 

148. Alternative rate designs could be considered in order to generate additional tariff revenues. These 

could include a uniform minimum tariff, with a surcharge for customers in high cost areas or higher tariffs 

for certain customer groups; separate fixed charges to cover the cost of metering, billing and collecting 

tariffs; or negotiated tariffs for large water users in low cost areas. Reforming tariff structures also requires 

taking into account the affordability constraints that may exist for certain groups of customers.  

Evaluating affordability constraints for WSS in EECCA  

149. In spite of fast tariff increases over 2001-2008, on average, WSS services have remained 

affordable for the population, partly thanks to the spectacular increase in household real incomes over the 

period. Table 9 below presents data on the share of expenditure for WSS as a percentage of average 

                                                      
16 Regional or municipal government in the Republic of Uzbekistan. 
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household disposable income. Detailed analyses in selected countries, in the context of National Policy 

Dialogues, have shown that water bills remain below the affordability thresholds agreed in the country (as 

shown on Figure 28 below). 

Table 9. Average monthly bill for WSS services in selected EECCA countries 

as percentage of average household income 

Country  2001 2002 2003 2004 2005 2006 2007 2008 2009 

Armenia  0.6% 0.6% 0.5% 0.8% 0.9% 1.0% 0.9% 0.8% 
 

Belarus  0.5% 0.5% 0.6% 0.5% 0.7% 0.6% 0.5% 0.5% 
 

Kazakhstan 0.9% 1.0% 0.9% 0.7% 0.6% 0.6% 0.5% 0.4% 
 

Kyrgyzstan  2.0% 2.0% 1.6% 1.4% 1.3% 1.3% 1.2% 1.2% 
 

Moldova  3.4% 3.1% 2.3% 2.6% 1.9% 2.1% 2.0% 2.2% 
 

Russia 1.0% 1.3% 1.4% 1.4% 1.5% 1.5% 1.4% 1.3% 
 

Tajikistan  0.7% 0.6% 0.7% 0.9% 0.8% 0.7% 0.8% 
  

Source: calculated based on data presented in the “CIS in 2008: statistical yearbook” (Inter-State Statistical Committee of CIS, 2009). 

Figure 28.  Share of household income spent on water services in selected EECCA countries 

 

 

Source: OECD, Financing Strategies for Water Supply and Sanitation Sectors in Moldova, Georgia, Kyrgyzstan and Armenia. 

150. At national levels, water bills remain below 2% of household incomes, except in Moldova. This 

suggests that, in most EECCA countries, there is still room for further tariff increases, provided that 

increasing tariffs are accompanied with improved WSS services and infrastructure. These analyses were 

conducted before 2008, however, and it is possible that the economic and financial crisis has eroded some 

of these opportunities for tariff increases since. Economic growth in 2000-2008 by all EECCA countries 

resulted in substantial increase of nominal household income, as shown on Figure 29 below. It remains to 
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be seen whether this positive trend will be substantially undermined by the recent economic and financial 

crisis, however.  

Figure 29. Average nominal household income 

Euros per person per month (2001-2009) 

 

Notes: Average final consumption expenditure of households (taken from National Accounts, table on Use of GDP) was used as a 
proxy for household disposable income. Taking into account that most EECCA countries have a substantial “shadow” economy, plus 
that some of them are highly dependent on remittances from their citizens working abroad, this indicator is a better proxy than official 
statistics on household money income and on (officially paid and taxed) salaries.   

Source: calculated based on data presented in the “CIS in 2008: statistical yearbook” (Inter-State Statistical Committee of CIS, 2009), 
applying average annual exchange rate.  

151. In spite of substantial increase in average nominal income, however, many households can still 

be qualified as poor. This is illustrated by the share of disposable income spent on food stuff (a commonly 

agreed threshold is that poor households spend for food more than half of their income). 
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Figure 30.  Share of expenditure on food stuffs in total household consumption expenditure  

 

Source: calculated based on data presented in the “CIS in 2008: statistical yearbook” (Inter-State Statistical Committee of CIS, 2009). 
The data is based on household budget surveys, for representative samples. 

152. In addition, average figures mask huge income and regional disparities in most EECCA 

countries, as well as differences in the service level, unit costs and tariff rates. The box below provides 

evidences from the Russian Federation. 
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Box 13. Affordability constraints and regional disparities in Russia 

Tariffs in the Russian water and sanitation sector have risen significantly faster than the inflation rate over the last 
decade. Therefore, affordability constraints have become an important issue for the Russian population.  According to 
analysis by Martusevitch (2008), in 2001, the WSS bill exceeded 3.5% of total household expenses (which 
corresponds to the affordability threshold defined by the OECD) only for 10% of the population, while in 2006, the WSS 
bill exceeded the affordability threshold for 70% of the population. 

Table 10.  Affordability constraints in the Russian Federation  

Expenditu
re on 
water 
supply 
and 
sanitation 

Households grouped into deciles by average disposable income per capita in 2001 

I II III IV V VI VII VIII IX X 

3.5 3 2.6 2.4 2.3 2 1.7 1.5 1.4 1 

Expenditu
re on 
water 
supply 
and 
sanitation 

Households grouped into deciles by average disposable income per capita in 2006 

I II III IV V VI VII VIII IX X 

6.9 6.8 6.2 5.5 5.1 4.5 3.6 3 2.6 1.8 

 

These figures are highly correlated with regional disparities: for instance, in 2006, the proportion of households 
receiving public subsidies (housing and utility services allowances) varied from 1.7% in Smolensk oblast (province) to 
40.6% in the Republic of Ingushetia. 

Source: Martusevitch R. (2008) 

 

153. A more detailed site-specific “micro affordability analysis” is therefore needed in some cases, to 

take into account regional variations in income, income distribution, level of service, unit costs as well as 

in tariff rates. Data on two selected case-studies in which this type of analysis was carried out is presented 

in Box 14 below. The objectives of these studies were to assess the level of population satisfaction with 

existing water supply services and to estimate the expenditures incurred by the households for water supply 

and sewerage, as well as households‟ willingness and ability to pay more for improved services. 
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Box 14. Examples of micro-affordability analysis 

Armenia  

A survey of the users of water and wastewater services in Echmiadzin and Hrazdan was conducted in March-
April 2006 on the basis of a sample of  households. The total population of the cities was 13,038 and 14,623 people, 
respectively, while the sample size made up to some 400 households in each city. Key results of the survey have been 
as follows:  

 In each city, a substantial share of households consider themselves as poor; 

 A substantial share of the population (from 9.8% in Razdan to 19% in Echmiadzin) receives poor quality 
water often, or almost every day, and from 10% to 43% of households surveyed in each city were not 
satisfied with various aspects of the water supply service (foremost, with long interruptions in supply, low 
pressure, poor taste and smell, colour and sediments); 

 The share of households willing to pay for improved water supplies amounted to 29.1% in Razdan and 42% 
in Echmiadzin, whereas 80 to100% of well-off households were ready to pay more. For the lowest quintile 
(households with least income), this share was just 7.6% in Razdan and 38.5% in Echmiadzin. 

