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Introduction & background
Water is a fundamental resource, which sustains the life of all human beings.
However, there is a growing concern about water quality and availability in some
parts of Europe. While the demand for water is increasing constantly, the supply of
water in the required quality and quantity is stressed by the accumulation and
intensification of diverse factors such as unsustainable agricultural practices and
urban activities, inefficient allocations and un-adapted governing institutions. In
addition to the already uneven distribution of water resources in Europe, climate
change, by inducing alteration of rainfall patterns, will further aggravate reliable
water availability in currently water poor regions. The European Union is jointly
addressing these challenges, e.g. with the Water Framework Directive (WFD), which
was adopted in 2000 and aims at achieving a good ecological status of water bodies
by 2015. Further, “The Blueprint to Safeguard Europe’s Water” which will be published
by the end of 2012, will assess the implementation and achievements of the current
water policies in Europe and will set the basis for future water policy in Europe.
Economic Policy Instruments (EPIs) have received widespread attention over the last
three decades, and have increasingly been implemented to achieve environmental
policy objectives. However, whereas EPIs have been successfully applied in some
policy domains (such as climate, energy and air quality), their application to tackle
environmental issues such as droughts/water scarcity, floods and water quality
control are beset by many practical difficulties. EPI-Water sets to assess the
effectiveness and the efficiency of EPIs in achieving water policy goals, and to
identify the preconditions under which they complement or perform better than
alternative (e.g. regulatory or voluntary) policy instruments.

Conference approach
As part of the EPI Water project, funded by DG Research of the European
Commission, the conference enabled project partners to present and discuss the
recently concluded global case studies regarding the application of EPIs in water
management. These case studies include an ex-post assessment of 30 economic
instruments in Europe and elsewhere. Based on a common multi-dimensional
assessment framework, the aim of the exercise is to identify the relevant
hydrological, socio-economic, cultural and institutional conditions under which EPI
can i) operate in practice, ii) be effective/efficient as well as conditions which iii)
limits the risk of implementation failure. The three main topic areas to be covered at
the conference will include:





Addressing water quantity issues
Tackling water quality concerns
Sustainable development of hydropower and protecting aquatic systems
Innovative water policy instruments applicable in Europe.
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Multi- and inter-disciplinary participants
The conference brought together European and international experts and researchers
from academia, governments and research institutions. Members of the EPI-Water
consortium, along with experts of the Inspiration Beyond Europe (IBE) group and the
policy advisors of the project discussed the case study findings in order to increase
the applicability of results for policy, to evaluate the use of economic instruments in
water management and to discuss best practices on the choice and evaluation of
water policy instruments. The results of this conference will pave the way for further
work in the project.
The EPI-Water project is carried out by a consortium led by Fondazione Eni Enrico
Mattei, FEEM (Italy) and 10 other European Institutions. Other partners are: ACTeon
(ACTeon), France; Ecologic Institute (ECOLOGIC), Germany; Università di Bologna
(UNIBO), Italy; Wageningen University (WU), The Netherlands; National Technical
University of Athens (NTUA), Greece; Instituto Madrileño de Estudios Avanzados –
Agua (IMDEA), Spain; University of Valencia (UoV), Spain; Middlesex University,
Flood Hazard Research Centre (MU), United Kingdom; Aarhus Universitet National Environmental Research Institute (AU), Denmark; Corvinus University of
Budapest, Regional Centre for Energy Policy Research (BCE-REKK), Hungary.
The role of the Inspiration from Beyond the EU (IBE) group is to provide
experiences and insights from outside of Europe on EPIs experiences. The group
includes participants from Resources for the Future (RFF), the Australian University
of Sydney, the Australian University of Adelaide, The Hebrew University of
Jerusalem, the University of California, the University of Colorado, Kieser &
Associates, the University of Richmond, Pontifical Catholic University of Chile and
Peking University.
The policy advisors of the project (Policy Think Tank, PTT) comprise of high-level
policy makers from diverse governmental organizations and non-governmental
organizations from across Europe. The role of the PTT group is to provide guidance
and advices in research activities and on the overall project. They include
participants from AgroParis Tech (CNRS), the Organization for Economic and Cooperation Development (OECD), the Seine Normandie Water Agency, the Swedish
Agency for Marine and Water Management, the Spanish Ministry of Environment,
the UK Department for Food and Rural Affairs, World Wide Fund (WWF), the
Committee of Professional Agricultural Organisations and General Committee for
Agricultural Cooperation in the European Union (COPA-COGECA), the Romanian
Waters National Administration, the Directorate-General for the Environment (DG
Environment), and the European Environmental Agency.

About this document
This document aims to recollect the main items presented and discussions held
during each of the different sessions at the event in Berlin. Web links to each of the
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main presentations can be found in the project’s web site1. Furthermore, the full
agenda of the event and list of participants can be found in the annexes of this
document.

1

http://www.feem-project.net/epiwater/pages/events/120126/02prog.html
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Conference Proceedings
Introduction
R. Andreas Kraemer, the director of the Ecologic Institute, opened the conference and
welcomed the participants to the first FP7 EPI-Water Conference. Following this
introduction during which all the participants had the opportunity to individually
present themselves, Jaroslav Mysiak from the Fondazione Eni Enrico Mattei (FEEM)
and coordinator of the project, gave a rapid overview of the project which started in
January 2011 and will run until the end of 2013 Jaroslav Mysiak noted that 2012 is a
very important year for water policy. It is the year of the Water Dragon in China, an
event that occurs every 60 years, and the awaited Water Blueprint is due to be
published later this year.
Manuel Lago2 from the Ecologic Institute introduced the objectives of the conference:
to present and discuss the recently concluded global case studies regarding the
application of Economic Policy Instruments (EPIs) in water management. The
discussion was centered on four main topic areas:


Addressing water quantity issues



Tackling water quality concerns



Sustainable development of hydropower



Innovative water policy instruments applicable in Europe.

As a participative event, this conference gathered multi- and inter-disciplinary
participants including NGOs, consultancies, water managers, international
organizations, EU Institutions and government representatives. Results will pave the
way for further work.

