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Executive summary

EU Water Initiative

EU and WSSD

At the World Summit on Sustainable Development (WSSD) in Johannesburg in September 2002 the European Union (EU) formally launched the global Water Initiative: Water for Life – Health, livelihoods, economic development and security. The Council of the European Union has fully endorsed this initiative and it carries political support from the European Commission and the 15 Member States. 

Political support for the initiative is reinforced by commitments to achieve key water-related targets and the EU reconfirms its firm commitment to contribute to ensuring that:  

· By 2015, halve the proportion of people who do not have access to safe drinking water and adequate sanitation; 

· By 2005, develop integrated water resources management (IWRM) and water efficiency plans in all countries.
Improved access to water supply and sanitation can make a major contribution to poverty eradication, health improvements, quality of life and protection of the environment but their contribution is often underestimated.  Progress toward targets on water supply and sanitation has been slow, particularly with regard to sanitation, and a higher priority for these in poverty reduction strategies and sustainable development strategies is required.

Integrated water resources management with strong stakeholder participation, a pro-poor emphasis, and gender sensitivity is a key instrument to ensure the integration of water services within an overall water management framework.  Integrated water resources management also provides a framework to promote peace and security in transboundary water courses.  As such the EU also confirms it support for initiatives that promotes regional co-operation and economic development in transboundary water courses.  

Closing the financing gap is one of the major challenges, particularly in relation to establishment, rehabilitation, operation and maintenance of water supply and sanitation facilities. Improved efficiency of existing financial resources and the identification of mechanisms to attract additional financial resources will be important factors. The EU spends close to €1.5 billion on water resource development and management projects per year and improving the efficiency of these investments can make a difference.  Using these funds to leverage other forms of finance including from users and from the private sector should be investigated. The EU member states are ready to increase financial resources over the coming years, in response to the priorities EECCA countries set themselves.

Objectives of the EU Water Initiative

The EU-WI will provide a platform for strategic partnerships to implement the programmes of actions for the WSSD and to contribute to meeting the Millenium Development Goals (MDG) on water. Under the initiative, the EU seeks to work with its partners to:

· Reinforce political will and commitment to action

The global water crisis is not on the agenda of many political leaders of the world.  The initiative seeks to support governments in understanding the links between water, poverty and sustainable development and to help translate this into firm commitments for action.  

· Make water governance effective and build institutional capacity

Making water governance effective is an essential step in supporting healthy and productive lives and safeguarding the environment.  The initiative seeks to promote better water governance arrangements and good practice centred on the principles of integrated water resources management.  Capacity to plan, manage and implement programmes of action at all levels is central to achieving the desired outcomes and the initiative seeks to build capacity by providing expertise and knowledge and by facilitating access to information.  Research co-operation should form an import part of such activities.  
· Improve co-ordination and co-operation

A vast range of water-related activities are currently underway or planned but their inter-relationship is not always apparent.  The initiative seeks to provide a platform to co-ordinate and streamline activities and to establish multi-stakeholder processes to bring partners together.  The initiative seeks to support regional and sub-regional activities where clear commitment to collaboration exists.  As a contribution to peace and security it seeks specifically to support the build-up of river basin organisations and to assist in the development and application of river basin approaches in transboundary waters.

· Increase the efficiency of existing EU aid flows

Meeting the Millennium Development Goals will require considerable financing efforts. The initiative seeks to make the most of available funds and to increase the effectiveness of existing and future EU aid flows.  It seeks to use official development assistance as a lever for other forms of finance, including user finance and private finance, and to encourage the development of innovative funding mechanisms to create higher efficiencies. 

The initiative seeks to provide an umbrella under which a range of geographical and thematic components can be designed and implemented. The thematic components may vary for different geographic regions according to the problems and priorities in the different regions. Apart from the region specific thematic components the EU-WI will include two crosscutting components on research and financing, respectively. 

Thus, presently the EU-WI consists of four regional components: 1) Africa, 2) EECCA countries, 3) The Mediterranean, and 4) Latin America, as well as the two crosscutting components, but the EU seeks to encourage the expansion of the initiative into other geographical regions. EU has already reached agreements with Africa and with Eastern Europe, the Caucasus and Central Asia (EECCA countries, see EU-EECCA WI Declaration attached in Annex 1).

EU-EECCA Water Initiative

Background

The EECCA component will built on 1) the preparation for and follow-up to the WSSD Summit in Johannesburg, 2) and the on going Environment for Europe process.

A separate EECCA Environmental Strategy is under preparation by the EECCA environment ministers, under the auspices of the Environment for Europe process. As a result of meetings between EECCA and EU ministers and senior officials the EU Water Initiative’s EECCA component is now accepted as a partnership between EECCA and EU in implementing the water aspects of the EECCA Environmental Strategy. Thus, the EU-EECCA WI will focus on the two water themes identified as the key water problems/issues in the EECCA Environmental Strategy, namely “Improving the management of municipal water supply and sanitation infrastructure” and “Integrated management of water resources, including problems of transboundary river basins and regional seas”. The EAP/OECD Task Force has prepared a background paper on the first theme, whereas UNECE/GWP and UNEP/UNDP have prepared two background papers on the second theme. The analysis and recommendations in these background papers have been very valuable for the formulation of the EU-EECCA WI.

Building on existing initiatives and mechanisms of implementation

The EU-EECCA WI will build on existing water initiatives and mechanisms of implementation. The initiative is intended to reinforce existing partnerships and bilateral and regional programmes, by bringing partners with related water activities together under a common framework and co-ordination. Indeed the initiative strongly recognises the importance of on-going and planned activities and views these as “building blocks” under the overall umbrella of the initiative.  Similarly, the importance of existing networks and partnerships (e.g. GWP’s Regional and National Water Partnerships and the network of WHO Collaborating Centres dedicated to water and health) is fully recognised and the aim is to co-ordinate closely, not duplicate, such activities. The initiative will only add to the existing mechanism where it is absolutely necessary to fulfil the objective of the initiative, i.e. primarily at the co-ordination level. 

The activities under the umbrella of the initiative should also complement and reinforce other development processes for poverty reduction and sustainable development. Links to poverty reduction strategies (PRSPs), national strategies for sustainable development, regional and national frameworks for action, and water action programmes are important.  Implementation should also maximise the use of existing knowledge, methods and best practices.

Initial partners from the European side include the EU Member States, Switzerland, Norway, the European Commission, European civil society and the private sector.  Political commitment and stakeholder support has already been secured from the EECCA countries. As the initiative goes beyond the responsibilities of the Ministries of Environment the initiative will also involve ministries of water, infrastructure, etc. Other important partners presently include OECD, UNECE, GWP, UNEP, WHO Regional Office for Europe and other UN organisations and IFI’s.

Components of the EU-EECCA WI

The EU-EECCA WI has two thematic components: Urban water supply and sanitation, including financing of water infrastructure; and Integrated water resources management, including transboundary river basin management issues. These two components build on the ongoing Environmental Strategy for EECCA under the “Environment for Europe” process, and can to a large extent be seen as support to the implementation of the water – related objectives of this strategy.

