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A regional workshop on economic instruments was held on 12 and 13 April 2018 in Marseille (see link) as part 
of the CMI Water Demand Management programme (see link). There were 8 countries and 34 participants 
present (see participants list, Appendix 1).  

The event followed on from an earlier regional workshop held at the CMI in March 2017 on groundwater 
management (see link). 

The workshop was jointly organised and funded by AFD, the World Bank and the CMI, with technical support 
from Plan Bleu and IRSTEA. 

The purpose of the workshop was to share and integrate knowledge, policy-related discussion and experience 
on instruments for water demand management. The CMI approach in this field promotes the use of economic 
concepts and tools to facilitate communication between stakeholders in order to develop policies and 
projects to improve security of water supply and climate change adaptation in Southern Mediterranean 
countries. 

This report summarises the discussions, groupworks and workshop conclusions in chronological agenda order 
(see detailed agenda, Appendix 2). 

1 State of knowledge and knowledge sharing on economic instruments 
for WDM  

1.1 Introductory presentations  

By way of introduction, Mr Anders Jägerskog of the World Bank presented a “Summary of the water 
security outlook in the North Africa and Middle East region”. The presentation highlighted the fact that 
water has always presented risks and opportunities in the Middle East and North Africa. Nonetheless, the 
rapidly changing socio-economic, political and environmental conditions mean that water security is a 
challenge on a new scale, more urgent than ever before. Water security is about much more than dealing 
with resource scarcity. It means managing water resources sustainably, efficiently and equitably, providing 
dependable, affordable water utilities and building up the relationship between service providers and users 
under a renewed social contract. Water security also requires water-related risks such as flooding and 
drought to be mitigated, which is an urgent but attainable aim. There are many potential solutions to 
Mediterranean water management challenges, but for these solutions to work, clear incentives must be put 
in place to change the way water is managed, conserved and allocated. Finally, the recovery, reuse and 
recycling of treated water are key opportunities to consider. 

http://www.cmimarseille.org/highlights/workshop-economic-instruments-water-demand-management-mediterranean
http://www.cmimarseille.org/programs/water-demand-management
http://www.cmimarseille.org/highlights/regional-workshop-decision-makers-groundwater-management
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To ensure the success of such solutions, countries in the region must also work to increase the engagement 
of water users, civil society and young people. A failure to address water problems through the appropriate 
policies could have serious repercussions on the welfare and political stability of communities, potentially 
leading to conflict and migration. The strategic issue highlighted in this presentation was whether countries 
will act with foresight and determination to enhance water security or whether they will rather wait and 
respond to the inevitable disruption that will go along with water-related crises. Finally, Mr. Jägerskog 
highlighted how cross-border water governance would benefit all relevant parties and add resilience in the 
face of climate change. 

Next, Mr Dominique ROJAT (AFD) presented “The fundamentals of economic instruments”, explaining the 
key concepts behind the use of economic instruments for water management: total cost and total value of 
water, the purpose and meaning of different types of fees and taxes, principles of water pricing in various 
sectors, use of the “cost curve” as a decision-making aid relating to water savings or resource mobilisation. 
The presentation provided participants with a common foundation and introduced the issues around the use 
of economic instruments in preparation for the discussions about the more detailed presentations during the 
workshop. 

Alongside these concepts, Mr Olivier Crespi Reghizzi (AFD) gave a presentation on “Funding water services: 
the 3Ts

1
, and a historical perspective”. The speaker started by reiterating the principle of full cost recovery 

that applies in Europe, analysing the motives for implementing such a policy. He then mentioned the 
concepts of sustainable cost recovery, the OECD’s 3Ts, revenue that is endogenous or exogenous to the 
service, club goods and merit goods. In the second part of the presentation, he explained the funding history 
of the 19

th
 century water system in Paris on the basis of the previously mentioned concepts. The presentation 

highlighted the idea of using exogenous revenues such as land value capture, to cover investment funding 
requirements. 

After these introductory talks, consultants, experts and researchers presented case studies showing the use 
of these economic instruments. 

1.2 Case studies on economic and tariff-based instruments for water management  

The second part of the session involved the presentation of various case studies on different water uses (raw 
water, domestic water, irrigation water) in a range of geopolitical contexts. 