SESSION I: SETTING THE WATER POLICY SCENE, chaired by Pierre
Strosser of ACTeon.
The Role of Economic Instruments in the Blueprint to Safeguard Europe’s Water3
Lukasz Latala - EC Directorate General ENVIRONMENT
Lukasz Latala, from the EC Directorate General Environment/protection of water
resources unit, gave a presentation on the role of Economic Policy Instruments in the
Water Blueprint.
Facing the challenge of ensuring availability of good water quality for sustainable
and equitable uses, the main aim of the Water Blueprint is to safeguard EU Waters. It
is closely related to the EU 2020 Strategy and the recent efficient resources roadmap.
2
3

http://www.feem-project.net/epiwater/pages/events/120126/ppt/ses_1_Lago.pdf
http://www.feem-project.net/epiwater/pages/events/120126/ppt/ses_1_latala.pdf
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The blueprint will start to enforce implementation of policy and manage trade-offs
through a better understanding of the cost-benefit of economic and management
activities.
As a baseline assessment, the implementation of Art. 9 of the Water Framework
Directive for the River Basin Management Plans related to water pricing faces two
problems: an adequate contribution of water users to cost recovery of water services
while integrating environmental and resource costs, and incentive pricing. Prices
have not been calculated in a transparent manner, and how to calculate cost recovery
turned out to be a complex process, and regions do not know how to do it. Lukasz
Latala concluded by reaffirming that pricing themes needs to reflect local and
regional circumstances. Proper levels of equity, fairness and social compatibility have
to be considered, and supporting measures in order to soften economic hardships for
affected farmers needs to be put in place. Efficient water also means high price of
water, so some supporting measures are necessary. As such, volumetric pricing is
one of the most effective water pricing tools for providing incentives.
In addition to introducing the Water Blueprint, Lukasz Latala also commented on
several conclusions from a recent review study conducted by DG ENV on agriculture
water pricing:


Technological improvements with metering have had mixed results. For
instance, in Spain water metering and technological improvements were done
quite successfully but it led to an increase of irrigated areas so the policy did
not work. Programmes need to be accompanied by strict criteria requiring net
savings.



Environmental costs are not fully taken into account in cost recovery.



High prices do not necessary result in water savings but rather a shift in crop
production to higher value crops.



High CAP payments for cereals have provided a negative incentive in the
past, and CAP still makes high payments in areas that suffer from overabstraction and nitrates pollution, possibly stimulating pressures.



Restrictions on water use during dry times significantly impacts farmer
incomes and there is a need to notify farmers as early as possible to enable
them to change their cropping patterns/behaviour.

At the end of his presentation, Lukasz Latala reflected upon the use of Economic
instruments in the context of the Blueprint and how the EPI-Water project may
contribute to the blueprint in this topic: illustration and ways to calculate transaction
costs of different policy options, development of scarcity, water saving indicators
(coordination), social equity and acceptability calculation for different policy options,
assessment of the most effective payments for environmental services, evaluation of
economic policy instruments (EPI) using Cost-Benefit Analysis (CBA), and choice of
the most effective policy options using CBA.
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Outline of EEA activities on water economics4
Mikael Skou Andersen, European Environmental Agency (EEA)
Mikael Skou Andersen started his presentation with a strong statement: 80% of
citizens support the idea to put a price on water resources, and even in a context of
economic crisis, more than 50% of citizens agree with eco-taxing. Water use is often
linked to per capita GDP, but there are big discrepancies illustrating different
approaches in water management. For instance, in Ireland, water consumption is
very high, and water is abundant due to lots of rain, but the country faces problems
with infrastructure, and there is lack of water pricing. On the contrary, in Germany,
we observe a low per capita water use with full-cost water pricing, where even
rainwater is charged.
Mikael Skou Andersen focused on the introduction/development of environmental
related taxes (also called “eco-taxes”) in order to price water resources while
recovering full costs, including environmental and resource costs, as stated in Art. 9
of the WFD. There is in fact a growing interest among OECD countries to increase
taxes on water pollution. For instance, in Italy, which is in the top ten of water scarce
countries, new environmentally oriented taxes have been introduced on water
pollution and water abstraction.
Several types of taxes were discussed, as well as what are the most adapted taxes to
account for environmental resources and impacts. Environmental related taxes are
defined by OECD (2003) as “any compulsory, unrequited payment to general
government [which] are levied on tax-bases deemed to be of particular
environmental relevance as opposed to a user charge which constitutes a payment in
exchange to a service to users”. When a specific public good is provided, a type of tax
used in Germany (“Lenkungs abgabe”) or in France (“redevance”) was suggested, as
this tax is conveniently earmarked towards predefined purposes.
According to the ”Annual Growth Survey” 2011 guidance, indirect taxes are more
growth friendly than direct taxes, and broadening tax bases is preferable to
increasing tax rates and unjustified subsidies, e.g. environmentally harmful subsidies
should be eliminated and broader tax bases introduced. Environmentally-related
taxes reflecting external costs are not distortionary, as opposed to taxes on labour,
and by introducing revenue recycling, a neutral tax shift will benefit the economy
(and the environment).
While referring to water pipe leakage rates, Mikael Skou Andersen stated that 30%
occurrence is rather common and that a sufficient capacity to react is necessary,
because large quantities of water can leak at one time if the infrastructure is not
appropriate. In Denmark, if metered water amounts to less than 90% of abstraction,
then waterworks have to pay. Mikael Skou Andersen also noted the small amount of
leakage in Germany.
4

http://www.feem-project.net/epiwater/pages/events/120126/ppt/ses_1_andersen.pdf
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Mikael Skou Andersen also examined the role of subsidies, which support excess
demand, and water emission taxation, which have risen substantially in Poland and
Denmark, providing incentives for the industry to reduce emissions at source rather
than using end-of-pipe technologies. Economic policy instruments can be introduced
in different places within the water cycle: user charges for buying discharge,
discharges taxes. Wise water management is good for overall economic performance.
In some countries, the water sector contributes significantly to GDP, such as in Spain,
where it represents 1% of GDP, or in France, 0.7%. The water sector would have
something to contribute, and is also important for biodiversity, health and climate.
What do we expect from EPIs for policy making? Statements from EPI-Water Policy
Think Tank Members
Xavier Leflaive from the OECD noted that more knowledge is needed on the
practical application of economic policy instruments (focus on water pricing,
abstractive charges, innovation, water markets and rights). Xavier Leflaive stressed
the importance of TCs such as implementation costs that have to be taken into
consideration. Bernard Barraqué from the CIRED/CNRS explained that economic
policy must be equitable, giving the example of the city of New York, where there is
one meter installed per building. He commented on the French tax called “redevance”,
which responds to a mutualisation of charges to cover expenses and does not fit into
liberal economics. According to Eduard Interwies from InterSus, we are currently
undergoing a period of transition, in which the emphasis needs to be on the South.
What is important are the real financial flows and related incentives as opposed to
generating revenue.