Urban water supply and sanitation, including financing of water infrastructure.

The specific activity areas expected under this component comprise: 

· Improve water supply and sanitation infrastructure through investment and technical assistance

The above activity area is expected to account for the majority of the investments and the following activity areas are underpinning and complementing this activity area:

· Improve the institutional and regulatory framework for the urban water sector; including the role of private sector participation, performance indicators and contracts, including the development of model performance contracts between municipalities and utilities.

· Ensure the financial viability of the water sector; including the development of environmental financing strategies, and of tools to strengthen municipal and utility finance.

· Ensure that poor and vulnerable groups of the population have access to water services; including development of guidance documents, analysis and demonstration projects in areas such as affordability analysis, policy instruments for social protection, and public participation.

· Safeguard public health by strengthening the linkages between water management and health, including better surveillance, warning and response systems, and through supporting the implementation of the London Protocol on Water and Health.

· Protect the environment through, among other things, increased wastewater collection and treatment and through increased water use efficiency.

Integrated water resources management, including transboundary river basin management issues

The specific activity areas under this component comprise:

· Preparation of national water resources strategy and water action plans in support of the Johannesburg Plan of Action, including the promotion of water as an economic good in the planning and prioritisation process, (e.g. valuation of/charging for water, valuation of environmental services),

· Promotion and preparation of adequate water-related legislation (including strengthening of water licenses / discharge permit systems). Promotion of international conventions related to water resources management.

· Support to institutional capacity building and review of the organisational framework for water resources management, including basin management bodies and mechanisms for management of transboundary water bodies.

· Water resources monitoring and assessments (hydrometric/water quality monitoring system rehabilitation and upgrading of environmental laboratories)

· Support to improvement of public access to information, awareness of water resources problems and stakeholder and user involvement in decision-making,

· Support to river basin (including lakes and Regional Seas) / watershed management planning, including decision-support systems and integration of land and water management.

It is expected that each of these two thematic components will be have activities on three organisational levels:

· Regional – multilateral level. Activities at this level may comprise development of guidelines and best practices, exchange of experience, research, and support to regional institutions and collaborative mechanisms.

· Transboundary – bilateral level. Activities at this level comprise support to co-operation around shared water resources issues, for example in relation to shared river basins, lakes or Regional Seas.

· National – Sub-national level.  At this level, projects and activities at the country level and below will be supported. It is expected the main volume of the EU-WI will be at this level.

In addition the EU-EECCA WI will have two crosscutting components on research and financing. These originate from the global EU WI and will support the above thematic components:

· Research component dealing with integrated water management at catchment scale, with focus on transboundary river basins; integrated urban water management; management of water under scarcity and impact of supply management measures on human health under conditions of scarcity; development of scenarios of water demand and availability at 25-50 years.

· Financial component with the objective to increase the efficiency of existing EU aid flows and to show how development aid can be increasingly used as a catalyst for triggering other sources of financing for water, rather than being seen solely as the solution itself.

Identification of Building Blocks and Definition of an Action Programme

The core of each of the two thematic components consists of building blocks, which are the activities that will be undertaken during the implementation of the Water Initiative and which in combination will support the fulfilment of the objectives and of EU-EECCA WI. However, the Water Initiative is not static and will develop over time as more building blocks gets into the initiative and some building blocks are terminated after implementation. 

The building blocks may be existing networks and alliances or programmes and projects, which are either on-going, planned or under preparation (financed as well as unfinanced), or just identified as needed. Where gaps in the building blocks are evident and where needs to fill these gaps are expressed, such gaps have been and will continue to be addressed through identification of new building blocks. A building block may be large or small and it may involve partners from many or few EECCA and EU countries or other partners. What characterises the building blocks is that activities are in line with the declaration objectives and the adopted strategy and focus of the EU-EECCA WI.

The overall coherence of each of the two thematic components relies on the inter-relationship between the blocks such that these reinforce each other (rather than duplicating each other) in achieving the specific component targets and objectives. In order to ensure this overall coherence, the building blocks within each of the components are being grouped according to themes (e.g. legislation, monitoring and assessment, etc.) and according to the three major levels on which they may be implemented (regional, transboundary or national / sub-national level).

Organisation of the EU-EECCA WI

The design phase

The main body to develop the EU Water Initiative within the EU is a Multi-Stakeholder Forum. A broad range of interested parties from Europe, International Organisational and potential partner region constitutes this forum. The European Commission leads the forum and provides appropriate support.

A working group under the multi-stakeholder forum has been responsible for the development of the EECCA part of the EU-WI. Denmark is the lead country functioning as technical secretariat to the working group. The group has participants from EAP TF, UN ECE, GWP, UNEP, UNDP, WHO Regional Office for Europe, OSCE, Denmark, EU Commission, EU member states, selected EECCA representatives (representing e.g. the EECCA environmental strategy process, the OECD EAP working programme and the GWP network), WWF, other UN organisations and NGOs, and IFI´s. 

Implementation phase

When the implementation phase starts after the “Environment for Europe” Ministerial Conference in Kiev, May 2003, a permanent organisational set-up of the EU-EECCA WI needs to be established. The organisational set-up, co-ordination and management mechanisms of the EU-EECAA WI are likely to comprise the following elements:

· General EU-EECCA WI co-ordination mechanism. The present working group may be expanded with additional stakeholders from EECCA, EU and interested international players. The group may function as a general advisory body to the initiative. The group could meet biannually or annually to review progress and discuss the overall strategic direction. 

· A Secretariat function: A small secretariat function will be needed to support the working group, to co-ordinate further development and implementation of the initiative. This function should be established building on existing mechanisms if possible.

· A monitoring function. Consolidated monitoring and reporting of progress towards meeting the water sector objectives and targets is an important added value of the EU-EECCA WI. This function needs an organisational anchor point.
· Co-ordination mechanisms for the thematic components.
 The core stakeholders, to be involved in the urban water supply and sanitation component, are not necessarily the same as the stakeholders to be involved in the IWRM component. In order to ensure ownership, participation and technical depth and focus there may be a need to complement the general co-ordination mechanisms with mechanisms focusing on each on the two components. 

· Country level co-ordination. At the national level, the initiative may be guided by national advisory committees that brings together the important national stakeholders from government, private sector and civil society as well as the EU donor representative and international organisations. These advisory committees should build on existing national partnerships and donor co-ordination mechanisms when relevant.

The implementation mechanisms should to the extent possible build on existing institutions and mechanisms. Existing mechanisms and institutions that could be considered comprise those related to on-going collaboration such as the Environment for Europe process as well as national and regional organisations. Some of the possible organisations include those already involved in the design phase. Several of these have already expressed their interest in contributing actively in the co-ordination and implementation of the water initiative.

As the EU-EECCA WI contributes to the implementation of the EECCA Environment Strategy, it is important that clear links are established between the co-ordination and implementation mechanisms of the EU-EECCA WI and those that will be given responsibility for the implementation of the Environment Strategy.

It is suggested that implementation procedures and mechanisms be finalised during an inception phase before the actual implementation can take place.