Mr Guillaume Fabre and Ms Béatrice De Abreu (BRL Ingénierie) presented a study on the “Pricing of raw 
water in reservoirs in Algeria”. These case studies provided a useful illustration of current water pricing 
issues (for irrigation and domestic water). Water pricing is regulated and does not incorporate the cost of 
mobilising raw water in reservoirs, upstream of the distribution system. In Algeria, this aspect is managed by 
the ANBT (Agence Nationale des Barrages et Transferts) using 76 dams and 18 transfer systems. The current 
operating cost recovery rate for irrigation and domestic water is an average of 35%. The costs of operating 
the dams, reservoirs and transfer systems are increasing rapidly due to increasing water needs, and are 
heavily subsidised by the government. A large-scale dam-building programme has been underway for several 
years to secure an adequate water supply across the country. Various cost recovery scenarios were examined 
in the study, with the aim of determining a price for raw water: operating and maintenance costs only, 
operating and major maintenance/renewal costs, and structural costs, which include costs to cover 
depreciation of the structure. The pricing impact study highlighted the limited room for manoeuvre in terms 
of users’ ability and willingness to pay. The presentation emphasized the fact that proper infrastructure 
management, optimal water management (historically a supply-side policy) and reduction in non-revenue 
water require raw water pricing to take account of dam and transfer structure maintenance and renewal 
costs. 

                                                                 
1 Taxes, Tariffs and Transfers. 
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Ms Marielle Montginoul (IRSTEA) then presented a study on “Drinking water pricing” with examples from 
Tunisia and France. In her presentation, she clearly explained that drinking water pricing is composite, 
covering a variety of costs: water abstraction, treatment and distribution to service users; wastewater 
collection and treatment (where collective sanitation systems exist); and sometimes also opportunity costs 
(such as the abstraction fee levied by France’s water agencies) or other third-party costs (such as water 
pollution, modernisation of collection systems). The main aim is to balance the budgets. Often however, 
pricing is also used to achieve other goals, which may be contradictory, such as incentivising water savings or 
ensuring access to water for all. The speaker also highlighted the fact that there are various constraints, such 
as local socio-demographic or water resource characteristics and the extent to which management is 
independent from politicians. The presentation shed light on reasons for the variety of pricing structures and 
price levels observed around the Mediterranean.  

Mr Sébastien Loubier (IRSTEA) supplemented this presentation with a discussion of “Irrigation water pricing 
in France” as one of the instruments for water demand management. He presented a 2015 study showing 
that a wide variety of pricing methods were applied within collective irrigation systems and that, wherever 
technically possible, part of the tariff was proportional to usage. He also stated that the pricing systems 
observed did not necessarily incentivise water savings and that budgetary imbalances in water system 
management led to risks of deteriorating service quality and unpaid bills, with price increases not always 
offering an adequate solution. Mr Loubier also explained that the price elasticity of water consumption is low, 
and that care is required regarding the potentially harmful effects that price increases can have on water 
usage and the income of irrigation service users. 

Mr Sébastien Loubier (IRSTEA) continued by presenting the “Principles of cost recovery in the water sector” 
under the European Union Water Framework Directive (WFD). He reminded participants that each European 
Union Member State has an accountability obligation regarding the level of cost recovery. The exercise can be 
used to highlight the sacrifice made by the community (taxpayers) and the costs borne by end users. The 
presentation illustrated why, in spite of the existence of calculation methods, the view of infrastructure 
managers (focused on balancing budgets) differs from the view of the community (based more on total cost).  

Ms Raphaëlle Lavenus (BRL Ingénierie) then presented an “Application of the WFD cost recovery approach 
to the AQUA DOMITIA transfer project in France”. Various methods and variables were used in this study to 
find the best approximation for pricing policy relating to the cost of the AQUA DOMITA water transfer 
programme: users’ ability to pay; willingness to pay; cost allocation or “recovery” between different uses; and 
investment and operating costs. For reasons of social acceptability and to incorporate environmental and 
resource-related costs, the WFD recommended method was adapted and implemented in a gradual way 
across the scope of the study. In this example, cost recovery involved the recovery of all operating and 
financial costs with transparency around costs and a transfer of subsidies and fees between users. The 
presentation concluded by saying that with the price levels recommended in the study, operating costs would 
be fully recovered, but not the total cost including investment. Investment subsidies are considered to be 
justified by the local indirect benefits generated by the project. 