Moldova 

The survey on “Population Willingness and Ability to Pay for Water Supply Services” was carried out by the 
National Bureau of Statistics in 2006 in two small towns, Causeni and Nisporeni, with a population of 17,685 and 
12,040 respectively. The share of the population with access to piped water supply (PWS) amounted to 27.7% and 
67.5% respectively. A representative sample size of 412 households was used, based on random selection procedure. 
Key results of the survey are as follows:  

 On average, expenditure for water supply amounted to 3.8% of total household expenditure (for final 
consumption) in Causeni and 5.4% in Nisporeni; these figures are above internationally agreed threshold 
(between 3-5%). Importantly, almost half of this expenditure is for buying bottled water and for other 
alternative sources of water supply, due to poor quality of piped water supplies;  

 A substantial share of the population (35-40%) experience problems with water supply not only occasionally, 
but often on a daily basis; 

 Due to problems with water supply, households in both towns would be willing to pay more provided that 
service quality is improved (see table 11 below). 

Table 11. Ability and Willingness to Pay for Improved PWS Service, 2006 

Income  Mean income (Lei per month) 
Per Household 

Percentage of Income Households are Willing to 
Pay for Improved PWS Service  

Quintiles  Nisporeni Causeni Nisporeni Causeni 

1 532 622 7.1 5.0 

2 989 1.260 5.2 1.8 

3 1.602 1.736 4.2 2.1 

4 2.517 2.367 2.8 1.6 

5 3.773 3.737 1.8 1.4 

Total  1.843 1.915 3.2  1.7 
Source: OECD/EAP Task Force, 2008 

In both towns, households are willing to pay on average 35.6% to 55.2% more than what they are currently 
paying for improved piped water supply. In Nisporeni, where problems with piped water supply are more severe, lower 
income households are willing to pay between 5% and 7% of their income for improved services. 

Source: OECD/EAP Task Force, 2008 
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154. In conclusion, the social dimension of WSS policy remains very topical for EECCA countries, 

especially with respect to tariff policy. It implies that affordability checks should always be included in the 

determination of tariffs and that social support systems targeted to the poor should be considered (or 

strengthened where already exist), wherever possible so as to make it possible to increase average tariffs 

towards cost-covering levels whilst not affecting poor customers negatively.  

The role of domestic public spending  

155. Public spending still plays a crucial part in financing water and sanitation in all countries, and the 

EECCA region is no exception. In most OECD countries, public spending is focused on investment in 

heavy maintenance, repair, or renewal of infrastructures. Public spending can also be used to address 

affordability issues, in which case public funds have to be targeted to the people who most need it, in a cost 

effective and socially appropriate manner.  

156. In EECCA countries, significant state transfers (financed from taxes) are used to cover the 

shortfall between tariff revenues and costs, thus leading to the provision of operation and maintenance 

subsidies, rather than on capital expenditure. A key issue with such transfers is that the amounts effectively 

disbursed are often lower than those committed, which results in a high degree of unpredictability of water 

and sewerage utility providers. For example, in Armenia, only about 20% of the committed funds for 

operational subsidies had been effectively disbursed in 2008 and 2009. Over time, central governments are 

looking to decrease such transfers to the utilities. They are particularly keen to do so in the context of the 

current economic and financial crisis, which makes competition over scarce budgetary resources even 

fiercer.  

157. With respect to capital investments, public funds can represent a significant share. In the Russian 

Federation, for example, public transfers from various levels of government account for more than 50% of 

the value of capital investments in the WSS sector. For example, in 2009, total capital investments in the 

water sector were estimated at 57,190 million Roubles (1,570 million Euros) and public budgets had 

funded roughly 50% of that total. Part of these transfers was channelled via the Russian Federation 

Investment Fund, as detailed in Box 15 below. 
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Box 15. The Russian Federation Investment Fund 

To promote the refurbishment of the utility infrastructure, the Russian government has recently taken several 
measures to create mechanisms for financing some projects in the utility sector. Inter alia, the Russian Government 
approved the sub-program “Upgrade of Utility Infrastructure Facilities” of the 2002-2010 federal targeted program 
“Zhlishche” (Housing). For the implementation of the 2006-2010 sub-program it is planned to allocate from the federal 
budget RUR 28.14 billion (about € 800 million). The main objectives of this sub-program were the following: 

 Refurbishment of utility infrastructure facilities,  

 Enhancement of efficiency of utility infrastructure management,  

 Mobilization of funds from non-budget sources to finance utility infrastructure projects.  

As part of these reforms, the Russian Federation Investment Fund was established (initially, it amounted to RUR 
69.741 billion or € 2 billion). The funds are allocated on a competitive basis for implementation of investment projects 
of federal and regional importance on the conditions of public private partnerships.  

Only very large projects (total project costs should be no less than RUR 5 billion and RUR 500 million for the 
whole period of implementation of federal and regional project, respectively) may apply for financing from the 
Investment Fund. The procedure for project preparation for review by the Investment Fund is very costly and time 
consuming. As of 2010, out of all large-scale private operators in the water supply and sanitation sector, only the 
Evraziyskiy, OJSC, managed to get financing from the RF Investment Fund for its projects in Rostov oblast.  

Source: OECD (2010c). 

 

158. In Uzbekistan, whereas capital investment in the sector had remained at very low levels in 2007 

and 2008 (with 24.26 billion Sum [1,400 million EUR] and 17.49 billion Sum [1,010 million EUR] in 

those years respectively), amounts allocated increased more than six-fold in 2009 to reach 118.3 billion 

Sum [6,833 million EUR]. This is equivalent to 0.25% of GDP, which still remains low given the size of 

the challenge to upgrade services and maintain existing assets in working condition. Out of this total, the 

public budget contributed about a third, 45% came from international donors contribution and the private 

sector contributed less than 10%.   

159. Water supply and sanitation service provision has not been a high priority on many EECCA 

governments‟ political agenda up till now, however. Public spending allocations to the water sector have 

tended to be disconnected from the Medium Term Expenditure Frameworks (MTEF),
17

 and the sector has 

been receiving less and less domestic public funding allocations over the decade. A number of reasons can 

explain such under-prioritisation in government budgets:  

 Authorities may need time to realise that investing in the environment can bring economic 

benefits; 

 Water sector line Ministries may not be aware of the overall budgetary process and ill equipped 

to make the economic case for investment in the WSS. They often have unrealistic expectations 

about access to other sources of finance, and particularly about private financing. 