1 the eu water initiative

1.1 Averting a water crisis

Over 1 billion people world wide lack access to safe water supply and almost 2.5 billion people lack adequate sanitation. More than 5 million people die each year from water-related diseases that are mostly preventable.  Water problems are most acute in Africa where it is estimated that 300 million people are affected by water shortages.  

The global water crisis is a threat to economic development, to poverty reduction, to the environment, and to peace and security.  Water is central to sustainable development and solving water problems means progress across all pillars of sustainable development: economic, social and environmental.  

The challenges for the water sector have been highlighted in many forums at international, regional, national and local levels.  The global and regional Visions and Frameworks for Action presented at the 2nd World Water Forum (The Hague, 2000) provided a new impetus in formulating comprehensive plans of action to meet the challenges.  The recent International Conference on Freshwater (Bonn, 2001) reiterated many of the issues and concerns and set out recommended plans of actions in a number of key areas.

1.1.1 EU and WSSD

At the World Summit on Sustainable Development (WSSD) in Johannesburg in September 2002 the European Union (EU) formally launched the global Water Initiative: Water for Life – Health, livelihoods, economic development and security. Within this new framework the EU has reached agreements with Africa and with Eastern Europe, the Caucasus and Central Asia (EECCA). 

The EU Water Initiative has been developed in a multi-stakeholder process and is open to all partners and regions. It aims to improve the efficiency of existing financing mechanisms through better co-ordination. A priority is to increase the transfer of knowledge through institutional capacity building, targeted research and scientific co-operation. EU funding is intended to attract additional financial resources.

The Water Initiative promotes co-operation between countries sharing an international river basin in managing their water resources. Europe's experience shows that such co-operation stimulates economic development and regional integration as well as preventing conflict over water.  Through the initiative the EU will help its partners to develop integrated water resources management plans by 2005 - another WSSD goal and achieve a sustainable balance between human water needs and those of the environment. 

All partners are committed to ensuring that clean water and sanitation are given appropriate priority in the future. This initiative promotes better water governance arrangements and transparency, building stronger partnerships between governments, civil society and the private sector. Effective public services are a basis for sustainable water governance.

The European Union (EU) recognises the unique opportunity that the WSSD provided to achieve progress on sustainable development, including clear targets and timetables. In response to demands, the EU has established this Water Initiative as a key contribution to the implementation of the WSSD programme of action and to help achieve water-related Millennium Development Goals (MDGs).  

The Council of the European Union has fully endorsed the initiative and it carries political support from the European Commission and the 15 Member States.  The initiative is being developed in an open and transparent manner and is based on strategic partnerships in specific regions that draw together government, civil society, private sector and others to help achieve the water-related goals.  Initial demand has been articulated by the representatives from both Africa and the EECCA countries and in responding to this demand the initiative has full political support from the respective governments, and other stakeholder partners, in these regions.  

1.1.2 Committing to targets and actions

Political support for the initiative is reinforced by commitments to achieve key water-related targets and the EU reconfirms its firm commitment to contribute to:  

· By 2015, halve the proportion of people who do not have access to safe drinking water and adequate sanitation; 

· By 2005, develop integrated water resources management (IWRM) and water efficiency plans in all countries.  
Improved access to water supply and sanitation can make a major contribution to poverty eradication, health improvements, quality of life and protection of the environment but their contribution is often underestimated.  Progress toward targets on water supply and sanitation has been slow, particularly with regard to sanitation, and a higher priority for these in poverty reduction strategies and sustainable development strategies is required.  

Water resource management needs to be addressed at all levels and should be based on the natural river, lake or groundwater basin.  Integrated water resources management with strong stakeholder participation, a pro-poor emphasis, and gender sensitivity is a key instrument to ensure the integration of water services within an overall water management framework.  Integrated water resources management also provides a framework to promote peace and security in transboundary water courses.  As such the EU also confirms its support for initiatives that promote regional co-operation and economic development in transboundary water courses.  

Implementation must ensure a balance between human water needs and those of the environment.   Freshwater ecosystems provide a range of vital services related to biodiversity, the hydrological cycle, and self-purification capacity.  The health of ecosystems is therefore key to human health, to sustainable development, and to poverty reduction and vice-versa.  Improvements in efficiency and sustainability of water use, and river basin management, should contribute to the goals to halt or reverse the current loss of natural resources and biodiversity by 2015.
1.1.3 Achieving the targets

To meet the challenges, the policy profile of water needs to be higher on local, national and regional agendas. This political commitment needs to be translated into co-ordinated action. The primary responsibility for ensuring equitable and sustainable water resources management integrated into development strategies rests with local and national governments, and their sustained ownership of both policies and projects is essential to achieve results.  Applying a consistent sectoral approach to support partner countries and regions can also ensure better coherence, co-ordination and complementarity. 

Good governance, political and sectoral reforms are necessary. Indeed, it has been stated that ‘the water crisis is mainly a crisis of governance’ (GWP, 2000) and making water governance effective is a major challenge for most countries.  Better governance arrangements and measures to safeguard against corruption and financial and operational mismanagement are important. Partnerships between public, private and civil society actors have to be promoted, ensuring that those partnerships remain equitable, transparent, safeguard consumers' and investors' interests and maintain high standards of environmental protection.  Institutional strengthening, capacity building and expanding the knowledge base is essential to support sound planning and decision-making processes.  Such processes should also guarantee participation of all stakeholders and popular ownership of policies and strategies. 
The targets cannot be achieved without addressing a number of other horizontal or crosscutting issues. Gender inequality hinders growth, poverty reduction and progress in health and education. The role of women in household water provision and use is frequently ignored in planning and management processes and their potential role in income-generation and poverty reduction programmes can be underestimated. Mainstreaming gender equity is essential in meeting the targets. The importance of water in environmental sustainability and integrity and functioning of natural ecosystems, which sustain our existence, are also key factors. These issues and others can also benefit from research to develop the critical knowledge needed for policy formulation and to implement policies and principles. 

Closing the financing gap is one of the major challenges.  Financial estimates to meet the Millennium Development Goal for water and sanitation, as reported in 2001 by the UN High Level Panel on Financing for Development, suggested that between US$10-29 billion per year is required on top of the roughly US$30 billion already being spent.  These figures reflect the needs for water supply and sanitation only and significant other resources will also be required for all other aspects of water management.  

Improved efficiency of existing financial resources and the identification of mechanisms to attract additional financial resources will be important factors. Globally, the EU Commission and EU member states spend close to €1.5 billion
 on water resource development and management projects per year and improving the efficiency of these investments can make a difference.  Using these funds to leverage other forms of finance including from users and from the private sector should be investigated.

An outcome of the Conference on Development Funding (2002) was the Monterrey Consensus, a commitment to mobilise and increase the effective use of financial resources and to achieve national and international economic conditions to fulfil internationally agreed development targets.  Recalling its commitments made in Monterrey, the EU is ready to increase and deliver these resources over the following years within the context of countries’ efforts to reduce poverty in the framework of sustainable development.  Ensuring some of these resources feed through to water-related activities requires the water sector as a whole to be treated as a key priority.  Whilst such additional funds can make a contribution to achieving the Millennium Development goals on water it is clear that additional efforts will be necessary to close the financing gap. . The EU member states are ready to increase financial resources over the coming years, in response to the priorities developing countries set themselves.