Mr Frédéric Maurel (AFD) presented an “Economic analysis of the Red Sea – Dead Sea transfer project”. 
Phase 1 of this project (desalination in Aqaba) is at an advanced stage of preparation. The project structure in 
terms of financing, design, construction and operation requires a high level of public funding, justified by the 
significant benefits of the infrastructure and the regional water exchange agreements associated with the 
project objectives of drinking water supply and protection of the Dead Sea. The project cost/benefit analysis, 
the cost recovery elements under the planned pricing system, and the investment and operating subsidies 
were presented. The pricing system was then compared firstly to the structure of the BOT in terms of tariffs 
and volumes, and secondly to the prices charged by the Jordanian Water Authority to its customers. 

Ms Marielle Montginoul (IRSTEA) concluded the case study session with a study on “Programmes to 
subsidise irrigation water savings”. The widely-held assumption is that subsidies for the development of drip 
irrigation generate water savings. However, although such subsidies generally foster greater efficiency and 
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economic valuation of the water used, the generation of water savings has not been completely proven in a 
number of observed case studies, particularly around the Mediterranean, where the actual consumption 
gains, if any, have been of the order of 10% to 15%. Moreover, the change of technique gives farmers the 
opportunity to adjust crop rotations, increasing their use of water (through denser crops, intercropping, 
conversion to orchard or intensive vegetable crops) and/or to increase the irrigated surface areas if the 
market is good and if land, capital and technology availability are not limiting factors. Finally, a switch from 
surface irrigation to drip irrigation may have a negative impact on the catchment area, since the water 
supplied to the plot via surface irrigation, but not used by crops, often infiltrates to groundwater tables or is 
mobilized for other uses. All these reasons explain why the switch to drip irrigation does not always lead to 
reduced water consumption and sometimes even leads to an increase, since the increased revenue that can 
be generated is reinvested by farmers to increase their levels of production. Since energy costs account for a 
significant proportion of water costs, participants were reminded that action on energy subsidies can also 
contribute to managing irrigation water demand. 

2 Responses to presentations and summing-up 

After the presentations, discussions were held and key questions or points about Mediterranean WDM were 
formulated. These discussion points are summarised below in five topic areas: 

 Topic Area 1: knowledge enhancement 

o Challenge of knowing all water costs in full, isolating any subsidies that could distort the 
approach: a key prerequisite for any concern with cost recovery as a basis for establishing 
pricing; 

o Need for capacity building; 

o Need for economics, management and PPP training for key people in water management, 
with a particular focus on training in engineering schools on economic tools for water 
demand management. 

 Topic Area 2: social or sectoral aspects of water demand 

o Need to understand social realities in water pricing; need for transparency in establishing 
pricing, about what relates to cost recovery for access to water, and what refers to users’ 
ability to pay or social equity in terms of access to water; pricing is not the only tool to meet 
all these concerns and full cost recovery through water pricing may even prove to be a risky 
model; 

o Water demand management can be differentiated by geographical area, sector of usage 
and network type (price elasticity of demand may be low and perverse market effects may 
arise); 

o Sectoral indicators should be used by preference over aggregated national indicators such 
as GDP per m

3
, which are too heavily influenced by the overall structure of the country’s 

economy; 

o Greater attention should be paid to the rate of access to drinking water as a development 
indicator, with better data collection to ensure ongoing monitoring; 

o Check the effectiveness of agricultural subsidies and optimise interventions by using other 
forms of aid.  
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 Topic Area 3: governance and institutional issues  

o Promote an institutional and governance framework for efficient and effective water 
management; 

o Consider policing issues and greater enforcement by developing regulatory authorities that 
service the common interest; 

o Questions about how to pass on the costs of governance and enforcement: through water 
tariffs or other means?  

 Topic Area 4: progress and technical innovation  

o Examine the opportunities for reuse of treated wastewater and desalination, and boost 
research in these areas; 

o Research ways in which alternative energy sources can reduce irrigation costs; 

o Consider the water-energy-food nexus in water pricing and look at energy prices. 