                                                      
17

 A Medium Term Expenditure Framework (MTEF) is a planning and budget formulation tool within which 

authorities establish credible contracts for allocating public finance to their strategic priorities, while ensuring 

overall public discipline. 



 ENV/EPOC/EAP(2011)1 

 71 

 Local governments do not always allocate investment to the sector, which they do not see as a 

priority.  

160. A major challenge concerning public spending for water and sanitation in EECCA will be 

improving the efficiency and cost-effectiveness of expenditure use and reducing leakage via corruption 

(see Chapter 3). The use of innovative financing mechanisms (such as bonds and loans), which is still very 

rare in EECCA countries, could also help attract new financial resources to increase impact of public 

financing. 

Official Development Assistance  

161. Official development assistance (ODA) is required to complement some of the funding gaps that 

remain in water supply and sanitation in the region. Some countries rely significantly on ODA to finance 

water and sanitation supply. For instance, 88% from total investment in WSS in Armenia came from IFIs 

and donors in 2009, whereas the rest came from public sources (on average between 2007 and 2009, public 

budgets had contributed about a third of capital investments with IFIs and donors financing the rest and no 

private sector investment).
18

 In addition to financing, ODA can have a leverage effect, stimulating reform 

and generating additional financial flows (from governments, banks or private investors). 

162. The two most significant elements covered by ODA in EECCA at present are for improving 

energy efficiency and building water supply and wastewater treatment infrastructure. According to the 

planned and agreed development assistance, these areas are likely to remain in focus for several years. 

WSS ranks particularly high among development agencies‟ priorities in Armenia, Azerbaijan, Georgia, 

Tajikistan and Uzbekistan. 

163. Assistance to the water supply and sanitation sector in EECCA countries over 2002-08 amounted 

to USD 1,176 million. The lion‟s share went to Kazakhstan and Azerbaijan (22.2% and 21.2% of total 

ODA respectively), followed by Armenia, Georgia and Tajikistan, as shown on Figure 31. In Kazakhstan, 

substantial international assistance was committed in 2002-2003 for the water sector.  

164. In general, the Caucasus countries have been the focus of international assistance, whereas 

Central Asian countries (like Uzbekistan or Kyrgyzstan) have received comparatively less assistance, even 

though their water sector is in the most critical situation. The renewed emphasis on water resource 

management provides additional opportunities to finance projects and reforms for wastewater treatment. 

However, corruption issues have sometimes limited the impact of ODA, and could curb further external 

financing (see Chapter 3 on the need for transparency). 

                                                      
18

 From the results of the OECD Survey on sector financing (2011).  
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Figure 31.  Volume and geographical distribution of ODA commitments to the water sector in EECCA 
(2002-08) 

        

Notes: Data refer to ODA from DAC donors and multilateral organisations to the water sector. This includes activities related to: water 
resources policy, planning and programmes, water legislation and management, water resources development and protection, water 
supply and sanitation, training in water supply and sanitation and solid waste management. Data until 2004 do not include aid to 
Belarus and Ukraine, which were added to the DAC list of ODA recipient in 2005. 

Source: OECD, Aid Activities Database (Creditor Reporting System), http://www.oecd.org/dataoecd/50/17/5037721.htm, accessed 2 
September 2010. 

165. Commitments for the EECCA water sector in 2008 were unexpectedly high. The upsurge in 

commitments was mainly due to ODA flows to Georgia (USD 138 million), which consisted mainly of 

ODA loans for municipal infrastructure project in Batumi from Germany BMZ and KfW (USD 40.7 and 

24.5 million respectively) and IDA loans for municipal infrastructure projects (USD 20 million) from the 

Millennium Challenge Corporation.  

166. In per capita terms, some countries have received higher levels of assistance than others, as 

shown on Figure 32 below. Armenia received the highest amount of aid per capita, with USD 70 

committed between 2002 and 2008, even though only USD 35 were effectively disbursed during that 

period. At the other end of the spectrum, Belarus, Turkmenistan and Ukraine received almost no 

assistance. On average, over the period 2002-2008, less than USD 9 per capita were committed through 

official development assistance programmes for water supply and sanitation in EECCA. Only half of them 

were disbursed in the period (USD 4 per capita). 
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Figure 32.  ODA commitments and disbursements in EECCA countries for WSS, per capita, 2002-2008 

per capita, 2002-2008 

  

 

Source: OECD, Aid Activities Database (Creditor Reporting System), http://www.oecd.org/dataoecd/50/17/5037721.htm , accessed 
2 September 2010. 

167. There also issues in terms of aid allocation within countries, as substantial ODA disbursements 

often go to big projects in the main cities, whereas needs are particularly felt in rural areas where the cost-

benefit ratio of interventions may be higher. However, this may be due to the fact that many donors are 

geared up to financing large projects and lack adequate ways to channel financing to over-fragmented 

water services in small towns and rural areas. As discussed in Chapter 3, Kyrgyzstan has been leading the 

way in this area with the creation of a Department of Rural Water Supply (DRWS), which has been able to 

successfully act as a channel for donor financing to the rural water sector.  

168. In addition, given the important amounts of ODA in some countries, external spending need to be 

better connected to budgetary processes, as they can sometimes distort existing national policies. Such 

coordination has been carried out particularly effectively in Georgia, as discussed in Box 16 below. 

http://www.oecd.org/dataoecd/50/17/5037721.htm
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Box 16. ODA in Georgia: An example of coordination between ODA and public spending 

As improvements in the WSS Sector in Moldova are, to a certain extent, donor and IFI driven, the donor 
community is an important stakeholder and counterpart in the sector. Several multi- and bilateral donors are active in 
Moldova‟s WSS Sector, and some of them are working according to their own internal guidelines and procedures in 
absence of stronger national structures, procedures and coordination. At present, the main donors active in Moldova‟s 
water sector are: ADA (Austrian Development Agency), CzDA (Czech Development Agency), European Commission, 
EBRD, KFAED (Kuwait Fund for Arab Economic Development), MCC (Millennium Challenge Corporation), SDC (Swiss 
Agency for Development and Cooperation), SIDA (Swedish International Development Cooperation), TIKA (Turkish 
International Cooperation and Development Agency), and World Bank. 

A Sector Coordination Council (SCC) has been established, inter alia, for the sector “Environment, Water and 
Sanitation”. The SCC is a platform for harmonization and coordination amongst the development partner community 
and the government, as well as for dialog in reaching consensus on key policy areas within the sector.  