1.2 Objectives

The EU Water Initiative seeks to make significant progress in poverty eradication and health, in the enhancement of livelihoods, and in sustainable economic development.  The initiative also seeks to serve as a catalyst for peace and security.  

The initiative provides a platform for strategic partnerships to implement the programmes of action for the WSSD and to contribute to meeting the Millennium Development Goals on water. Under the initiative, the EU seeks to work with its partners to: 

· Reinforce political will and commitment to action

The global water crisis is not on the agenda of many political leaders of the world.  The initiative seeks to support governments in understanding the links between water, poverty and sustainable development and to help translate this into firm commitments for action.  

· Make water governance effective and build institutional capacity

Making water governance effective is an essential step in supporting healthy and productive lives and safeguarding the environment.  The initiative seeks to promote better water governance arrangements and good practice centred on the principles of integrated water resources management.  Capacity to plan, manage and implement programmes of action at all levels is central to achieving the desired outcomes and the initiative seeks to build capacity by providing expertise and knowledge and by facilitating access to information.  Research co-operation should form an import part of such activities.

· Improve co-ordination and co-operation

A vast range of water-related activities are currently underway or planned but their inter-relationship is not always apparent.  The initiative seeks to provide a platform to co-ordinate and streamline activities and to establish multi-stakeholder processes to bring partners together.  The initiative seeks to support regional and sub-regional activities where clear commitment to collaboration exists.  As a contribution to peace and security it seeks specifically to support the build-up of river basin organisations and to assist in the development and application of river basin approaches in transboundary waters.

· Increase the efficiency of existing EU aid flows

Meeting the Millennium Development Goals will require considerable financing efforts. The initiative seeks to make the most of available funds and to increase the effectiveness of existing and future EU aid flows.  It seeks to use official development assistance as a lever for other forms of finance, including user finance and private finance, and to encourage the development of innovative funding mechanisms to create higher efficiencies.

1.3 General principles for the initiative

1.3.1 Adding value 

The initiative seeks to provide an umbrella under which a range of geographical and thematic components can be designed and implemented.  It offers several mechanisms by which value can be added to on-going and future actions through improved co-operation and co-ordination, increased efficiency and effectiveness and promotion of sector-wide approaches.  

The EU can draw on a wealth of experience and knowledge in many fields of water related activity and has much to offer in promoting change and best practice.  For example, at the local-level, EU development programmes strongly advocate the integration of water supply together with sanitation and hygiene education programmes.  At the basin scale, the EU is implementing a Water Framework Directive as a means to ensure sound management practices within its own waters.  

The EU has a long standing experience in the management of transboundary rivers and has adopted an international, integrated river basins approach in the new Water Framework Directive that became law in December of the year 2000.  The Water Framework Directive sets clear environmental objectives and requires that all partners in a given river basin manage their waters in close co-operation irrespective of international borders.   The European Union experiences show that at an integrated river basin management level, participation by all stakeholders together with knowledge and information exchange will promote economic development institutional sustainability and conflict prevention. This experience of water management is not only confined to Europe itself.

Lack of knowledge sharing can engender economic inefficiency and social inequity in water allocation and use and thus come with potentially high social and economic costs. Scientific knowledge is becoming more generally recognised as crucial for socio-economic development in relative harmony with the natural environment of a country or region and is looked upon as an important confidence building mechanism for transboundary issues.  As a result, there is growing demand in partner countries for intensified scientific co-operation with Europe’s research community.  

Europe has developed a relevant research and innovation potential in the water sector. Research and innovation is essential for developing new technologies and approaches for the sustainable use of water resources. This advanced scientific and technological skill applies particularly to water supply and sanitation, as well as to the development of tools, methodologies and approaches for the implementation of integrated water resources management policies. Solutions to problems have to derive from the analysis of the local situations and partnerships with local research institutions, stakeholders and citizens is therefore essential for developing long-lasting sustainable water management solutions.

1.3.2 Building on existing initiatives through partnerships

The initiative is intended to reinforce existing partnerships and bilateral and regional programmes.  Indeed, the initiative strongly recognises the importance of on-going and planned activities and views these as building blocks under the overall umbrella of the initiative.  Similarly, the importance of existing networks and partnerships (e.g. GWP’s Regional and National Water Partnerships), is fully recognised and the aim is to co-ordinate closely, not duplicate, such activities.  

The initiative seeks to promote a range of financial mechanisms already available to water projects and to draw from relevant EU and partner experience.  It actively seeks to locate the gaps in the provision of financing and to take co-ordinated and joint action to fill them. Overall, the aim is to seek the right mix of financing options both for capital finance and cost recovery programmes. The initiative also provides a strong lobby calling for additional financing into the sector and could serve as leverage to direct some of the Monterrey Commitments to action programmes on water.

The success of the initiative relies on political commitment from the partners together with stakeholder ownership.  As a strategic partnership, the initiative is open to all partners willing to commit to the objectives, targets, and guiding principles.  Basic principles of flexibility and transparency will be applied throughout the design and implementation of the initiative. Components should be demand-led with specific objectives and ownership resting with a lead partner or partners.  

Components under the umbrella of the initiative should complement and reinforce other development processes for poverty reduction and sustainable development. Links to poverty reduction strategies (PRSPs), national strategies for sustainable development, regional and national frameworks for action, and water action programmes are important.  Implementation should also maximise the use of existing knowledge, methods and best practices.

Initial partners from the European side include the EU Member States, the European Commission, European civil society and the private sector.  Political commitment has been secured from Africa and the EECCA countries and work has begun on the development of specific components for these regions through consultations involving initial partners and stakeholders.  As the initiative develops, other governments, the IFI’s, the UN agencies and other relevant organisations and stakeholders will be encouraged to become partners.

1.3.3 A modular approach

Whilst the water crisis has global implications, it is at regional, national and local levels that actions and solutions need to be implemented. The initiative is building on a modular approach with specific components addressing thematic priorities in different geographical contexts as well as other critical crosscutting issues. The geographical contexts include Africa; EECCA; South and South-East Asia; Latin America; Mediterranean; and, Small Island States (e.g. Pacific and Caribbean).  Within any one region there may be one or more thematic priorities identified and each component should have specific objectives.

The modular approach enables the initiative to develop appropriate responses for different geographical regions and their priorities.  This evolutionary process ensures it is shaped through response to demand rather than being pre-determined.  Shaping the initiative should remain transparent and is centred on a policy of equal partners working toward common objectives and targets.  In support of this, rules of procedure will be developed as part of the design phase for the initiative.    