 Topic Area 5: innovative economic and financial tools  

o Tie pricing policy in with regulatory policies that include monitoring and enforcement. 
Problems of illegal abstraction and non-revenue water cannot be solved by pricing, but 
pricing must help to fund the required means of monitoring and enforcement; 

o Develop complementary instruments alongside pricing. Combine a reasonable number of 
tools, whose effects can be monitored, and ensure consistency between them. Specifically 
research transfer mechanisms (land value capture in urban areas, inter-usage transfers, 
etc.);  

o Finance modern techniques to ensure more accurate valuation of water; 

o Incorporate the high levels of inter-year variation in supply volumes in price-setting; 

o The fact that incorporating externalities (in particular environmental costs) in water tariffs 
and indicators is so complex does not mean that the idea should be abandoned. Research 
could help define the most effective economic tools for integrating such aspects. 

3 Groupwork and summary of Day 1 

Three working groups were formed (domestic water and sanitation; irrigation and subsidies; raw water in 
reservoirs and transfer structures) to discuss the optimisation of water management instruments for each 
use. Each group was asked to come up with five relevant and realistic recommendations for improving water 
demand management, while ensuring the efficiency and sustainability of service for each use. 
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Consensus from Group 1 “Domestic Water”. 
To ensure the sustainability and efficiency of 
water and sanitation services for all, the 
group recommends the following: 

Areas of agreement  Areas of disagreement  

Institutional issues: 

1. Encourage economies of scale for 
water and sanitation services and 
manage these services autonomously 
and independently. Find the right 
balance and level of autonomy and 
regulation. 

2. Formalise appropriate regulation 
mechanisms (contractual regulation, 
independent regulation) to include 
local authorities and incorporate 
performance-based incentives. 

3. Explore, where relevant, the 
establishment of multi-utility public 
services for economies of scale and 
cross-sectoral subsidies (e.g. 
combined water/energy utility). 

4. Enhance the enforcement of water 
policing and the effectiveness of 
water legislation. 

Technical issues: 

1. Use and mobilise alternative* 
resources to meet demand and 
worldwide challenges (e.g. climate 
change).  
* e.g. desalination, reuse, greywater, seawater 
sources, water recovery 

2. Increase network efficiency by 
reducing non-revenue water 

3. Use alternative energy sources to 
reduce water costs and implement 
energy efficiency policies. 

Financial issues: 

1. Promote / implement fair pricing 
systems on a catchment scale and/or 
tailored to local realities. 

2. Meet Sustainable Development Goals 
(SDGs) (water for all), taking account 
of social concerns and environmental 
issues when designing the price 
structure. 

3. Include sanitation charges in water 
bills and promote the “water pays for 
water” principle, use of meters and 

Build skills, train politicians and 
work with them. 

 

Cross-border waters and the 
establishment of river-basin 
agencies should not be 
forgotten, with robust databases 
to face the challenges of climate 
change (COP 21) 

 

 

 

 

Consider incentive-based and 
social pricing. 

 

Implementation issues due 
to skills and training deficit 
and lack of political will. 

 

Be careful with PPPs, which 
are promoted in a wide 
variety of countries but are 
not always appropriate. 

 

Experience shows that 
river-basin agencies are 
poorly resourced to fulfil 
their roles. 

 

 

 

 

 

 

 

 

Taking account of 
sanitation costs and 
techniques; these services 
are currently not covered 
by bills or non-existent. 
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pre-payment. 
4. Enforce the polluter pays principle. 
5. Design appropriate performance-

based incentive schemes. 
6. Promote public-private partnerships 

(PPPs). 

Cross-sectoral issues:  

7. Enhance awareness, governance, 
integrity and participation (civil 
society, various stakeholders). 

8. Invest in human capacity building. 
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Consensus from Group 2 “Irrigation and Subsidies” - 
Issue: water scarcity; how to use economic instruments 
to face future challenges and promote efficiency in 
resource use 

Areas of agreement  Areas of disagreement  

1- Define objectives, national strategies and 
regulatory frameworks. 

2- Communicate and raise awareness of the value 
of water and the true costs of irrigation water. 

3- Develop “responsible” economic incentives and 
customise them by sector or region. 