Within the framework of the SCC, the mapping of all of the donors and their activities in each sector is an ongoing 
process. As part of the Investment Plan process, the following donors were visited and their plans for the next three 
years were discussed: World Bank, EBRD, TIKA, GTZ, SDC, ADA, and Czech Republic. Also as part of this process, 
the donors provided a mapping matrix, which summarized donor activities over the past 10 years. 

Source: OECD/EAP Task Force (2011b). 

Repayable financing from private sources 

169. In the last ten years, the private sector has provided only very limited repayable financing to the 

water and sanitation sector in the EECCA region. As discussed in Chapter 3, there have been a few cases 

of private sector participation (PSP) in the region but most of them have been management or lease 

contracts where the private sector has very limited risk and no investment responsibilities. According to the 

Private Participation in Infrastructure (PPI) database maintained by the World Bank, private operators 

committed a total of just over USD 2 billion in investments during the period 1999 to 2009, with a peak in 

investment commitments in 2005-7, as shown on Figure 33 below. It is important to note that these are 

investment commitments, however, and not effective investments: the database includes all commitments 

at contract signing date, when the investments would be carried out over the life of the contract, which in 

some countries such as Russia can be very long (up to 49 years in some cases).  

170.  Whereas the initial contracts were mostly management contracts with no investment obligations, 

contracts signed in the middle of the decade in Russia (and one divestiture in Georgia in 2007) contained 

substantial investment requirements from private operators (these are mostly domestic operators in the case 

of Russia).  

171. Private participation with no investment commitments has been the rule in Armenia, for example. 

Whereas 100% of the urban population in Armenia is served by private sector operators via PPP contracts, 

88% of capital investments come from international financial institutions (IFIs) and donors. All PPP 

projects are being implemented on the basis of international loans and grants, but there is no repayable 

financing coming from private sources (OECD/EAP Task Force, 2010c). 

172. By contrast, private sector repayable financing has been more forthcoming, particularly in the 

Russian Federation. Quasi-concessional contracts, i.e. long-term lease agreements with investment 

commitments, have become the most widely spread form of private sector participation in Russia, which 

has mainly consisted of bringing in domestic private operators. In future, in line with developing 

legislation, concession contracts may also become more widely spread. 
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Figure 33.  Total investment commitments made by private operators in EECCA countries (1990-2009) 

 

Source: World Bank and PPIAF, PPI Project Database. (http://ppi.worldbank.org) Date: 03/27/2011 

173. Most international private sector actors have become more risk averse over recent years. This has 

largely discouraged them from entering EECCA markets through contracts with substantial investment 

obligations, as the investment climate in the region is not deemed to be favourable. High levels of 

perceived political and regulatory risk, lack of reforms at the local level, and reluctance of municipal 

authorities to engage in PSP arrangements have all deterred stronger private sector involvement. 

Going forward: where is the money going to come from?  

174. To achieve the Millennium Development Goals (MDG) on water supply and sanitation, 

DANCEE/COWI (2005) calculated that a total of about EUR 7 billion would be needed in the sector 

annually, i.e. roughly double the level of finance to the sector at that time. This was equivalent to between 

USD 15 to 34 per capita per year of additional finance. Given that existing sources of funding have 

remained at relatively low levels despite a decade of economic growth, it is not clear at this stage where 

additional funding is going to come from. At present, the funding gap effectively translates into under-

investment and deteriorating service, which is clearly not sustainable over the long-term and generates 

substantial costs for the economy as a whole, in terms of health, environment and impacts on other 

economic sectors (agriculture, industry, fisheries, tourism, etc).  

175. In order to assess how such financing gap may be plugged and targets achieved, a number of 

countries in the region have undertaken Strategic Financial Planning (SFP) exercises, with support from a 

number of bilateral donors and the OECD-EAP Task Force. The objectives of SFP are to help governments 

set realistic objectives for the development of the WSS sector, checked against available resources, and 

agreed in a multi-stakeholder policy dialogue. The OECD has supported the application of such 

approaches, using a strategic financial planning tool called FEASIBLE, in a number of EECCA countries, 

including Armenia, Moldova, Georgia, Kazakhstan, the Kyrgyz Republic and six Russian provinces as 

well as in other parts of the world (including Egypt and Lesotho). 
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176. Using the FEASIBLE planning tool, the OECD assisted the Government of Moldova with 

defining policy goals that they could afford (see OECD 2009c for more details). Moldova faced a situation 

where it still had to extend access in unserved rural areas whilst upgrading its existing installations and 

investing in wastewater treatment to meet European directives. The OECD, in consultation with several 

government ministries, defined alternative investment strategies, ranging from a “baseline scenario” 

(which essentially assumed the maintenance and rehabilitation of existing WSS infrastructure, with no 

extension of service to previously not connected populations) to higher cost strategies including full 

compliance with EU directives. The analysis found that even if tariffs were increased substantially up to an 

average of 5% of household income (with social protection measures to support the poorest who would pay 

more than this average), user charges would only generate about 50% of cash flow needs for the 

foreseeable future, going up to 95% by 2028. The analysis therefore recommended prioritising 

investments, starting with investments to reduce water related morbidity and halt the deterioration of 

existing infrastructure, then improve the efficiency and reliability of existing systems. It was deemed 

necessary to achieve those goals first before considering extending existing systems (to meet the MDGs), 

reducing pollution into international waters (international commitments of Moldova) and achieving full 

compliance with water related EC Directives (a long-term strategic objective of the country).  

177. Typical outcomes from real case applications of the methodology have included: 

 A shared understanding of issues by all key stakeholders. For example, a national policy dialogue 

on Financing Rural Water Supply in Armenia helped identify realistic policy objectives for 

minimal water supply standards for rural populations, which are being incorporated in the 

legislative framework.  

 A consensus on realistic and affordable WSS infrastructure development targets. For instance, 

Georgian authorities had to scale-back ambitious plans regarding service coverage and service 

levels in medium-sized cities.  

 More objective discussion of tariff policy. For example, in Armenia, analysis has shown that a 

certain level of tariffs and collection rate would allow covering operation and maintenance costs 

of the service in urban areas after a transition period. Additional analysis confirmed that this level 

of tariff was affordable for 90% of the population and helped design targeted measures to support 

the lowest decile that could not afford paying their water bills as well as other essential goods and 

services. 