Questions & Discussions
This first session was closed by a series of questions and comments. Colin Green of
University of Middlesex commented about the “redevance” tax and the role of the free
market. Lukasz Latala answered that to let the free market work by itself is good, but
sometimes it does not work. Transactional costs must certainly be assessed.
Mike Young from the University of Adelaide in Australia stated that how you
communicate is of importance, and he questioned the use of the term “economic
policy instrument.” In 1995-96, Australians decided to stop using the term EPI, but
started to talk about market based instruments instead, and that change was
significant. In addition, Australians abandoned the terms “rights” and instead used
the term allocation “entitlement”, therefore more precision came and citizens
embraced the idea of change. Why do we use the term of EPI and is there a better
term? And are we using the right language? Precision in communication is the
biggest challenge. Lukasz Latala responded that Australia has a lot of experience in
water management, and that Australia is often the first country looked at regarding
the use of new water management approaches outside Europe.
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Along the same lines, Iddo Kan from the Hebrew University of Jerusalem questioned
the power of EU to impose policies in the water sector, to which Lukasz Latala
answered that the water blueprint is more about communication than engaging too
much in changing flows and WFD. It allows for identifying areas and aspects where
we can be more efficient and, despite gaps, guidance can be produced.
With regards to leakages, R. Andreas Kraemer attributed the low leakage rate in
Germany, mentioned by Mikael Skou Andersen in his presentation, to the fact that
leakage rates represent a risk to infrastructure, homes, and roads. When there is a
leakage, there would be damage to a road or property. Home owners quickly react
by calling their political supervisor or the waterworks director, and such local
feedback results in changes of behaviour and economic management.
SESSION II: WHAT IS AT STAKE – AN INTRODUCTION TO THE EPIWATER ASSESSMENT FRAMEWORK AND EX-POST CASE STUDIES
David Zetland on the Assessment Framework5
David Zetland from Wageningen University delivered a presentation on the overall
Assessment Framework developed in WP2 and its application for the case studies
that were reviewed in WP3. Regarding the existing framework, he posed the
question of how difficult assessing the effectiveness of an EPI is, as well as what
exactly the framework should be assessing. David Zetland asserted that finding a
firm answer to the latter question is the most difficult part of the whole project—
namely, establishing a baseline or counterfactual. As he explained, EPIs are a
delivery method for outcomes, not for outputs. For example, volumetric water
pricing, delivered by a water meter, can reduce water consumption—therefore is the
meter or the pricing scheme to be assessed, and in which proportions?
David Zetland continued to break down the seven-part Assessment Framework into
two categories. Environmental, economic, and distributional effects, he explained,
made up the “outcomes” of the EPI case studies. On the other hand, institutions,
policy implementation, transaction costs, risk, and uncertainty reflect the influences
at play in an EPI case. He pointed out that assessment on these terms is complicated,
as only 16 of the case studies reported the ability to compare their “outcomes”
against a baseline. As well, many cases only considered the EPI as their only option.
Considering this, David Zetland suggested questioning whether the EPI created any
benefit at all compared to it not being used.

5

http://www.feem-project.net/epiwater/pages/events/120126/ppt/ses_2_zetland.pdf
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Manuel Lago on the presentation of the European and Non-European EPI-Water
Case Studies6
Manuel Lago, Ecologic Institute, gave a brief summary of the selected 30 case studies
that have been assessed for the ex-post evaluation of EPIs in water management.
Analysed EPIs were presented in terms of the different geographical settings, broad
categories of instruments covered and range of water management objectives. His
presentation also included an overview of the work done to date in regard with
achieving the objectives of WP3 of the project and the plans for future work.

Carlos Mario Gomez on the Illustration of the Application of the EPI-Water
Assessment Framework: Lower Ebro (Spain), Voluntary agreement for river regime
restoration services7
Carlos Mario Gómez, from IMDEA Agua, followed to demonstrate the application of
the EPI-Water Assessment Framework in the context of a WP3 case study. He
explained the workings of the Ebro River Basin and study site in Spain, located
downstream from the Mequinenza-Ribarroja-Flix dam system. With water entering
the river basin from several sources, water supply along the river is unpredictable,
and water plays a key role in the economic scene. A problem exists because the
change in the river morphology reduced flood frequency and magnitude, but it also
reduced sediment load and altered the river’s ecology. All of this has produced
detrimental effects over many water services: reduced health (infestation of black
fly), navigation, salt control in the delta, banks erosion, channel incision, lack of selfdepuration potential, etc.
Furthermore, there was an occurrence of macrophytes (visible algae, other flora),
which are detrimental to hydropower production. The hydropower companies thus
had an incentive to use Flushing Flows (FF) with their dams, and, as a result, came to
an agreement with the water authority to use controlled floods to restore water
quality. Carlos Mario Gómez then recounted the efforts of the Ebro restoration plan,
which began in 2002, to improve the ecological potential of the river and to remove
excess macrophytes. These efforts were integrated in the design of the river
management plan (RMP) and ended up with an agreement to deliver two controlled
floods every year (in spring and autumn): delivery of more than 30 million m 3. The
duration of flushing flows (from 2002-2007) varied between 13.5 and 22 hours. Since
2003 a series of controlled floods has been implemented, with the exception of 2004
and 2005 (dry years), and also 2008 and spring of 2009 (natural floods).
Carlos Mario Gómez then related the case study to the WP2 assessment criteria. The
following items of the ex-post evaluation exercise were covered: how does the EPI
relate to environmental and economic outcomes, distributional impacts, uncertainty