Each component will consist of building blocks. The design phase for each component includes identification of current building blocks, which may be existing networks and alliances or programmes and projects, which are either on-going, planned or under preparation. The overall coherence of the component relies on an inter-relationship between the building blocks such that these reinforce each other in achieving the specific component objectives. Where gaps are evident these will be addressed through new building blocks.  The design phase concludes with the definition of an action programme and subsequent implementation will ensure local ownership and leadership of these programmes.

1.4 Components of the EU Water Initiative

1.4.1 Regional components

In response to political commitments and identified needs from the African and EECCA nations the initial regional components focus on these two areas.  

African Component

Two key thematic areas have been identified under the African component, namely:  

· Water Supply and Sanitation – with a focus on water supply and sanitation in rural, urban, peri-urban areas

· Integrated Water Resources Management – with a focus on transboundary river basins

EECCA Component

There will be two main thematic pillars of the EECCA component:

· Urban water supply and sanitation, including financing of water infrastructure

· Integrated water resources management, including transboundary river basin management issues

The EU seeks to encourage expansion of the initiative in other geographical regions. Discussions are already underway with key stakeholders in the Mediterranean and a Latin America component is also under preparation.

1.4.2 Crosscutting components

Research Component

Research is included as an initial crosscutting component that seeks to build on the existing successful experience on bilateral and EU scientific/technical co-operation to strengthen partnerships and streamline activities. 

Financing Component

In recognition of the central role financing plays in implementing the emerging joint action programmes a separate finance component is under development within the initiative to address these issues.

2 The eecca component of the EU Water Initiative

2.1 Context

2.1.1 Major problems and challenges within the water sector in the EECCA countries

The EECCA
 countries face tremendous challenges in providing their populations with adequate water supply and sanitation services and in safeguarding and securing a sustainable management of the water resources.

The importance of water to human livelihood is well reflected in the following statement by the UN Committee on Economic, Cultural, and Social Rights in December 2002: “Water is fundamental for life and health. The human right to water is indispensable for leading a healthy life in human dignity. It is a prerequisite to the realisation of all other human rights.” 

Improved access to water supply and sanitation can make a major contribution to poverty eradication, health improvements, quality of life and protection of the environment but their contribution is often underestimated.  Progress toward targets on water supply and sanitation has been slow, particularly with regard to sanitation, and a higher priority for these in poverty reduction strategies and sustainable development strategies is required.

Integrated water resources management with strong stakeholder participation, a pro-poor emphasis, and gender sensitivity is a key instrument to ensure the integration of water services within an overall water management framework.  Integrated water resources management also provides a framework to promote peace and security in transboundary waters.  As such the EU also has confirmed its support for initiatives that promote regional co-operation and economic development in transboundary waters.

Some of the major challenges facing the region relating to the two aforementioned water themes have been identified as part of the EECCA Environmental Strategy process, and as such are priority issues of the region:

· Low quality of water services, threats to public health and environmental risks

· Overuse of water resources

· Pollution originating from river effluent and coastal urban areas

· Overexploitation of living resources and habitat destruction

· Economic and financial crisis

· Unclear and weak institutional and regulatory framework

· Improvement of infrastructure and non-structural measures

· Monitoring and assessment

· Access to information, public participation and access to justice

· Development of concerted action programmes

These and other challenges are addressed by a plethora of programmes and projects sponsored by EU, EECCA countries and other financial sources. However, the present co-ordination and co-operation between stakeholders leave room for improvement, which leads to a sub-optimal use of available financial and human resources. Sometimes critical needs in the water sector are left unattended or under-funded, and sometimes duplication of efforts takes place.

The EUWI seeks to provide a vehicle to overcome these weaknesses in the way the problems of the water sector are currently addressed.

2.1.2 “Environment for Europe” and the WSSD process

The EECCA Component of the EU Water Initiative builds on the on-going “Environment for Europe” process. This process was launched in at a Ministerial Conference in Dobris, Czechoslovakia, 1991. Subsequently Ministerial meetings have been held in Lucerne (1993), Sofia (1995) and Aarhus, Denmark (1998).

During the Lucerne Conference in 1993, the Ministers endorsed the Environmental Action Programme for Central and Eastern Europe (EAP/CEE). At the same time, Ministers established the EAP Task Force (with a Secretariat at OECD) and the Project Preparation Committee (with a Secretariat at EBRD) to facilitate the implementation of EAP. In Sofia in 1995 and in Aarhus 1998 the progress of EAP/CEE was assessed, and it was decided that after Aarhus the process should refocus from CEE on to EECCA in order to prevent further environmental degradation in these countries.

Ministerial Declaration, Almaty, October 2000

The underlying strategy of the EAP Task Force in addressing the pressing environmental problems has been to promote better integration of economic an environmental decision making and the priority sector has been water. Furthermore, it was considered essential to strengthen the political support. Thus, a consultation between economic/finance and environment ministers from the EECCA countries were held in Almaty, October 2000, with the main focus on the problems of the urban water sector. A consensus was established among the stakeholders on the critical situation of urban water infrastructure and its management in EECCA and a set of Guiding Principles for Reform of the Urban Water Supply and Sanitation Sector was adopted. Furthermore, the EAP Task Force was requested to develop a focused programme of work to facilitate the implementation of the Guiding Principles.

Environment Strategy for EECCA for the first decade of the 21st century

Subsequent to the Almaty consultations in October 2000, the Ministers of Environment from the EECCA countries in April 2002 decided to join efforts and develop their own EECCA Environment Strategy within the framework of “Environment for Europe”. As an outcome of the WSSD in Johannesburg the EECCA environment strategy process has been transformed into a partnership model, and it has now taken on the form of the East-West Environmental Partnership (EWEP). The EECCA component of the EU Water Initiative is the first example of such partnership co-operation. The two thematic components of the EU-EECCA WI correspond to the two water issues included in EECCA Environment Strategy. Thus, the EU-EECCA WI is seeking to support the achievement of the WSSD water supply and sanitation targets as well as the WSSD integrated water resources management targets in the EECCA region.  

Institutional mechanisms related to the Environmental Strategy.

A number of mechanisms have been established as part of the “Environment for Europe” process and the related development of the “East West Environmental Partnership: Environmental Strategy for EECCA” that are highly relevant: 

· The OECD EAP Task Force. In relation to water, the EAP TF has in particular played an important role in providing technical background analysis to the Urban Water Sector Reform Process.  A number of regional expert networks are linked to the Task Force. One of them is the Group of Senior Officials for Urban Water Sector Reforms. This group brings together policy-makers responsible for the urban water sector in the EECCA, donors and IFIs, OECD countries, representatives of the private sector and the public. The group focuses on policy issues and has a specific goal to develop solutions for the key elements of sector reforms identified in Almaty Guiding Principles, including regulatory reform, economic and financial issues and social protection. It operates through annual meetings of senior officials, expert level seminars on specific issues and demonstration projects in selected countries.

· The Project Preparation Committee has not had the same impact as the EAP Task Force, but some sub-regional network meetings on financing do take place. Recently, it has undertaken a survey of donor funding for environmental assistance to Central and Eastern Europe and the EECCA countries. Furthermore, they maintain a project database with project in the PPC pipeline – projects that are potential new building blocks within the water initiative.