4- Develop a system to monitor, assess and 
measure the effectiveness of tariffs and 
subsidies. 

5- Make subsidies and funding for water savings 
dependent on achievement of planned savings, 
and monitor implementation. 

6- Promote farming support mechanisms and 
schemes beyond mere water subsidies (e.g. 
sector- and territory-focused approaches 
involving extension, training, contracts, 
insurance) 

7- Promote alternative resources (e.g. reuse) via 
appropriate communication, with low pricing to 
create an incentive, and with effective control of 
recourse to other resources such as 
groundwater. 

8- Incorporate the water-energy-food nexus. 

Need for regulatory and 
policing measures (e.g. 
use of illicit alternative 
resources vs. treated 
wastewater reuse). 

How much does irrigation 
water cost society and 
what “social” value does 
irrigation water have? 

What about river-basin 
agencies and cross-
border management? 

Technological changes 
are difficult in 
agriculture. 

Be aware of quality 
control issues and risk 
management with 
wastewater reuse. 
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Consensus from Group 3 “Raw Water in 
Reservoirs”. To ensure the sustainability and 
efficiency of raw water mobilisation, the group 
recommends the following: 

Areas of agreement  Areas of disagreement  

1. Take into account the priorities set out in 
national and regional water strategy and 
policy (strategic groundwater resources, 
food security, seawater desalination), and 
avoid conflict with overall policies. 

2. In project development, better analyse and 
express demand (specifying demand 
determines infrastructure choices, hence 
costs and financing needs), objectives, 
project leaders (national government, 
regional authority, private operator, 
consortium), uses (existing or new) and 
beneficiaries. 

3. Position projects in line with national / 
regional strategy and examine coherence 
or contradiction with areas of the strategy. 

4. Perform a project opportunity study and 
examine variants. Conduct cost-benefit 
analysis of politically acceptable variants 
(need for transparency about which costs 
are included in the analysis and cost 
allocation between economic operators) 
Use this as a basis to allocate costs to the 
strategic aims. 

5. Define the financial structure of the project 
(public/private) according to project aims, 
adjust regulatory and legal frameworks 
(e.g. regulations were adapted in Morocco 
to facilitate PPPs). 

Need for political support to 
incorporate projects into 
national/regional strategies. 

 

 

Don’t adopt a variant on the 
basis of a cost criterion, but 
instead on a strategic security 
/ autonomy criterion.  

Use risk management and 
analysis (public/private risk 
allocation). 

Promote multi-use dams (e.g. 
hydropower) that produce 
marketable services, 
attractive to the private 
sector. 

Discussion about 
whether project demand 
should be prioritised 
ahead of strategic policy 
or vice versa. What 
problem/need does this 
dam/reservoir address? 

 

Use a participatory 
approach to achieve 
consensus. 

Engage local civil society 
with dam-building 
projects. 
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4 Innovative economic tools 

4.1 Introductory presentations 

In this session focusing on innovative economic tools for water management, two major concepts and tools 
were presented: payments for ecosystem services and water markets. 

Thomas Binet (VERTIGO Lab) presented “Payments for ecosystem services in water management”. After 
defining payments for ecosystem services (PES), and citing some key implementation, calculation or 
measurements issues, the speaker presented various case studies that were relevant to water management 
in the Mediterranean region. The PES concept looks at environmental externalities, seeking to identify 
initiatives that can increase environmental efficiency through ecosystem service payments. This model is not 
based on the “polluter pays” principle, but the opposite (“non-polluter gets paid”). A small portion of the 
price paid by water users is allocated to conservation and protection of the area from which the resource is 
mobilised (in order to safeguard water quantity and quality). In particular, the opportunity cost of giving up 
certain harmful practices within the catchment area may be compensated. However, PES can sometimes 
present as private-sector subsidies, which can be an issue. For this reason, care is required in analysing the 
relevant externalities and stakeholders in the PES scheme. It is important to understand that PES is not the 
same as project impact offsetting measures. It does not supersede, but supplements any offsetting measures. 
Questions about how to incorporate PES into the water price and about who can implement a PES were 
raised and discussed in the working groups later in the day. 