6
7

http://www.feem-project.net/epiwater/pages/events/120126/ppt/ses_2_lago.pdf
http://www.feem-project.net/epiwater/pages/events/120126/ppt/ses_2_gomez.pdf
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and issues related institutions, transaction costs and policy implementability were
covered. See presentation for further information.
Following the presentation, Carlos Mario Gómez addressed questions from the
conference plenary regarding the use of the Assessment Framework in the case
study. The case of France was addressed: where to reduce low-flows from corn
farmers, how electricity companies are reimbursed. The question was then, what was
the source of the macrophytes, and should this be considered given that there was a
de facto economic transfer in the favour of farmers? Also, where there is a
privatization, can there be these voluntary agreements?
After the first round of questions, Guillermo Donoso-Harris from the Catholic
University of Chile, posed the following questions: What work in the case studies
specifically addresses the counterfactual? How should policy be implemented for
assessment in the future? He also referred back to the case of Chile, where all water
management is in water user associations, with group water use right holders,
hydroelectric, non-consumptive, etc. Guillermo Donoso-Harris saw strong possibility
for replicating voluntary agreement in the north of Chile, and sought further to
know, given the results, whether other associations have seen the Ebro case and tried
to replicate it.
To respond, Carlos Mario Gómez explained that there are currently attempts to
modify the situation, wherein all property rights are already allocated, but they need
to find a way to adapt. One reason the Ebro management plan has not spread is that
there is no agreement yet on environmental flows. However, as he also explained,
the main problem with consistent implementation of the voluntary agreement is
droughts. Carlos Mario Gómez noted that in finding alternatives, two further
problems must be considered: the number of actors in the water body is increasing
exponentially, and all water in the dam is property of the electricity company, which
is entitled to produce its own revenue.
Miguel Solanes from IMDEA then asked why this system works elsewhere. He went
on to say institutional elements are elucidated, and it must be known where the
incentives are. Water rights are much more conditional to public interest of rights in
Spain than in Chile (not losing rights when you do not use your water). Namely, in
Spain, there is a "champion" that Chile does not have—a possibility for third-party
intervention. The precedent in Chile is that because of how electricity laws are
written, companies do not have to coordinate; yet some cases of coordination do go
back to the 1930s.
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SESSION III: HOW DO EPIS PERFORM? KEY RESULTS OF THE EX-POST
ASSESSMENT
WG1 – Do they help achieve (better) environmental outcomes and reduce
uncertainties? 8
Gonzalo Delacámara & Carlos M. Gómez - IMDEA
The Danish Pesticide Tax, assessed by AU-NERI, was an example of how EPIs could
(should) be designed via a learning process. It was not necessarily a successful EPI,
but there may been a worse environmental outcome in its absence. Namely, it was
experienced that tackling diffuse pollution by taxing proxies for pollution and using
far but practical indicators to assess its success (TFI) is associated with high
uncertainties about its effectiveness.
The German Effluent Tax that was reviewed by Ecologic Institute was found to be an
insightful experience showing that the policy mix matters (the comparison between
regulation and EPIs is somewhat artificial, since EPIs demand regulation): discharge
permits (1957) + effluent (earmarked) tax (1976) + discharge limits and technological
standards (1997). Accordingly, the effect of effluent tax alone is difficult to single out.
Guillermo Donoso-Harris, reviewed the Chilean Water Allocation Mechanism, in
which water quality was not an intended environmental outcome from its
implementation, in 1981. Changes in water quality, though, in the past 30 years
cannot be attributed to the Water Code 1981. In the case study, all of the river flows
in the central and northern areas of Chile were already allocated, so the question then
remained: how to define minimum ecological flows? In this, it needed to be
considered that non-use forfeiture (introduced in 2005), as defined at present, is a
disincentive to hold water use rights for environmental purposes that do not require
water extraction (i.e. for wetland conservation). As well, a major challenge of water
use right markets in Chile is how to ensure optimal water use without compromising
the sustainability of rivers and aquifers.
In assessing the cases’ environmental outcomes, there is a logical sequence from
driving factors to pressures and impacts on the state of water-related ecosystems.
The main questions during the assessment were: what was the intended
environmental outcome? Was it to improve the status of water bodies (as related to
WFD objectives)? To allow production or employment improvements within the
range of existing water pressures?
The working group found that a potential problem was the fact that innovative
approaches were used (i.e. modern water policy framework) to assess ex-post “old”
EPI implementation experiences; environmental outcomes were therefore as
expected. However, EPI-Water was born precisely to draw lessons on that (i.e. ex-post
assessment) and to inform policy-making on how to do things better via more
innovative approaches.

8

http://www.feem-project.net/epiwater/pages/events/120126/ppt/ses_3_wg1_delacamara.pdf
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The working group also found that an alternative perspective is that the
environmental outcome was not intended; rather environmental concerns were used
as an alibi. With this, the real role of environmental targets is in existing waterrelated EPIs (more presumed rather than observed facts). In the Hungarian case, this
would imply some wishful thinking. However, the question remained, was there
really an environmental objective? The trade-off, as it is, is with the other remaining
objectives (e.g. developmental and revenue raising) versus EPIs (incentives for
behavioural change).
The other alternative perspective is that the environmental outcome was intended,
but the EPI has not delivered as much as expected (because of a faulty delivery
mechanism): flat rate vs. marginal price, moral hazard, no monitoring and
enforcement, too low prices, too inelastic demand, etc. In this alternative, the group
sought to know: is too much being asked for? Are there good counterfactuals to
assess environmental outcomes? Regardless, they emphasized that EPIs are never
implemented in isolation (with policy mix held in mind). How much is actually due
to the EPI (i.e. false negative: water consumption reduced as a result of the economic
downturn; false positive: increase in hydropower output or cropland) does remain
unclear.
WG2 – What are the economic and distributional effects?
Economic Issues, Davide Viaggi – University of Bologna
As an introduction to economic issues relating to assessing EPIs of the WP3 case
studies, Davide Viaggi from the University of Bologna recalled key questions used
for the assessment in relation to CBA (e.g. whether the EPI compared with other
alternatives? If so, was the chosen one the least-cost alternative? Does it have
disproportionate costs? Was a cost-benefit analysis performed? ), economic efficiency
(e.g. was there a command-and-control mechanism in place?), cost-effectiveness (e.g.
was there a cost-effectiveness analysis to choose and design the EPI?), cost savings,
distributional effects (e.g. who were the winners and losers of the implementation of
the EPI? Who incurred costs for the EPI implementation?), as well as to risk
reduction, cost recovery mechanisms, incentives and asymmetric information.
Based on these key elements, several data gaps have been identified. The most
difficult were the overall efficiency assessment (very few CBA were found in the case
studies), risk, incentives and the asymmetry of information. The availability of
information depends on the instruments examined. Financial costs and receipts were
mostly available as opposed to information related to environmental effects and
opportunity costs, which often lacked. Third parties, externalities and unintended
effects related to information are also often missing. The time frame within its
availability during the case studies was also an issue. Instruments applied within a
mix of policy were often impossible to isolate. Generally, the Inspiration Beyond
Europe (IBE) case studies were better documented and more effective.
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From the perspective of thematic areas, it was difficult to generalize because all
studies cover different instruments. Nonetheless in the area of water quality, in most
cases EPIs were cost-effective and in clear connection with institutional issues with
regards to revenue generation. Some studies discuss this aspect as strength, but at
same time, there was some distortion and the attention was drawn on revenue
generation rather than effectiveness. With regards to water quantity, it was even
more difficult to generalize due to the heterogeneity of the instruments (fees,
metering, etc). Metering played an important role and was found to be effective. Case
studies in the area of hydromorphology were more homogeneous, and voluntary
instruments prevailed, creating win-win situations.
When considering the type of instruments, there was some satisfaction in the cases of
subsidies or the application of voluntary agreements. Negotiated solutions often led
to win-win solutions. However, while private stakeholders seem satisfied, there was
a lack of information on social economic valuation of the instruments and in many
cases externalities were not accounted for. Can EPIs be trusted only by reasoning on
private behaviour? In terms of taxes, there were varied judgments in terms of
effectiveness and cost-efficiency. A significant issue is whether collected revenue is
earmarked or not, and what is the actual flow of financing. When it comes to trade
related instruments, there was a good evaluation, but one need to look at the tradeoffs of efficiency versus distribution. In the case of regulation, direct regulation is
usually justified and it guarantees some efficiency and certainty of the results.
However opportunity costs are rarely considered in the evaluations.
Amongst the participants, Antonio Massarutto from the University of Udine in Italy
stressed that EPIs are not only revenue making instruments. Investments and fixed
costs have to be shared. In that sense, EPIs also have the role of directing financial
flows towards environmental improvement.
Enhancing the measurements of Distributional Effects, Christophe Viavattene –
Middlesex University, Flood Hazard Research Centre.
The traditional economic approach is to look at material wealth, but we need to
embrace wider aspects in line with sustainable development and stakeholders’
engagement by not only focusing on GDP but by also considering environmental and
social aspects. The objective is to capture the impact of EPI on the society, but often
we fail to take into account well-being or happiness. In this respect, several indicators
already exist: index of sustainable economic welfare, human development index and
well-being index. According to the 2009 Stiglitz report, indicators of well-being
embrace several aspects of our societies: material living standard, health, education,
environment, security, social connection, political voice and governance. These
aspects can be useful to assess EPIs. The idea is to try to understand different
stakeholders and how they can be impacted by EPIs within these aspects. Based on
these considerations, a method used to assess distributional effects of EPIs was
applied in case study #3. Through a grid containing the well-being indicators, the
method consisted of capturing the information (analysis of secondary data, interview
with stakeholders) and analysing the stakeholders through a qualitative and
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consistent approach. There was a need to understand the dynamics of interactions,
i.e. the interaction between the different criteria. The enhanced range of indicators
allowed the revealing of both additional benefits as well as losses, to take into
account the absence of impacts. However to rate the importance of the impact areas
remains a challenge. There were some limitations in terms of resources (time), the
difficulty in accessing all relevant stakeholders. It also emerged that this qualitative
approach needs to be completed later by a quantitative assessment.
In terms of water quality (diffuse pollution), the EPIs did not produce extensive
negative distributional effects. In terms of water quality (point source pollution),
consumers were affected because the costs are passed onto them, but generally few
distributional impacts both on consumers and industry were noted.
With regards to EPIs implemented in the context of water quality combining
agricultural, industrial and urban sectors, globally there was welfare improvement,
and cooperation appeared to be a key element for the success of the implementation.
However there was a negative impact on farmers and some complaints from the
industry. Informing farmers contributed significantly to the acceptance of the
instruments. In relation to water quantity in industrial and urban contexts, water
pricing tended to be non-uniform, leading to social tensions. A change in behaviour
resulting from raising awareness was noted but difficult to quantify.
In hydromorphology, the increase in price was invisible for the customers and the
EPIs have generated some negative impacts on local communities while benefiting
distant customers.
Generally, the implementation of EPIs did not have a strong impact on living
standards due to win-win situations and compensations. Effect on employment is not
revealed or measured. The impacts on business activities are unclear, in some cases it
generated a decrease in competitiveness, and in others it had a beneficial impact due
to technological improvements. Education, information and communication are key
factors when it comes to facilitating and driving behavioural change. An important
aspect is to look at the social relationships: how to build trust and to share common
goals and satisfaction, and how is the long-term relationship maintained? Have we
talked to stakeholders who have dropped out, not participating?
Discussion on distributional effects and economic outcomes in the context of the
cases presented
Key messages for Discussion