· UN ECE has through its Committee on Environmental Policy played an important role in the “Environment for Europe process” and in the development of the Environment Strategy for EECCA. A Senior Officials Working Group has been established to advise this process.
2.1.3 International Conventions and Inter-Governmental Mechanisms

UN ECE Conventions

UN ECE brings together the 55 members countries of the UN in the pan European region (including all EU and EECCA countries). There are a number of important water-related regional conventions under UN ECE 

· The 1992 Convention on the Protection and Use of Transboundary Watercourses and International Lakes (The Water Convention) provides guiding legal framework for collaboration around water issues among the UN ECE countries and for establishment of agreement around transboundary waters.

· The WHO/UNECE Protocol on Water and Health to the 1992 Convention on the Protection and Use of Transboundary Watercourses and International Lakes (The Water Protocol) was signed in 1999. It addresses protection of human health and well-being within a framework of sustainable development through improving water management and through preventing, controlling and reducing water-related diseases. The Protocol is now confidently expected to become international law when the 16th ratification will be obtained in 2004. While the Russian Federation and Azerbaijan have ratified the Protocol and some other EECCA countries have concrete plans for ratification, still others may require additional effort to further proceed.

· The Århus Convention on Access to Information, Public Participation in Decisions-making and Access to justice in Environmental Matters. The objective of the Århus Convention is to guarantee the rights of access to information, public participation in decision making, and access to justice in environmental matters in order to contribute to the protection of the right of every person of present and future generations to live in an environment adequate to his or her health and well-being. 

Conventions and mechanisms related to Regional Seas and Lakes

The co-operation around the Black Sea (Ukraine, Russian Federation, Georgia, Belarus, Moldova, Turkey and the Danube countries) is guided by the Bucharest Convention on the Protection of the Black Sea against Pollution. There are a number of Protocols to this Convention. A new Convention on Fisheries is being negotiated. Joint activities take place within the framework of the Black Sea Environment Programme

A Convention on the Protection of the Marine Environment of the Caspian Sea (Azerbaijan, Russian Federation, Turkmenistan, Kazakhstan and Iran) is expected ratified in 2003. A number of protocols to the Convention detailing specific joint management issues are expected, too. The four EECCA countries participation in the joint management activities is supported under the Caspian Environment Programme.

There are a number of agreements and regional mechanisms related to the Aral Sea (Kazakhstan, Uzbekistan, Turkmenistan, Kyrgyzstan, and Tajikistan). The International Fund for the Aral Sea (IFAS) is the highest-level co-ordination body. In 1992 the Interstate Commission for Water Co-ordination (ICWC) was established to co-ordinate issues of regulation, rational use and protection of interstate water resources in Central Asia. The ICWC works at the level of Ministers for water. ICWC has a Scientific Information Centre (SIC) whose main task is to provide background information to the Ministers.

The Helsinki Commission (HELCOM) works to protect the marine environment of the Baltic Sea from all sources of pollution through intergovernmental co-operation between Denmark, Estonia, Finland, Germany, Latvia, Lithuania, Poland, Russia, Sweden and the European Community. HELCOM is the governing body of the “Convention on the Protection of the Marine Environment of the Baltic Sea Area”. Other conventions include the 1974 Helsinki Convention where for the first time ever, the control of all sources of pollution around an entire sea were made subject to a single convention. In the light of political changes in the former Soviet Union a new Helsinki Convention was signed in 1992 by all the states bordering on the Baltic Sea, and the European Community.  The Convention entered into force on 17 January 2000.  HELCOM works, in collaboration with partnering organisations, on limiting nutrient content in river waters which has obvious implications not only for protection of the coastal zone but also for water quality management.  

Mechanisms related to transboundary river basins

There has been a certain activity with regards to negotiating and signing of water basin agreements based on the above mentioned Water Convention. Some examples are:

· Amudarya and Syrdarya Basin Water Organisations (BWO) are established under ICWC in Central Asia. The agreement on allocation of water in the Syr Darya and Amu Darya basins is largely a continuation of the practices and quantities employed during Soviet times, and, despite disagreement between the Central Asian states on long-term sharing of water resources, its implementation has been very important in the short and medium term for a region where access to water is restricted.

· Dnipro River Basin (the Russian Federation, Belarus and Ukraine) Council is being pursued within the framework of an UNDP-GEF project. At present it is just a declaration of intent.

· Kura River (Georgia, Azerbaijan). An agreement has been successfully concluded between Azerbaijan and Georgia on the Kura River, however, little progress is expected to be made for the other parts of the entire catchment area (i.e. the area shared by Azerbaijan, Armenia and Iran, i.e. the sub-basin of the river Araks).

· Chu and Talas rivers between Kyrgyzstan and Kazakhstan have a new agreement.

2.1.4 Regional mechanisms, co-operation and networks

Other important regional networks and facilities for co-operation on water comprise:

· The Global Water Partnership has recently established a network for Caucasus and Central Asia (covering 8 of the 12 EECCA countries). It is a broad working partnership among key stakeholders involved in water management: government agencies, public institutions, private companies, professional organisations, multilateral development agencies and others committed to the Dublin-Rio principles. An interim secretariat has been established at the IWMI Office in Tashkent.
· The Regional Environment Centres (RECs) is another group of environmental actors that have some activities related to water. There are RECs for Caucasus (in Tbilisi), Central Asia (in Almaty), Russian Federation (in Moscow), Ukraine (in Kiev), Moldova (in Chisinau)

· WHO Regional Office for Europe and UNECE are jointly undertaking the secretariat function of the Water Protocol.
· WHO Collaborating Centres located in various institutions in the European region would be technical partners in this framework.
· Others of relevance include: OSCE

2.1.5 National level policies and institutional set-up

Many of the countries of the EECCA region have recently been involved in development of various national strategies policies and planning frameworks of relevance to this initiative. 

Poverty Reduction Strategies

A poverty reduction strategy has been worked out in a number of EECCA countries. 

(
A short reference should be made on how water is addressed and prioritised in relation to poverty reduction and which water-related issues are given highest priority. There could e.g. be reference to how RWSS is prioritised compared to UWSS. 

Sustainable Development Strategies

Sustainable development strategies have been worked out in a number of EECCA countries. 

(
A short reference should be made on how water is addressed and prioritised and which water related issues are given highest priority. 

Water Policies, Legislation, and Action Plans and Programmes 

(
This could include a brief general description on existing water policies, legislation, and action plans and programmes (e.g. National Environmental Action Plans (NEAPs) and National Environmental Health Action Plans (NEHAPs, etc.). 

National institutions within the water sector

The EECCA countries inherited a relatively sectoralised and top-down hierarchical institutional set-up for water management from the Soviet Union. Although all the states are gradually developing and changing this framework according to their needs, there are still similarities.

(
This could include a brief summary of the typical institutional set-up with reference to major differences between the countries:

· Briefly about the present co-ordination within the sector (if any) and the bodies responsible for this.

· Briefly about the main sectoral users: Agriculture and irrigation, hydropower,

· Briefly on water supply, sanitation, quality control and health

· This should only be a more general description for the 12 countries and not a separate description of each of the 12 countries.