Water Markets were presented by Mr Nicholas Brozovic (Director of Policy, Daugherty Water for Food 
Global Institute, University of Nebraska). Water markets may be an effective tool for managing water 
shortages. They offer incentives for voluntary participation to increase the value of water through space, 
time, multiple uses and different sectors. There are many misconceptions about water markets, particularly 
around what is actually traded, the prevalence of markets around the world, the formalisation required for 
transactions and the role of technology. The presentation also covered other considerations about market 
design, governance, efficiency and equity. It was emphasized that parallel or illicit water markets should be 
combatted because they lead to uncontrolled overexploitation of aquifers. Water markets additionally helps 
raise awareness of the value of water, initially on a small scale and later more widely. It provides a vehicle for 
a different type of communication about water, which is sometimes considered to be a “divine right”.  

4.2 Responses and discussion 

The ensuing discussions about these innovative instruments for water management and their 
implementation gave participants a chance to raise their questions or identify potential obstacles to 
implementation: 

- PES: All participants recognised the potential of this scheme, but feasibility and implementation 
conditions remain unclear and difficult to assess, since the relevant externalities are difficult to 
identify. 

The “polluter pays” principle is now well understood, and could generate a conceptual confusion. 
PES should not replace the enforcement of regulatory measures under environmental policy, or 
supersede the offsetting of project impacts (Avoid, Reduce, Compensate measures). They are a 
specific additional tool, built on voluntary implementation. Key points for effective implementation 
include the robust nature of the ownership (or usage) rights and the way transaction costs are 
financed. 

- Water markets: All participants felt that water markets could offer a “win-win” approach to 
managing scarcity. However such markets require regulation to ensure that, in addition to economic 
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efficiency, there is resource sustainability and social equity, which raises, as for PES, the issues of 
initial allocation of rights and the way transaction costs are financed. The major obstacle is the 
definition of water as a common good, a constitutional right or a basic human right. This cultural 
approach conflicts with the neoliberal approach underlying water markets as an instrument, and 
compromises the social acceptability of the idea of privatising water resources. Informal and illicit 
water markets do exist, providing an effective response to crisis situations, but these require a 
regulatory framework and monitoring. 

4.3 Working group conclusions about the implementation of innovative instruments for WDM 

Participants were split into three working groups to discuss the relevance, potential effectiveness and 
limitations of the innovative WDM instruments and the way they could be implemented in order to better 
express the value of the resource. 

In the PES working group, there was consensus about the potential of this instrument which has already 
been explored and tested in various parts of the world. The implementation ways and means remain unclear, 
but group participants identified the following key ideas: 

- need for a strong policy; 
- need to focus on specific niches, alongside regulatory or contractual approaches, and even 

water markets; 
- importance of consensus between the various relevant sectors (or stakeholders); 
- need to clarify impacts and move towards an integrated water demand strategy; 
- PES represents an opportunity to contribute to measuring and raising awareness of the 

economic value of water as a natural resource, rather than just a consumer good; 
- key importance of having fair contracts for all relevant stakeholders, with enforcement 

mechanisms; 
- possibility of linking PES and land value capture tools to fund ecosystem services. 

The working groups especially emphasized two key points: i) the fact that PES is complementary to the 
“polluter pays” principle and is not there to replace it, and ii) the importance of a legal framework and 
enforceable contracts for PES. 

The working group on water markets reached a consensus about the fact that access to water should first 
and foremost be considered a basic human right (both quantity and quality) that water markets should 
respect. Trading on water markets involves the transfer of “physical” water or the allocation or reallocation of 
access or usage rights (including indirect land-related rights). Although water markets can be an effective 
instrument for managing scarcity and better expressing the value of water, trading must be properly 
regulated with mechanisms to ensure the authenticity and legitimacy of rights and their transfer conditions. 
Social aspects must also be covered by regulation schemes. There is an additional point regarding the 
regulatory authority’s responsibility for drinking water quality. The issue of illicit trading, informal markets or 
water being sold from tanker trucks, causing health problems, was repeatedly raised in the discussions. 
Participants also highlighted the fact that water trading can help give users a price signal, and as with PES, 
better express the true value of water, not only as a consumer good, but also as a natural resource. 

The working groups noted the need for a public or private body to reliably and transparently control and 
monitor water abstraction, in order to build trust between users prior to establishing any trading scheme. For 
example, the management of cross-border waters and the drafting of contracts are problematic, requiring a 
regional forum. The group highlighted the need for a mechanism to improve cross-border water demand 
management. 