What strong statement can be made about the performances of the EPIs? Key
messages?



What can be concluded about the assessment framework? What are the priorities
for information to really be able to evaluate EPIs?



Are different impacts areas sufficient in scope and details?



Is the measurement approach enough? Can we do more?
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For conclusions, the working group found that both case studies showed specific
types of social solutions to water management cases. It was asserted that for a full
distributional analysis, statistics for the poorest sides of affected populations would
need to be considered. As well, the participants discussed whether the distributional
criteria could be extended to meet environmental or economic outcomes as well—
they considered the possibility of a structure for reaching a minimal information
level.
The rest of the debate centred on the overall assessment and definition of EPIs. After
discussing the two cases of this working group, they found that there is often not a
question of who bears marginal costs of losing water but who shares the fixed costs
of finding a solution. When infrastructure is at stake, it is never a matter of
connection marginal cost to marginal person, but rather how costs are shared among
a community.
Antonio Massarutto noted that cost effectiveness resulting from trading between
sectors is not associated to the EPI but to water management. In that sense EPIs can
facilitate water management. Mikael Skou Andersen commented about the very
broad definition of EPIs covered, and the existing differences between those
instruments were not covered in the case studies. It is important to examine the cost
of the effects versus the costs saved by using the EPIs. Distortion costs and TCs to
finance these subsidies-based instruments must be evaluated. Another participant
commented on the strategic aspect of choosing EPIs, for instance the use of taxes
versus trading instruments. To raise taxes allows for raising revenues for the
government, whereas in the case of trading schemes, revenue falls in private hands
and money still need to be raised.
With regards to distributional effects, a participant commented on the significance of
the stakeholder approach and whether it could be combined with other elements.
Antonio Massarutto suggested that while the two case studies presented in this
working group clearly present efficiency and cost savings measures, they may not be
best to assess distributional effects; we have to engage complicated input/output
assessment at the regional and financial level (transparency). He went further on
about the debate of use of EPIs, which is too much focused on margins. To recover
marginal costs and to decide how to address fixed costs are two problems that
should not be solved by the same EPI. There is no sense in allocating marginal costs
per person if allocation of costs is made on allocation of benefits. Over time, the
community through taxation should share the cost of infrastructure, for example.
Besides an issue of data availability, an interesting key point of the discussion
following the presentation was on a criteria which would combine both or be
somewhere in the middle of economic assessment and distributional effects. In order
to understand economic distributional effects, we need to understand how
instruments are working at the monetary level, but also at the distributional level in a
given institutional context. We also need to comprehend whether general principles
that we take from the case studies should be applied in a strict manner, or rather
used as guiding principles. In our ex-post analysis we need a more general
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understanding on whether EPIs work or not, and in which specific empirical
situations. We need to identify actual financial flows with more accuracy in order to
better assess the implementation of EPIs in relation to these two criteria.
A key issue is the distribution of economic effects across actors. This may be
understood only by looking at the specific institutional context (including property
rights/expectations); it also needs to be matched with the environmental
burden/responsibility of each (group of) stakeholders. This also highlights the issue
of PPP and responsibility. It was also pointed out that the distribution of effects
beyond the catchment area of EPI application may also have to be considered; for
instance the impact on other regions/countries in terms of competitiveness.
Overall reaction to the “enhanced” distributional effects analysis approach was
positive, however, there was concern that not all the case studies had adopted the
approach. It was explained that this was an exploration of the approach and it had
highlighted the increased resource demands and requirements for planning future
analysis.
It was commented that an EPI can be evaluated only taking into account the
specificities of each case study and the EPI objectives; so we should distinguish in the
analysis of general observations from those empirically grounded in the analysis
from reports and/or stakeholder interviews (clearly stating the distinction).
As a conclusion, the group agreed that we have to work with limited information, so
the key starting point is a clear account of financial flows through the different
stakeholders; this is needed for transparency and understanding of actual incentives.
An interesting observation during the discussion concerned the analysis framework
used for distributional analysis; it was argued that it could be extended and adjusted
to provide an organizing framework for the different criteria in the assessment
framework in WP2.
WG3 – The delicate question of transaction costs and their relation to institutions and
policy implementability
David Zetland – Wageningen University
Institutions, TCs and policy implementability are all related. In the working group, it
became understood how they work together. In the Australian case, TCs were
lowered over time by unbundling water entitlements and overtime, TCs, in terms of
completed trade, fell. What is important is how the EPIs are evolving through time
and TCs are changing. The bottom line is if the instrument makes the stakeholders
and farmers very wealthy or if it is just a “boring” place when they only trade water.
The Dutch Groundwater tax was put in place from an institutional perspective, but it
was actually not effective, and was revoked last year having had no environmental
impacts, even though it was called a green tax. In the case study in Dorset, co-op
agreements were put in place based on information collected by experts sent in the
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fields. Programs were tailored for farmers who had different practices on the ground.
There might have been TCs, but the instruments ended up being effective both for
the farmers and the reduction of nitrates.
One participant stressed that we need to find a proper and reasonable balance
between TCs, sustainability, externalities and private interests. In a city, for example,
we do not evaluate a transport system just on the basis of how fast it is, but also on
the basis of its quality and sustainable components. David Zetland referred to the
water metering case study in the UK where there is a certain balance between these
different needs. An EPI works better when these needs are balanced resulting in
pragmatic results.
Eduard Interwies recommended applying some caution on how we synthesize the
results and generalize them. Generic results are favourable, but they must be
obtained with care, since case studies are not always very specific. In that respect it is
important to have an understanding and transparency on financial flows.
There were several comments on the approach used in assessing EPIs, stressing that
decision-making is important and the way EPIs are presented and discussed seems
to disregard the existence of continuously changing environments. Besides design
and implementation, the measure of performance is also important, and easier to
establish in some cases (water markets for instance because there are more feedback
coming from the market). However there must be consideration of short-term
inefficiency. Decisions need to be taken on a limited amount of information; in a
water project, where water may run for 20 years time, it is not possible to have all the
adequate information. Therefore a study must design a system that will work on the
basis of not having information.
Key conclusions:


Transaction costs and institutions have considerable impact on the
implementability of the EPI.



The reduction of transaction costs in the Australian water rights market (see
CS#239) has led to an increase in water rights trading. The reduction in
transaction costs has been achieved by, e.g.:
o Unbundling of water rights,
o Establishment of bank like water accounts in which water could be
traded in a manner which can be compared to “online banking” thus
reducing time needed for the transaction as well as transaction costs
related to finding and establishing a trade,
o Increase in transparency of water rights trading by publishing bids
and offers online, thus establishing a system similar to trading shares
on a stock market exchange,

9

The role of the Unbundling water rights in Australia’s Southern Connected Murray Darling
Basin
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o Reduction of third party appeals due to the establishment of “rules of
the game”, thus decreasing court cases (and related transaction costs),
o Following these changes, transactions can happen within 2-3 days
instead of the prior needed 60 days.


“Voluntary” agreements are a means of reducing information costs so that
farmers can use resources efficiently (Dorset Case Study).
o Changes that cost farmers money require subsidy – (may also be paid
under the table).



Institutions need some time to adapt to maximize the desired impact of the
EPI:
o Following problems with overallocation (too little water to satisfy
water demand based on issued water rights), an institutional change,
led to the rule which only allowed water allocations if that water
existed at that time (not based on weather forecasts) – AUS case study,
o To address the competitive disadvantages of water rights traders
which were not able to identify policy changes which impacted their
trade decisions on a constant basis, an institutional change introduced
that policy changes were only announced on the first and 15 th of each
month at the same time when the water accounts are credited,
o New institutions were created in AUS to be responsible for the
different parts of the unbundled water rights. This considerably
decreased transaction costs,
o Issue of including EPIs in England: Difficulty of change—dependency
on Primary Legislation.



The influence of dominant stakeholders has a major impact on policy
implementability across a range of case studies: as such, the pesticide tax in
France could not be increased to its optimal level due to resistance from
farmers. While revenues were generated with the tax, it did not impact the
farmers’ decisions on reducing pesticide use.



Groundwater tax in NL—exemption of farmers and lack of monitoring gutted
environmental component (impeded policy implementability).



Case studies / examples in which transaction costs, institutions or policy
implementability were so significant that it blocked the EPI implementation
o Water markets in California (USA) broke down because the approval
of transactions took too long,
o As farmers receive water for a reduced rate in Israel, there is a public
resistance for farmers selling water to cities and making money
despite the publicly paid subsidy for their water,
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o Transaction costs for determining rainwater fees in e.g. Germany,
which are based on the amount of impermeable areas, can be
decreased by using GIS technologies to determine the impermeable
area in future,
o In the UK, too high transaction costs impeded water trades via
common carriage.