· Focus should be on the major strengths and weaknesses.

Non-governmental and civil society organisations

As the non-governmental sector and civil society institutions are still relatively weak in most of EECCA countries, special consideration should be paid to promote their active involvement and interaction with the government.

2.1.6 Major ongoing and planned assistance to the water sector in the region – The role of international co-operation and donor assistance

It is difficult to create a complete overview of the on-going and planned assistance to the water sector in the EECCA countries. The Project Preparation Committee of the Environment for Europe process commissioned a general survey of donor’s environmental aid programmes to Central and Eastern Europe and what was then termed the EECCA countries. The survey was carried out in 2001-2002 and includes water supply and sanitation related programmes. The following conclusions can be extracted from this survey concerning donor assistance to the water sector in the EECCA countries:

· Despite the attempts to create a common basis for defining the needs and priorities of the region through the Environment for Europe process, there is a huge variety in objectives, criteria and procedures of the different donor programmes. A common basis for the environment related donor assistance hardly exists at present. Co-ordination of environmental assistance is limited to the large investment programmes of the International Financing Institutions (IFI) and the European Commission – particularly related to urban infrastructure programmes.

· The bilateral environmental assistance to the EECCA countries remains very limited; however, assistance appears to be on the increase. The majority of the bilateral assistance is from EU and the EU countries, however, the US is the biggest single bilateral donor to the region and Switzerland and Japan each have significant programmes. The main EU donors in 2002 were: EU, Germany, Sweden, Denmark and the Netherlands. All of these have water sector programme activities.

· The support from IFIs is significantly larger than the bilateral assistance. The World Bank (WB), the European Bank for Reconstruction and Development (EBRD), and the Asian Development Bank (ADB) all have a portfolio of water supply and sanitation related projects. World Bank also supports IWRM and transboundary basin management projects, some of them through the Global Environmental Facility.

Other sources confirm this general picture.

2.2 Objectives of the EECCA component

2.2.1 Overall goal and targets.

The goal of the EU-EECCA WI is the fulfilment of the Millennium Develop Goals and other central commitments and targets set at the WSSD in Johannesburg related to water in the EECCA countries. 

The commitment to this goal was confirmed by the Ministers of the European Union and the Ministers of the States of Eastern Europe, Caucasus and Central Asia in the Johannesburg Declaration of 3 September 2002 (Annex 1 to this document). This declaration also suggested targets building on the overall MDG and WSSD targets:

· “to halve, by the year 2015, the proportion of people who are unable to reach or to afford safe drinking water (as outlined in the Millennium Declaration)and the proportion of people who do not have access to basic sanitation,

· to implement the water and sanitation-related parts of the Plan of Implementation agreed at the WSSD,

· to develop integrated water resources management and water efficiency plans in all countries by 2005, including, where applicable, co-ordination in transboundary water courses,

· to ensure that the action programmes to achieve these targets balance human water needs with those of the environment thereby contributing to reversing the current trend in natural resource degradation as soon as possible and to the achievement by 2010 of a significant reduction in the loss of biological diversity” (quoted from the declaration).

2.2.2 Specific long-term objectives

The specific long-term objectives of the EU-EECCA WI have been defined on the basis of the general objectives of the EU-WI and the water related objectives in the recent and on-going regional policies and strategies mentioned in the previous sections, in particular the  “Environment for Europe” Strategy. 

The specific long-term objectives are:

· Urban water supply and sanitation, including financing: to improve the management of municipal water supply and sanitation infra-structure in order to ensure that good quality water and sanitation services are delivered to the population in a reliable, sustainable matter and at least cost,

· Integrated water resources management, including transboundary rivers and regional seas: to improve the management of the water resources, including transboundary rivers basins and regional seas, in order to ensure that best possible balance between economic efficiency, environmental sustainability and social equity is achieved, and that conflicts associated with the distribution and use of water at different levels are reduced, 

These two immediate objectives relate to two thematic components of the EU-EECCA WI. They are supported by a third immediate objective, 

· Collaborative co-ordination mechanisms for water-related development  assistance: to establish and successfully operate joint platforms for improved co-ordination and communication on water- related development assistance at regional, transboundary and national levels in order to increase transparency, streamline existing and future development activities and ensure more effective official water related development assistance,

The establishment of such collaborative co-ordination mechanisms is a means to achieve the other objectives. Their establishment and successful operation is, however, also considered a goal in itself as part of the on-going efforts to strengthen the East-West Environmental Partnership on the continent. 

2.2.3 The added value of the EU-EECCA WI

The EU-EECCA WI will add two important dimensions to the already on-going activities and assistance mechanisms.

Firstly, the EU-EECCA WI is a commitment to continue and increase the support to the two thematic objectives until the WSSD targets on water have been achieved.

Secondly, the initiative provides a consolidated collaborative platform and organisational framework for developing, financing and monitoring of specific implementation programmes and projects. It provides a mechanism for setting and agreeing on priorities and ensuring the funding gaps are identified and addressed. Further, it provides a mechanism for ensuring that a broad range of stakeholders from both the EECCA countries, the EU and international organisations can participate in setting the priorities and propose activities.

2.3 Components of the EU-EECCA Water Initiative

2.3.1 Thematic components

The EU-EECCA WI will have two thematic components: Urban water supply and sanitation, including financing of water infrastructure; and Integrated water resources management, including transboundary river basin management issues and regional seas. Both of these two components build on the ongoing Environmental Strategy for EECCA under the “Environment for Europe” process, and can to a large extent be seen as support to the implementation of the water – related objectives of this strategy.

Urban water supply and sanitation, including financing of water infrastructure.

The ministerial declaration adopted in Almaty October 2000 by economic/finance and environment ministers from the EECCA and selected OECD countries documents the serious situation of the urban water supply and sanitation sector in the EECCA and includes an endorsement of a set of guiding principles for its reform. 

The Almaty meeting requested the OECD EAP Task Force to develop a focussed programme of work to facilitate implementation of the agreed guiding principles. This is described in the background paper attached in Annex 2. This focused action programme that builds on recommendations from the EECCA Ministers will form the starting point for this component. 

The specific activity areas expected under this component may comprise:

· Improve water supply and sanitation infrastructure through investment and technical assistance

The above activity area is expected to account for the majority of the investments and the following activity areas are underpinning and complementing this activity area:

· Improve the institutional and regulatory framework for the urban water sector; including the role of private sector participation, performance indicators and contracts, including the development of model performance contracts between municipalities and utilities.

· Ensure the financial viability of the water sector; including the development of environmental financing strategies, and of tools to strengthen municipal and utility finance.

· Ensure that poor and vulnerable groups of the population have access to water services; including development of guidance documents, analysis and demonstration projects in areas of such as affordability analysis, policy instruments for social protection, and public participation.

· Safeguard public health by strengthening the linkages between water management and health, including better surveillance, warning and response systems, and through supporting the implementation of the Water Protocol.

· Protect the environment through, among other things, increased wastewater collection and treatment and through increased water use efficiency.