In addition to the consensus issues, certain sticking points or unanswered questions remained in the 
discussions: 
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- The terms “market” or “trading” need to be replaced by notions of “risk management” or 
“allocation/reallocation”, since it is not the role of the market to guarantee access to a human right, 
rather it operates beyond this point. 

- Although a public good can provide private benefits, it is not legitimate to generate private profit 
from trading a public good. 

- Possibilities for inter-country or regional markets: fairness in such schemes can only be established 
under a common legal framework, which is more a matter of inter-state relations than a market 
issue. 

- What would be the impact of water-related conflicts or wars? The problem of inter-country 
contractual distortions has not yet been studied. 

5 Overall conclusion and key points 

The discussions and groupwork covered the full range of water demand management instruments, examining 
their effectiveness, implementation conditions and any obstacles that might affect their use. The workshop 
closed with a summary of conclusions and key points. 

In a crisis-stricken water sector around the Mediterranean, where the marginal cost of supply is rising, and 
public deficits are widening, increases in water prices appear inevitable to prevent subsidies having to take 
too great a strain. Subsidies are heavily used, in a variety of forms, such as investment subsidies and 
operating subsidies. In addition, a vicious circle of deteriorating performance, an eroding payment base and 
increasing levels of unpaid bills are compromising network viability. Economic and financial instruments must 
therefore be redesigned to: 

i) Tailor instruments to their objectives:  
 

a. while acknowledging the difficulty of honouring the theoretical principle of “one instrument 
– one objective”;  

b. measuring the effectiveness of each instrument against its (main) objective;  
c. and seeking to identify a coherent and coordinated combination of suitable instruments; 

 
ii) Facilitate financial transfers between sectors and uses, based firstly on multi-utility operators and 

PES and secondly on intra-sector water transfers (either physical transfers or transfers of use rights) 
within communities of users that could use water trading schemes, as demonstrated in a number of 
traditional historic examples in irrigation. 

Key points 

Broaden the scope and specify objectives 

- Consider the whole water cycle, including sanitation, reuse of treated wastewater and also non-
conventional resources; 

- Avoid leaving water management to water specialists alone: promote diversification of the economy 
to reduce its dependency on water; tie in policy with other sectoral policies such as energy 
(especially renewables), land use, agriculture and food, employment, local and regional 
development; and design multi-utility offerings; 

- Define clear objectives for the water management policy, avoiding setting multiple contradictory 
objectives; 

- Where this is not possible, policy decisions/trade-offs need to be determined. 
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Establish an assessment culture 

- Enhance transparency and combat information asymmetry by metering water consumption, 
identifying and assessing costs and values and how they are allocated between sectors and 
stakeholders;  

- Any funding streams other than tariffs must be justified and open to monitoring; 
- Ensure sustainable economic viability for farmers, with solid commitments in exchange for subsidies; 

monitor the use and effectiveness of subsidies;  
- Think about resource allocation or reallocation according to the benefits of water (economic, 

environmental, cultural benefits).  

Target and monitor management instruments 

- Get to know the stakeholders and their aims, the balance of power and conflicts of interest between 
them, and the consequent strategies and behaviours; 

- Analyse in detail which selection of economic instruments can be used to meet each objective, by 
sector and by service; 

- Use incentives and establish means of carrying out controls and applying sanctions. 

Establish an institutional framework  

- Establish regulatory bodies, river-basin agencies with competencies and resources that correspond 
to their objectives; 

- Regulate the market to enable it to properly fulfil its intended regulation role (this applies 
particularly to water trading schemes). 

Inform, raise awareness, mobilise 

- Build knowledge, capacity and skills among water managers and politicians; 
- Use appropriate means of communication to inform, educate and raise awareness. Use the media as 

a strength to enhance knowledge and promote better resource management. 