SESSION IV: INNOVATIVE EPIS -- BUT WHAT DOES INNOVATIVE REALLY
MEAN? Chaired by Colin Green (Middlesex University – Flood Hazard
Research Center) and Manuel Lago (Ecologic Institute)
Panel members:
Prof. Mike Young, University of Adelaide, Australia
Dr. Iddo Kan, The Hebrew University of Jerusalem, Israel
Mark Kieser, Kieser & Associates, LLC, United States
Dr. Andrew Yates, University of Richmond, United States
Prof. Guillermo Donoso Harris, Universidad Católica de Chile, Chile
Innovation, Colin Green – Middlesex University
Colin Green gave the audience an entertaining and interrogative presentation about
innovation and change. Innovation is linked to change but is in fact change desirable,
and if not how can we discourage it? We want to make endogenous change. How can
we change policy in order to induce a change in behaviour? How effective are forms
of power? Economics is fundamentally about power.
What determines who adapts to change and what to adapt to? Who are the early
adopters and who are the late ones and what did they do? More specifically why has
water consumption stayed the same despite previsions of increase and why is
Germany 30 years ahead of everybody else in delivering sustainable water
management? What happened and why? The re-use of industrial water and
improvement of water productivity in different sectors can explain it.
What is the maximum possible change? Energy efficiency of iron has decreased
considerably between 1700 and 2000, but we cannot get efficiency indefinitely
because of the law of thermodynamics. Can the differences be attributed to different
habits, or to technology? Power is the capacity to induce change but change is not
instantaneous, not costless, and attention is scarce.
Why has there not been a policy change to EPIs? Are the WFD and economists
inducing change too slowly? Is that because of the power of opposing groups or of
insufficient differences for markets to work, or risks are too high?
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Discussion
Following the questions posed by Colin Green, Mike Young commented that
experience is lacking in working with large groups of people under proper
communication. In Australia, the economic policy switch appeared within 2 years. A
National Competition Policy was introduced in 1994 and committed to very precise
principles. Regions responded very quickly because they had clear guidance and
eventually, Australia has reached a mature market. We need to get communication in
the right language. Iddo Kan suggested that the issue with EPIs is related to their
implementation and how we make them work in reality. In Israel, for instance, EPIs
cannot be isolated from the political system. Therefore political power is very
important in the choice and implementation of EPIs. In every country of the EU, the
situation might be different and the challenge is to fit an EPI to a specific country
with an emphasis on national political and economic situations.
Mike Young added that Australia was in the same economic situation as Europe is
today, and the solution was to stop playing politics with water and move to market
quickly. The Water Blueprint is a tremendous opportunity in this direction. Australia
made the change before the water management crisis happened. Bernard Barraqué
added that in Germany, North of France, Berlin or the Netherlands, water
consumption is low, and therefore there is in fact nothing to do. An EPI would not
work. The problem lies with agriculture. We keep water management local. What is
needed is multilevel governance.
For Guillermo Donoso-Harris, the problem is that we do not like change in general.
Change generates uncertainty and makes us anxious, although velocity of change is
higher today. Therefore the first thing to understand is that we do not like change.
Politically it is not attractive to implement EPIs because political terms are shorter
than the occurrence of benefits of the implementation, which are medium to long
terms. Experiments show that EPIs do not work because of implementation. There is
a lack of data and information to evaluate reasons for failure. Successful change
processes are characterized by strong management. We need to identify natural
leaders that can communicate change positively and people will follow. According to
Mark Kieser, high-level persons are needed to support innovative ideas and to
transpose them in the long term. For Guillermo Donoso-Harris, however, there is a
need for change in behaviour with regards to resources and pollution. In Chile, the
mining sector is three times more efficient than other sectors. New mining companies
who have made innovations in water efficiencies are companies that have had to buy
water use rights; therefore the cost of scarcity is very real. On the contrary,
agriculture has a historic right to water, so despite the fact that water use rights
increased, they have not yet been internalized.
David Zetland thinks that we expect too much from EPIs. We chose an instrument
and we expect it to do everything. We should separate social instruments and
economic targets alleviating the poor, instead of mixing them. We need to clearly
separate objectives and assign clear and unique objectives to each instrument. For
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instance, water tariffs should be set as not to affect distribution, and provide
subsidies when necessary, while communicating with transparency recovery costs.
According to Jaroslav Mysiak, the balance between regulation and market-based
instruments got lost in Europe. Mike Young emphasized that there are lots of
opportunities to be created to introduce change. In some countries, opposition to
change is massive (Ireland), but mild in others (Germany). Thus we can choose areas
where adoption for change is easiest. According to Colin Green, there is no path
dependency, when something does not work it needs to be changed. Guillermo
Donoso-Harris opposed this idea because to redesign or undo policies is difficult and
can be a long process. In Chile, it took 20 years of debate to obtain a reform which
eventually had mild effects. Pierre Strosser stressed that we do not know where
innovation is—pollution reduction can represent a market for some sectors.
Innovation in water policy becomes relevant when current policy is a bottleneck.
Organic farming developed because there is a big industry that has an interest in
driving the sector and luckily it creates positive environmental outcomes. Should
there be an EPI or should it be regulated? Colin Green agreed that we need modesty
and adopt adaptive management: learning by doing. To use a mix of instruments can
be a solution too.
As a conclusion, innovation and EPIs are about social skills and connections, not
economics. We need leaders and champions and to involve stakeholders. It is about
adaptability and learning. Language and communication is crucial. Water only gets
onto the agenda if it is hocked up to another topic such as economic growth.
SESSION V – HOW DO EPIs CONTRIBUTE TO SOLVING WATER
MANAGEMENT PROBLEMS?
WG1 – Addressing water quality issues10
Maggie Kossida - NTUA
Maggie Kossida began by clarifying that the main purpose of the EPIs discussed in
this group was securing water supply; impacts on water quality/ecological status are
indirect and uncertain to assess. Sometimes these indirect impacts are not negative,
such as the reduction in CO2 emissions due to reduced reliance on desalination for
drinking water. Overall, these EPIs sought to change individual behaviours, but the
driving forces for achieving this were not always clear.
For the economic assessment of these water quality cases, there were minimal or no
reports of cost-effectiveness. Generally, burdens were carried by governments and
municipalities, which came from the costs of the recovery of water. In the case of the
California trading scheme, revenues were achieved, but only among those in the
higher tier of the price system.
http://www.feemproject.net/epiwater/pages/events/120126/ppt/ses_5_wg1_kossida_quantity.pdf
10
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For distributional effects, the working group discussed the broader question of
whether EPIs are fair metrics in general; also, does equity truly need be considered
when evaluating an EPI? For example, in some cases, low-income households were
burdened by the pre-existing water regime; is an EPI a good instrument for
remedying this, or should there be separate mechanisms?
Private firms generally have an easier time obtaining upgrades of facilities because
they can pass their costs onto customers, as opposed to public administrations. Thus
public participation is important, although the development department in Cyprus
did not pursue it, and while there were referenda in Italy, there was no conclusive
public participation. For these cases, transaction costs would occur most when public
education or consulting becomes more extensive.
All of the water quantity cases carried significant uncertainties. These uncertainties
end up affecting the overall outcome and fulfilment of the EPI’s objective. In some
cases, the EPIs had unclear objectives from their implementation, and in other cases,
the EPI’s direct impact cannot be measured. The sustainability of the EPIs also
reflected uncertainty due to its dependence on supply and demand factors. Beyond
economic uncertainty, each EPI relies on a consistent political setting.
The conclusions of the findings of WG1 were as follow:


Uncertainty must be addressed in all of its factors on a case-by-case basis.



There needs to be an adaptive learning process when developing the EPIs.



Although uncertainty will always exist, a true “hydroeconomic” analysis is
necessary.



There should always be a “back-up plan” as well as the ability to adopt
changes in light of changing circumstances.

WG2 – Tackling Water Quality Concerns11
Anders Branth Pedersen - NERI
Anders Branth Pedersen reported the conclusions from WG2 on water quality by
outlining the “main points” of their discussions. They found that for water quality,
EPIs do produce some positive environmental outcomes, but there has not been a
way to determine the actual magnitude related directly to the EPI. Therefore, because
this full information is lacking, it is further difficult to assess the true costeffectiveness of the measures. The need for political will for EPI implementation has
been apparent, but that must be met by willingness to optimize the EPI and their
evaluation. From the start, there is a need for more thinking and designing about the
future impacts and maintenance of the EPI. As well, there is a need to have a more
detailed assessment of the EPI’s goals and external impacts.