 Improved dialogue with the Ministries of Finance and Economy and inscription of results into the 

policy framework (including PRSP or country development strategy). For example, a project in 

Moldova helped translating a financing strategy into medium term investment and action plan, 

linked with budgetary decision making (medium-term expenditure framework and annual 

budgets).  
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CHAPTER 5 - POLICY RECOMMENDATIONS 

 
KEY MESSAGES 

The WSS sector in EECCA has shown some improvements over the last decade but 
performance remains unsatisfactory, with negative impacts on the population, the 
environment and the economy as a whole. Countries have progressed at different paces and there 
are some examples of successes that can provide inspiration for other countries in the region. Most 
countries have experimented with several solutions, such as different scales of operation or different 
models of private sector participation contract, before identifying the solution that was most suitable to 
their context, on a “trial and error” basis. Where improvements in performance have been observed, 
however, they have usually remained at a limited scale. There is considerable uncertainty as to where 
additional financing is going to come from in order to finance improvements in performance and much 
needed capital investment.  

A number of actions and policy measures can be undertaken now to initiate, consolidate 
and scale-up improvements in the water and sanitation sector in EECCA countries. 
Reversing the current trends of service degradation and investing in more sustainable water and sanitation 
services is critical. Lack of adequate water and sanitation generates substantial costs for the economy. Such 
costs are going to increase with climate change, rising energy prices and continuous deterioration of water 
infrastructure. While the global economic and financial crisis constrains financing of water infrastructure, 
such investments could form part of a “green growth” strategy designed to boost economic activity while 
supporting the environment and social welfare. 

 

178. This Chapter discusses why it is important to act now to reverse deterioration in performance and 

formulates recommendations as to what can be done.  

Why is it important to invest in water and sanitation?  

179. Lack of investment in WSS can generate substantial costs for the economy as a whole. Existing 

evaluations in other parts of the world show that the costs of inaction on WSS now are similar or higher 

than the costs from the impact of climate change, with the major difference that such costs are experienced 

now rather than in the future.
19

 For example, an evaluation conducted by the Water and Sanitation Program 

in South East Asia (the Economics of Sanitation Initiative, or ESI) found that lack of adequate sanitation 

alone “cost” these countries about 2% of their GDP due to health costs, the impact of water resources and 

negative impacts on economic sectors such as tourism of fisheries. A similar analysis is planned for Central 

Asian countries, which would definitely help in clarifying the impact of the current lack of investment.  

180. Intermittent water supplies and wastewater pollution can have an impact on industry‟s 

competitiveness, as they reduce the productivity of water-intensive industries such as breweries or 

fisheries. Water pollution reduces touristic appeal, depresses land value and can affect important 

                                                      
19

 OECD (2011).  
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ecosystems with significant economic consequences (for example, pollution in the Caspian Sea has 

affected caviar production).  

181. The health impacts of inadequate water and sanitation affect young children in particular. Infant 

mortality rates in EECCA countries are much higher than in OECD countries (between twice and 10 times 

higher). There is ample evidence that repeated diarrheal events during childhood can lead to malnutrition 

and reduce cognitive abilities, apart from adding a considerable burden on parents who have to tend sick 

children. As a result, inadequate WSS can have a very significant impact on the potential for EECCA 

countries to improve their position in the global economy through education and skills development.  

182. Finally, the impact on dignity and well-being from having adequate water and sanitation facilities 

cannot be measured with precision, but there is ample evidence that fulfilling such basic needs ranks high 

on people‟s list of priorities. Freeing-up time through better and more reliable access to safe water and 

sanitation enables people to work harder (thereby raising productivity) and have a better quality of life, 

with more leisure time.  

Why is it opportune to act now?  

183. The importance of securing reliable water supplies and reducing pollution is going to increase 

with pressures from climate change, which is going to result in higher unpredictability in rainfall patterns 

and an increased frequency in extreme weather events, such as droughts and floods. Some countries in the 

region are already very water-scarce (such as Armenia, Tajikistan, Ukraine and Uzbekistan), as well as 

regions of otherwise “water-rich” countries (such as the South of the Russian Federation and urban areas). 

Strengthening resilience to climate change will require using water resources more efficiently and, where 

necessary, building infrastructure for storage or resource diversion. Even though municipal water services 

may only represent a small share of total water consumption, utilities will be a key stakeholder in 

discussions as to how improve water resource efficiency. 

184. Improving water-use efficiency will also be necessary in the context of rising energy prices. This 

will require cutting losses (to reduce pumping costs), increasing the efficiency of water and wastewater 

treatment processes and reaching a more optimal scale of production.  

185. Preventing further deterioration through asset maintenance and rehabilitation is essential, as costs 

can only rise in the future. As most water and sanitation assets are long-life buried assets, it is sometimes 

difficult to evaluate their ability to provide sustainable services. A deterioration in service quality, as seen 

in EECCA countries in recent years, is usually the first visible sign that assets have not been adequately 

maintained in the past. This means that lack of appropriate maintenance now can create higher future costs.  

186. Although public investment in WSS has not been forthcoming in a decade of economic growth, 

acting in times of economic crisis can be opportune and well-timed as water could be a key pillar of a 

“green growth” economic recovery package. Some countries (such as China or South Korea) have chosen 

to make the environmental sector (and particularly water and sanitation) a key pillar of their “green 

growth” economic recovery packages. The water sector can generate “green jobs” via ongoing human-

resource intensive activities as well as construction activities. For example, even though staff ratios are 

high in most water utilities in the EECCA region, existing staff (if adequately trained and incentivised) 

could be assigned to carrying out critical tasks for improving service efficiency over the long-term, such as 

installing water meters and other water-efficient devices, detecting and mending leaks or improving 

customer service. Construction activities may include rehabilitating existing assets or building new, more 

efficient assets (particularly water and wastewater treatment plants or reservoirs).  
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187. In addition, the overall context following the economic crisis could be conducive for attracting 

other sources of revenues to the water sector, including from the private sector.
20

 As private capital‟s 

appetite for risk has gone down and preferences have shifted away from high risk/ high returns investments 

to investments with lower but steady returns and guaranteed cash flows, a well-managed water sector may 

become more attractive to private sector investors.  

188. The current crisis is another driver for improving strategic planning for water supply and 

sanitation, to select realistic targets, and to make the best use of all available sources to achieve these 

targets. Among other things, such planning requires data which are usually not easily available in the 

region. Typically, UN data on water related MDGs are focused on access. They may not adequately reflect 

the situation in EECCA as they neither account for the quality of supply nor do they take account of the 

risk that the current source will deteriorate (due to lack of maintenance, for instance). 

What can be done?  