 

 

° ° 

° 
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Appendix 2: Agenda of the workshop 

 

Day 1: Thursday, April 12 

8:30 am   Reception and registration of participants  

9:00 am Workshop opening 

Speaker(s): Ms. Blanca Moreno-Dodson (CMI), Ms. Carmen Nonay (World Bank), Ms. Celine Dubreuil 

(Plan Bleu) and Mr. Dominique Rojat (AFD) 

9:30 am Setting the stage: the economic aspects of WDM  

Speakers will present on the main topics concerning the economic aspects of WDM, with an operational 
perspective i.e. including relevance for effective WDM, state of the art and lessons learnt from operations. 

10-15 minutes for each presentation followed by 10-15 minutes of Q&A 

Moderator: Mr. Frederic Maurel, AFD 

Outlook for Water Security in MENA – an overview 
Mr. Anders Jägerskog, World Bank 

Basics of Economic Instruments 
Mr. Dominique Rojat, AFD 

Financing Water Services: The 3Ts, and an Historical Perspective 
Mr. Olivier Crespi-Reghizzi, AFD 

11:00 am   Coffee break 
 

11:30 am Pricing Water in Different Sectors 

Moderator: Ms. Carmen Nonay, World Bank 

Pricing of Dams Raw Water in Algeria 
Mr. Guillaume Fabre and Ms. Beatrice De Abreu, BRLi 

Pricing of Municipal Water with reference to Tunisia and France 
Ms. Marielle Montginoul, IRSTEA 

Pricing of Agricultural Water 
Mr. Sebastien Loubier, IRSTEA 

1:00 pm Lunch 

2:00 pm Cost Recovery and the Use of Subsidies 

Moderator: Ms. Celine Dubreuil, Plan Bleu 

Principles of Cost Recovery in the Water Sector 
Mr. Sebastien Loubier, IRSTEA 
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Applying the EU WFD Cost Recovery Principles to the Aqua Domitia Water Transfer Project 
Mr. Guillaume Fabre and Ms. Raphaelle Lavenus, BRLi 

Economic analysis of the Red Sea – Dead Sea transfer project 
Mr. Frederic Maurel, AFD 

Subsidization Programs for Water Saving in Irrigation 
Ms. Marielle Montginoul, IRSTEA 

3:30 pm Coffee break 

4:00 pm Group works: potential of Economic Instruments for WDM 

Participants will be split into 3 to 4 working groups aimed at reflecting on the relevance, effectiveness and 
limits of economic instruments for WDM, and the way to enhance their use and improve their significance for 
a sound management of water resources. Groups will be provided with a list of issues/questions to 
address/answer. 

5:30 pm Wrap up of Day 1 and framing of Day 2  

6:00 pm End of Day 1 

 

Day 2: Friday, April 13 

8:45 am   Introduction to Day 2  

9:00 am Working group presentations 

Working groups of Day 1 will present on their outcomes, followed by Q&A and discussions.  

Moderator: Mr. Fadi Georges Comair, General Director of Hydraulic and Electric Resources at the Ministry 
of Energy and Water in Lebanon 

10:30 am   Coffee break 

11:00 am Innovative instruments for WDM  

Moderator: Mr. Mohammad Said Al Hmaidi, CEO, Water Sector Regulatory Council, Palestine 

Payments for Environmental Services 
Mr. Thomas Binet, Vertigo Lab 

Water Markets 
Mr. Nicholas Brozovic, Director of Policy, Daugherty Water for Food Global Institute; University of Nebraska 

12:30 pm  Lunch 

1:30 pm Group works  

Participants will be split into 3 to 4 working groups aimed at reflecting on the relevance, potential 
effectiveness and limits of Innovative Instruments for WDM, and the way they could be implemented for a 
sound management of water resources. Groups will be provided with a list of issues/questions to 
address/answer. 

3:00 pm Coffee break 
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3:30 pm Working group presentations 

Working groups will present on their outcomes, followed by Q&A and discussions.  

Moderator: Mr. Anders Jägerskog, World Bank 

4:30 pm Plenary session: wrap up and discussion 

Main conclusions of the workshop. Implications for project design and implementation. 

Moderator: Mr. Dominique Rojat, AFD 

5:30 pm Closing of the workshop 

Speaker(s): Mr. Dominique Rojat (CMI/AFD), Ms. Celine Dubreuil (Plan Bleu), Ms. Carmen Nonay (World 

Bank) and Mr. Frederic Maurel (AFD)  

6:00 pm End of the workshop 

 

 

 

 

 

 