11

http://www.feem-project.net/epiwater/pages/events/120126/ppt/ses_5_wg2_reporting.pdf
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WG3 – Protecting Aquatic Ecosystems & The Sustainable Development of
Hydropower12
Pedro Andrés Garzón - ACTeon
The specificities of hydropower generation
Hydropower generation operates at the interface of two different policy objectives: i)
the promotion of renewable energy sources and ii) the sustainable management of
aquatic ecosystems, in particular with regards to their hydromorphological
characteristics. Both the German and the Swiss cases seemed to be able to align both
objectives.
A very important characteristic of the hydropower sector is given by the long
concession periods accorded to the hydropower stations (10s up to 100 years or even
unlimited rights). Although the legal requirements for hydropower use changed over
time in order to take in particular the requirements of the EU Water Framework
Directive into account, the practice of long-lasting concessions and the legal security
linked to it lead to the situation that it is only when concessions need to be renewed
that compliance with environmental requirements takes place / are enforced.
One declared main aim of the EPI in both the German and the Swiss case is hence to
provide incentives for the compliance with these requirements earlier in time. This
raised the question of the additionality of the effects of the EPI, which can be
observed particularly in the context of future or probable regulation. At the same
time it raised the importance of assessing the dynamics between a given EPI with
regulation, not only in simple terms of additionality but also as to how they reinforce
each other’s implementation. This concerns the scope of the instruments, whether it
provides only marginal effects and how it is integrated into a larger policy mix. In
some circumstances the EPI seems to have the (only) major effect of making an
existing regulation more acceptable (in the case of subsidies). However, this aspect
needs further investigation.
Another very pronounced aspect linked to EPIs applied in the hydropower sector is
linked to the uncertainty about the actual ecological effectiveness of measures
applied to improve the hydromorphological situation. This is reinforced by the fact
that (German and Swiss cases) no possibility is given to change or revoke the support
once approved. Although this does not seem to be optimal from an environmental
point of view, as rewards cannot be withdrawn even in cases where the measures
finally do not work, it can be explained by the institutional context, as incentives
targeting the hydropower plant operators need to provide for long-term investment
security in order to work.

12

http://www.feem-project.net/epiwater/pages/events/120126/ppt/ses_5_wg3_garzon.pdf
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In particular, in the German case, ecological improvements following the current
incentives are taking place where they are economically feasible, and not where they
would be most ecologically effective. This concerns in particular the small
hydropower plants, for which the provided incentives are not high enough.
Distributional impacts in the German and the Swiss case may need further attention,
as the costs are apportioned to a large number of electricity consumers; a process
which is lacking transparency. A strong distributional issue is given in the Italian
case, where pressures are limited to the local population situated around the
hydropower plant, whereas a wider population is benefiting from the energy
produced.
With regards to the transferability of the two EPIs presented, a specific issue had
been raised in case a leeway for negotiation is given for the acceptance of the
ecological improvement measures by the water authorities. This might provide rent
seeking and corruption opportunities in some contexts.
Assessment issues
Finally, two points raised are relevant to the review of the assessment framework of
the project. The first concerns the recommendation for a more extensive
identification and use of proxies when data are scarce. The second point relates to the
level of uptake of a certain instrument as a criterion for its success. Both the German
and the Swiss EPIs have been considered to be successful instruments—according to
the evaluation criteria of the assessment framework—but both instruments are
actually only applied to a small part of the respective hydropower sector.
SESSION VI: A Tour d’horizon of PTT Members’ Views and conclusions
Following the conclusions from the working group meetings, the PTT Members
weighed in on the results with their external expertise. They expressed the need for a
clear statement of capacity in the ex-post evaluations that sheds more light on the
transferability of each EPI onto different water issues. The PTT Members also
discussed the role of science-policy interface within the EPI-Water project. They
suggested developing a policy brief for them to later review that integrates references
to non-EPI Water cases, in essence validating other instruments that were not
directly addressed within the 30 case studies.
In addition, the PTT Members suggested that the partners address more targeted
cases studies using a revised Assessment Framework, based on the lessons from
WP3. WP4 should thus include a case that tests individual EPIs. They stressed that
the consortium partners must diligently share their results. Overall, they challenged
the EPI Water project to undertake reality tests of their assessed instruments.
Following their collective conclusions, all the PTT Members shared their individual
perspectives.
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Bernard Barraqué stressed that water must not be viewed as a pure market good.
Among EPIs, we have a series of taxes and charges, but perhaps we also need a third
category of instruments which would not be decided by government or by the
market, but would be levied at a cooperative level based on voluntary adoption by
communities.
Xavier Leflaive expressed that making the EPIs work was not the main concern of the
PTT; success or failure is not a relevant policy question. In fact, we are asking
ourselves questions that are very different from the answer. Rather, we should focus
on the added value of these instruments in various given contexts. With that, the
outcomes of WP4 will in fact depict relevant instruments. Eventually this project
does not create policies; rather it reforms ones that already exist. The case studies
themselves show evidence of this, for example the interplay between fines and
trading schemes: did the trading scheme add value or efficiency?
Lukasz Latala then spoke on EPI Water’s role in the Blueprint. He called on relying
further on hard data and modelling, but also stressed that social acceptability will
continue to be emphasized and must be assessed as well. He assured his confidence
that EPIs will play a strong role in the further development of the Blueprint Plan.
Mikael Skou Andersen explained that in accordance with Art. 4 in WFD, water
accounts should be considered for future evaluation to assess benefits. He suggested
that in the conference hall, the water sector itself was missing, which could hinder
the overall robustness of the conclusions.
Eduard Interwies called on the linking of elements, the point of using a CBA. The
issue of CBA is present and needs to be included in assessments. On policy issues
synthesis based on elements to be improved: it is CS basis, not policy
recommendations. The discussion integrates two frames of mind: economics and
politics. On one side economics is politics but on the other side we recognized the
need to let politics out of the economics. How can we integrate these two mind
frames in one report?
Guillermo Donoso-Harris sought to know what issues of design have hindered the
EPIs, and suggested to move from a qualitative analysis to a quantitative analysis.
Mark Kieser added that environmental and economic metrics are needed in EPI
assessment, and lack therefore may account for the failures of some of the cases.

Conclusion of Conference
Closing words were given by R. Andreas Kraemer, who noted that the quality of the
group sharing the conference has greatly improved involving experts from different
disciplines. The WFD contains clauses related to economics and we have now an idea
on what is needed to be done. Policies are taking into account institutional settings
and human nature. There is both hope and challenge in the work to do for the next
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two years. We look forward to the next meetings of the EPI-Water project, which will
take place in Madrid and Venice.
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