189. A number of actions and policy measures can be undertaken now to initiate, consolidate and 

scale-up improvements in the water and sanitation sector in EECCA countries, as set out below: 

 Increase overall financing to the sector, including:  

 Set policies with clear principles for mobilising financing, such as moving towards 

sustainable cost-recovery (based on a mix of tariffs, taxes and transfers), increasing efficiency 

whilst ensuring equity;  

 Seek to evaluate the costs of “non-investment” and the actual impact on the economy, in 

order to trigger a policy response. To be effective, the results of such a study would need to 

be widely publicised at national level, by involving the media and the broader population;  

 Evaluate available financial resources at national level and the potential to increase these 

resources, either through adjusting targets, increasing tariffs, assigning more public financing 

(from domestic or international sources) or attracting repayable financing to bridge the 

financing gap; 

 Define realistic investment targets, based on projected available financial resources and based 

on consultation with interested stakeholders, following a Strategic Financial Planning type of 

exercise;  

 Allocate public funding (including ODA) to areas with highest cost-benefit ratios, including 

to pollution hotspots or areas with acute disease prevalence. It means allocating public 

funding based on results. Using Results-Based Financing instruments, for example, the 

construction of wastewater treatment plants could be financed by channelling subsidies  

ex-post based on indicators of performance (such as the percentage of wastewater treated to 

the required standard) rather than ex-ante. This type of financing is becoming increasingly 

popular amongst the donor community, which see results-based financing as a way to 

increase the value for money of their funding allocations;  

 Strengthen the links between the water sector and the Medium-Term Expenditure Framework 

planning process, so as to make a case for increasing funding to the sector;  

 Set up mechanisms to channel and pool financing from different sources (e.g. from donors to 

municipalities). For the rural sector, for example, that could take the form of rural water 

services funds, to which rural communities would need to apply in order to obtain funding.  

                                                      
20

 OECD (2010c). 
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 Focus ODA on specific areas with developmental purpose without competing with domestic 

funding (such as rural areas), and strengthen the coordination between donors to avoid 

duplication;  

 Seek to increase repayable financing to the sector, by increasing transparency based on 

audited accounts and getting water companies listed on local stock exchanges where they are 

in place.   

 Invest wisely and contain costs, including: 

 Consider the costs and benefits of alternative investment options (for example, consider the 

costs of rehabilitating existing facilities versus investing in new ones);  

 Focus on investing in service levels and regions that generate the highest benefits at least 

cost. For example, generalising improved sanitation in rural areas could be done at low cost, 

particularly if emphasis is placed on leveraging household investments through targeted use 

of public funds;  

 Plan investments in a strategic manner so as to avoid “disbenefits” along the way. For 

example, connecting the population to the sewerage network but without adequate 

investments in wastewater treatment can generate disbenefits in some cases, when there are 

no appropriate outlets for the untreated sewage and effectively transforms diffuse pollution 

into end-point pollution; 

 Invest in preventive maintenance and allocate sufficient funding to capital maintenance 

through capital maintenance and depreciation allowances. Develop clear policy on best 

practice for operation, maintenance and reinvestment/rehabilitation; 

 Invest in lower cost technologies, adjust consumption norms to actual consumption levels, 

generalise metering in order to realise efficiency gains;  

 Allocate resources to human resource development and capacity building. A common 

constraint for the provision of sustainable services is the lack of trained water sector 

engineers and managers. Focus on using less but better trained staff, by offering voluntary 

redundancy or allocating staff to specific campaigns aimed at improving efficiency (such as 

metering campaigns).  

 Continue reforms of the institutional frameworks, including: 

 Where the overall institutional framework is already in place, focus on passing secondary 

legislation and strengthening the institutions that are in charge of applying regulation, and in 

particular regulatory agencies in charge of setting tariffs;  

 Find optimal scale of operations, by grouping water and wastewater operators that are too 

small to operate efficiently. This can take the form of permanent groupings with transfer of 

asset ownership to a single new operator or it can be done via temporary grouping and no 

asset transfer. Temporary grouping can also be used for reaching an appropriate scale to let 

private sector participation contracts;  

 Strengthen regulation, including:  

 Develop regulation by contract, with the preparation of model contracts at national level 

which can be used and adapted at the local level, and which include tariff-setting clauses that 

enable moving to tariff cost-recovery and clear rules and mechanisms for conflict resolution;  
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 Provide guidance and support to local authorities in charge of contracting, particularly in 

countries where the water and sanitation sector remains highly decentralised.  The objective 

should be to strengthen the capacity of local authorities to carry out water service regulation, 

with a focus both on tariffs and service quality regulation. The latter may include monitoring 

of service levels (based on a number of commonly agreed indicators) as well as asset 

conditions;  

 Develop and apply tariff setting methodologies that estimate the overall revenue requirements 

to cover all costs (including operations and routine maintenance, large maintenance 

expenditure and capital expenditure, estimated based on depreciation amounts and financial 

costs);  

 Develop clear strategies to cover all costs, from tariffs (preferably with a pre-agreed path for 

tariff increase), domestic public funding (preferably allocated based on results) and 

international transfers;  

 Develop performance benchmarking tools, based on common methodologies to measure and 

verify performance and publish benchmarking results on a regular basis;  

 Factor performance based incentives into tariff projections, particularly when private sector 

operators have been contracted. Performance based regulation effectively results in tariffs 

being based, not on historical cost but on what the revenues should be under certain 

conditions;  

 Introduce tariff reforms, with a particular focus on modifying tariff structures so as to allow 

for tariff increases without negatively impacting the poor. Alternative tariff structures could 

be considered, such as a uniform minimum tariff, with a surcharge for customers in high cost 

areas; separate fixed charges to cover the cost of metering, billing and collecting tariffs; or 

negotiated tariffs for large water users in low cost areas;  

 Develop mechanisms to relay and resolve customer complaints, thereby relying in part on 

customers to identify and expose inadequate services (with a regulatory agency or equivalent 

playing the ultimate arbiter role in the event of dispute or abuse).  

 Set up specialised appeal mechanisms to resolve contractual disputes, particularly to avoid 

having to rely on the Court system which is not specialised and may be over-burdened and 

therefore slow.  

 Introduce private sector participation to improve performance, including:  

 Introduce PSP with clear objectives and expectations. In particular, clarify in advance where 

funding is going to come from and what the tariff implications may be if a private operator is 

requested to finance investments;  

 Increase access to private repayable financing from local capital markets. There is hope that 

the private sector could introduce commercial practices and implement capital rehabilitation 

projects that will be financed from revenues from the services, via soft loans from the banks 

and donors. 
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ARMENIA 
 

Pop. Total 
(millions) 

(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator 
Rank 

GNI per 
capita in PPP 

terms rank 

3 18,786 11.2 
2000 2008 

64 76 128 
2,090 6,360 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 

 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

2.6 
2000 2005 2010 

2 2 2.5 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 
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AZERBAIJAN 
 

Pop. Total 
(millions) 

(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator 
Rank 

GNI per 
capita in 

PPP terms 
rank 

8.7 77,649 16.4 
2000 2008 

52 67 102 
2,090 7,830 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

2.4 
2000 2005 2010 

2 2 2 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

Source: World Bank, 2011 
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BELARUS 

 

Pop. Total 
(millions) 

(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator rank 

GNI per 
capita in 

PPP terms 
rank 

9.7 119,448 8 
2000 2008 

73 61 88 
5,210 12,550 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

2.5 
2000 2005 2010 

1 1 1.7 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 
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GEORGIA 
 

Pop. 
Total 

(millions) 
(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Rank 

GNI per 
capita in 

PPP terms 
rank 

4.3 21,504 6.9 
2000 2008 

53 74 137 
2,260 4,860 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

3.8 
2000 2005 2010 

2 2 2.3 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 

 



 ENV/EPOC/EAP(2011)1 

 87 

KAZAKHSTAN 
 

Pop. Total 
(millions) 

(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator rank 

GNI per 
capita in 

PPP 
terms 
rank 

15.5 178.059 9.3 
2000 2008 

58 66 98 
4,460 9,750 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

2.9 
2000 2005 2010 

1.7 2 2 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 
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KYRGYZ REPUBLIC 
 

Pop. Total 
(millions) 

(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator rank 

GNI per 
capita in 

PPP terms 
rank 

5.4 11,705 4.6 
2000 2008 

36 109 167 
1,250 2,180 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

2.0 
2000 2005 2010 

1 1 1.7 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 
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MOLDOVA 
 

Pop. Total 
(millions) 

(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator rank 

GNI per 
capita in 

PPP terms 
rank 

3.6 10,731 5.8 
2000 2008 

42 99 158 
1,490 3,320 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

2.9 
2000 2005 2010 

2 2 2 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 
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RUSSIAN FEDERATION 
 

Pop. Total 
(millions) 

(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator rank 

GNI per 
capita in 

PPP terms 
rank 

141,4 2,276.763 6.9 
2000 2008 

73 65 69 
6,650 19,770 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

2.1 
2000 2005 2010 

2.3 2.3 2.6 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 
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TAJIKISTAN 
 

Pop. 
Total 

(million
s) 

(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator rank 

GNI per 
capita in 

PPP terms 
rank 

6.8 13,078 8.6 
2000 2008 

26 112 173 
850 1,900 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

2.1 
2000 2005 2010 

1 1 1.7 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 
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TURKMENISTAN 
 

Pop. 
Total 

(millions) 
(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator rank 

GNI per 
capita in 

PPP terms 
rank 

4.8 30,370 15 
2000 2008 

46 87 118 
1,930 6,270 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

1.6 
2000 2005 2010 

1 1 1 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 
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UKRAINE 
 

Pop. Total 
(millions) 

(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator rank 

GNI per 
capita in 

PPP terms 
rank 

45.9 337,692 6.8 
2000 2008 

68 69 123 
3,180 7,270 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

2.4 
2000 2005 2010 

1.7 1.7 2 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 
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UZBEKISTAN 
 

Pop. Total 
(millions) 

(2008) 

Total GDP 
in PPP 
terms 

(billions) 
(2008) 

Real GDP 
average 
annual 

growth rate 
(2000-2008) 

GNI per capita 
in PPP terms 

Urban 
Population 
% (2008) 

Human 
Development 

Indicator rank 

GNI per 
capita in 

PPP terms 
rank 

27.1 71,842 6.3 
2000 2008 

37 102 159 
1,420 2,650 

Source: World Bank, World Development Indicators, UNDP (for Human Development Indicator), February 2011 

 

Access to water and sanitation services, % of total population (2008) 

                    

3 

Source: JMP database; Interstate statistical Committee of the Commonwealth of Independent State (for piped sanitation): 

http://www.cisstat.com/2base/frame01.htm, February 2011 
 

Transparency 
International  Corruption 
Perception Index (2010) 

EBRD Transition Indicator, Water and Wastewater 

1.6 
2000 2005 2010 

1.0 1.7 1.7 

Note: Transparency International ranks corruption from 1 to 10, with 1 deemed to be highly corrupt. EBRD Transition Reports. 

Performance is rated from 1 to 4, where 1 represents no progress on reform and 4 means that a country has made major progress in 

reform in certain aspects.  

 

World Bank Governance Indicators  

 

 

 

Source: World Bank, 2011 

 

 



 ENV/EPOC/EAP(2011)1 

 95 

REFERENCES 

Agência Nacional de Aguas, (2009), The Experience of River Basin Clean-up Programme – Prodes, 

Brasília, ANA:MMA.  

Baghdasaryan A. (2010), Investment requirements derived from national strategies and action plans – and 

financing challenges, COWI, Frankfurt, 28 October 2010. 

Berg, C. van den, Danilenko, A. (2010), The IBNET Water Supply and Sanitation Performance Blue Book. 

The International Benchmarking Network for Water and Sanitation Utilities Databook, World Bank, 

Washington D.C. 

DANCEE/COWI (2005), Financial Needs of Achieving the Millennium Development Goals for Water and 

Sanitation in the EECCA Region. Main Report, DANCEE, June 2005. 

DEPA/DANCEE (2003), Environmental Financing Strategy for the Municipal Water and Wastewater 

Sectors in Ukraine. Background Analysis. 

EBRD (2005), Transition Report 2005. Business in Transition, EBRD, London. 

EBRD (2010), Transition Report 2010. Recovery and Reform, EBRD, London. 

Economic Commission for Europe (2007), Our Waters: Joining Hands Across Borders. First Assessment 

of Transboundary Rivers, Lakes and Groundwaters, UN, New York and Geneva. 

Global Water Intelligence (2009), No Let up in Pressure on Water Tariffs, GWI, September 2009. 

http://www.globalwaterintel.com/archive/10/9/market-insight/no-let-pressure-water-tariffs.html, 

February 2011. 

Global Water Intelligence (2010), Global Water Market 2011 – Meeting the World‟s Water and 

Wastewater Needs until 2016. Volume II: Europe and Africa, GWI, March 2010. 

Haener P. (2010), Capacity building in data administrationfor assessing and monitoring transboundary 

water resources in the countries of Eastern Europe, the Caucasus and Central Asia (EECCA). 

Progress Report and Project Presentation, International Office for Water, Geneva, July 2010. 

KfW (2010), Study of the Status of Implementation of EU environmental standards in EU accession and 

Eastern neighborhood countries. Final Report, KfW, December 2010. 

Khachatryan, G. (2009), Overview of private sector participation in the water supply and sanitation sector 

in Armenia, OECD, Paris, 2009.  

Khachatryan, G. (2010), Overview of private sector participation in the water supply and sanitation sector 

in Armenia. Report prepared for the regional meeting on private sector participation in WSS in 

EECCA,  

Moscow, January 28-29, 2010.  

Martusevich R. (2008), Regional Disparities in the Utility Sector Services in Russia – Does the Reform of 

Local Self –governance help reduce them?, PSIRU University of Greenwich, June 2008. 

Inter-State Statistical Committee of CIS (2009), CIS in 2008: statistical yearbook.  

http://www.globalwaterintel.com/archive/10/9/market-insight/no-let-pressure-water-tariffs.html


ENV/EPOC/EAP(2011)1 

 96 

OECD (2000), Almaty Guiding Principles for Reform of the Urban Water Supply and Sanitation Sector in 

the NIS, OECD. 

OECD/EAP Task Force (2005a), Reform of Water Supply and Sanitation in EECCA at the Municipal 

Level. Financing water supply and sanitation in EECCA, Conference of EECCA Ministers of 

Economy/Finance, Environment and Water and their partners from the OECD, Yerevan, November 

2005. 

OECD/EAP Task Force (2005b), Water Supply and Sanitation in Rural Areas of EECCA, Financing Water 

Supply and Sanitation in EECCA, Conference of EECCA Ministers of Economy/Finance, 

Environment and Water and their partners from the OECD, Yerevan, November 2005. 

OECD (2005c), Support to Georgian Government in Developing and Implementing Financial Strategy for 

Urban Water Supply and Sanitation in Georgia and Carrying out the Feasibility Analysis, OECD, 

Paris. 

OECD/EAP Task Force (2007a), National Policy Dialogue on Financing Rural Water Supply and 

Sanitation in Armenia. Final Report, OECD, Paris. 

OECD/EAP Task Force (2007b), Financing Water Supply and Sanitation in EECCA Countries and 

Progress in Achieving the Water-related Millennium Development Goals (MDGs), OECD, Paris. 

OECD/EAP Task Force (2007c), Implementation of a National Finance Strategy for the Water Supply and 

Sanitation Sector in Armenia. Task 2: Assisting the Armenian Authorities to Make the Best Use of 

Available Resources, OECD, Paris.  

OECD/EAP Task Force (2008a), Implementation of a National Finance Strategy for the Water Supply and 

Sanitation Sector in Armenia. Task 3: Assisting the Armenian Water Authorities on the Design and 

Monitoring of a Sound Tariff Policy, OECD, Paris.  

OECD/EAP Task Force (2008b), Facilitating Policy Dialogue and Developing a National Financial 

Strategy for Urban and Rural Water Supply and Sanitation in Moldova. Final Report, OECD, Paris. 

OECD (2008c), Outcomes from the Finance Strategy (FS) Case-studies in Armenia. Draft for Comments, 

OECD, Paris, January 2008. 

OECD (2008d), Private Sector Participation in Water and Sanitation Infrastructure (Draft), OECD, Paris. 

OECD/EAP Task Force (2008e), Financing Water Supply and Sanitation in Moldova, Executive Report, 

OECD, Paris, February 2008. 

OECD and the World Water Council (2008a), Donor Profiles on Aid to Water Supply and Sanitation. Aid 

at a Glance and Development Co-operation policies, OECD/WWC, November 2008. 

OECD and the World Water Council (2008b), Creditor Reporting System, Aid Activities in Support of 

Water Supply and Sanitation 2001-2006, OECD/WWC. 

OECD (2009a), Managing Water for All. An OECD Perspective on Pricing and Financing, OECD, Paris.  

OECD/EAP Task Force (2009b), Dealing with post-decentralisation implications in the water sector: based 

on country experience cases, OECD, Paris. 

OECD (2009c), Strategic Financial Planning for Water Supply and Sanitation, Advance Copy for the 5
th
 

World Water Forum, OECD, Paris. 

OECD (2009d), Private Sector Participation in Water Infrastructure. OECD Checklist for Public Action, 

OECD, Paris. 

OECD/EAP Taskforce (2009e), Financing Strategy for Urban and Rural Water Supply and Sanitation in 

Georgia, OECD, Paris, March 2009. 



 ENV/EPOC/EAP(2011)1 

 97 

OECD (2009f), National Policy Dialogue on Financing Urban and Rural Water Supply and Sanitation in 

the Kyrgyz Republic. Executive Summary, OECD, Paris, October 2009. 

OECD (2009g), Pricing Water Resource and Water and Sanitation Services, OECD, Paris, November 

2009. 

OECD (2010a), Key trends in private sector participation in water supply and sanitation in the EECCA 

region. Status paper, OECD, Paris.  

OECD (2010b), Proceedings from the Regional Meeting on Private Sector Participation in Water Supply 

and Sanitation in EECCA, OECD, Moscow, January 2010. 

OECD (2010c), Innovative Financing Mechanisms for the Water Sector, OECD, Paris, 2010.  

OECD/EAP Task Force (2010c), Private Sector Participation in Water Supply and Sanitation in Eastern 

Europe, Caucasus, and Central Asia. Status Paper, OECD, Almaty, October 2010. 

OECD/DAC (2010), Financing Water and Sanitation in Developing Countries: The Contribution of 

External Aid, OECD/DAC, Paris, June 2010. 

OECD (2011), Benefits of Investing in Water and Sanitation. An OECD Perspective. OECD, Paris.  

OECD/EAP Task Force (2011b), Draft Investment Plan for the Implementation of WSS Sector Strategy 

and policies in the Republic of Moldova, version 4, OECD, Paris. 

Toubkiss J. (2006), Costing MDG Target 10 on Water Supply and Sanitation: Comparative Analysis, 

Obstacles and Recommandations, WWC, March 2006. 

Transparency International (2010), Promoting Transparency, Integrity and Accountability in the Public and 

Private Sectors, Regional Meeting on Private Sector Participation in Water Supply and Sanitation, 

Moscow, January 28-29, 2010.  

WHO (2010), Public health risk assessment and interventions. Kyrgyzstan and Uzbekistan. 

WHO/UNICEF Joint Monitoring Programme for Water Supply and Sanitation (2010), Progress on 

Sanitation and Drinking Water: 2010 Update, WHO, Geneva. 

WHO/UNICEF (2010b), Rapid assessment of drinking-water quality in the Republic of Tajikistan: country 

report of the pilot project implementation in 2004-2005, WHO, Geneva. 