Integrated water resources management, including transboundary river basin management issues and regional seas.

Transboundary water issues have flourished since the independence of the states of the region, in particular in Central Asia. The overriding problem is the lack of lasting interstate agreements regulating water use among states sharing common water resources. This component will support the implementation of integrated water resources management based on a river basin approach and preparation of national water resources management strategies and plans by 2005. 

The component is to a large extent built on two background papers prepared for the Environmental Strategy of the 12 EECCA countries, namely “Integrated Water Resources Management (IWRM) including Transboundary River Basin Issues” prepared by UNECE and GWP and “Water and Environment Issues in the Black, Caspian and Aral Seas” prepared by UNDP (cf. Annex 3 and 4). 

The specific activity areas expected under this component may comprise:

· Preparation of national water resources strategy and water action plans in support of the Johannesburg Plan of Action, including the promotion of water as an economic good in the planning and prioritisation process, (e.g. valuation of/charging for water, valuation of environmental services).

· Promotion and preparation of adequate water-related legislation (including strengthening of water licenses / discharge permit systems) based on the best available scientific evidence as formulated in e.g. the WHO Drinking Water Quality Guidelines. Promotion of international conventions related to water resources management.

· Support to institutional capacity building and review of the organisational framework for water resources management, including basin management bodies and mechanisms for management of transboundary water bodies.

· Water resources monitoring and assessments (hydrometric/water quality monitoring system rehabilitation and upgrading of environmental laboratories).

· Support to improvement of public access to information, awareness of water resources problems and stakeholder and user involvement in decision-making.

· Support to river basin (including lakes and Regional Seas) / watershed management planning, including decision-support systems and integration of land and water management and freshwater and coastal zone management.

2.3.2 Cross-cutting components

In addition to the two thematic components the EU-EECCA WI will have two crosscutting components on research and financing. These originate from the global EU Water Initiative and are expected to support the above thematic components:

· Research component.  This will build on existing successful experience on bilateral and EU scientific/technical co-operation. Key activity areas identified includes integrated water management at catchment scale, with focus on transboundary river basins; integrated urban water management; management of water under scarcity; development of scenarios of water demand and availability at 25-50 years
.

· Financial component: The objective is to increase the efficiency of existing EU aid flows and to show how development aid can be increasingly used as a catalyst for triggering other sources of financing for water, rather than being seen solely as the solution itself.

2.3.3 Component activities – “building blocks”

The core of each of the two thematic components consists of building blocks, which are the activities that will be undertaken during the implementation of the Water Initiative and which in combination will support the fulfilment of the objectives and targets of the EU-EECCA WI. However, the Water Initiative is not static and will develop over time as more building blocks gets into the initiative and some building blocks are terminated after implementation. 

The building blocks may be existing networks and alliances or programmes and projects, which are either on-going, planned or under preparation (financed as well as unfinanced), or just identified as needed. Where gaps in the building blocks are evident and where needs to fill these gaps are expressed, such gaps have been and will continue to be addressed through identification of new building blocks. A building block may be large or small and it may involve partners from many or few EECCA and EU countries or other partners. What characterises the building blocks is that activities are in line with the declaration objectives and the adopted strategy and focus of the EU-EECCA WI.

The overall coherence of each of the components relies on the inter-relationship between the blocks such that these reinforce each other (rather than duplicating each other) in achieving the specific component targets and objectives. In order to ensure this overall coherence, the building blocks within each of the components are being grouped according to themes (e.g. legislation, monitoring and assessment, etc.) and according to the three major levels at which they may be implemented (regional, transboundary or national / sub-national level).

2.3.4 Priorities and level of implementation

All the EECCA countries may not necessarily focus on all types of activities. Depending on the particular circumstances and priorities in each country – e.g. how water is prioritised in the national sustainable development strategies and poverty reduction strategies (PRSPs) - there will be different weights attached to the two thematic and the cross-cutting issues.

It is expected that each of the two thematic components as well as the two crosscutting components will have activities on three organisational levels. The type of activity will normally vary depending on at which level it takes place, although similar activities may take place at all three levels including training/capacity building, review of existing legislation, etc. Below are given some examples of activities that may take place at the three different levels.

1. Regional – multilateral level:
· Secure political support for the initiative and its activities

· PPC at regional level

· Promotion and enforcement of international conventions

· Support to regional institutions 

· Exchange of experience (e.g. on development of public-private partnerships, cost recovery schemes, financing mechanisms, etc.)

· Development of guidelines, best practices, etc.

· Implementation of demonstration projects with potential spreading effect

· Exploiting economies of scale. Collaboration on: Reference laboratories, curriculum development, research, etc.

2. Transboundary – bilateral level:
· Physical linkages between countries

· Co-operation on management of shared water resources, including river basins, lakes or regional seas

· International river basin collaboration (e.g. The Nile Basin Initiative)

3. National – Sub-national level:
· Capacity building for participation in international conventions

· Elaboration of water action plans

· Implementation of IWRM actions/projects

· Day-to-day management of water resources

· Application of river basin management

· Capacity building for surveillance of water related diseases and outbreak detection

· Capacity building in management and maintenance of new and existing infrastructure (supply system) 

· Tariff reforms

· Project Preparation Committee set-up (linked to regional PPC)

2.4 
Strategy – General principles of the EU-EECCA Water Initiative

Building on and enhancing on-going activities, and adding when needed

The general principle of the EU-EECCA WI is to build on existing water initiatives, programmes, projects, implementation mechanisms, networks and partnerships. The EU-EECCA WI will add value to these by bringing them together within a common co-ordination framework and by facilitating additional and more effective technical and financial resources to these initiatives. The initiative will facilitate the establishment of new mechanisms or the development and technical and financial support to new programmes and project if there are clear gaps in the existing set-up – but only if there are gaps. The initiative will not duplicate what is already there, but consolidate, strengthen and develop.

Some of the basic strategic directions on which the initiative will build are:

· The political commitment given by EECCA countries and EU at WSSD in Johannesburg can be used to establish an efficient partnership to follow up on the Johannesburg Plan of Action. The initiative should seek further and broaden this political commitment by ensuring that there are mechanisms for seeking involvement and participation of the political level. The goals set in Johannesburg are the overall goals of the initiative.

· The objectives and basic action areas are those that have been defined in on-going regional policies and strategies in particular “East-West Environmental Partnership: Environmental Strategy for EECCA” and the “Environment for Europe” process. The initiative can be seen as an implementation support mechanism for the water sector of the strategy.

· The initiative shall also seek to improve European Environmental Governance within the Environment for Europe process including the process leading to a Regional Deal encompassing the Doha Development Agenda (trade and environment, access to markets, transfer of technologies etc) and the Monterrey Consensus (debt relief including debt-for-environment schemes, environmentally-responsible foreign direct investments, increase the efficiency of existing ODA by better co-ordination mechanisms).

· Using existing institutions in the region for implementation both at the regional, transboundary and national level will strengthen the capacity of these institutions. Institutional capacity building of these will be an important support area of the initiative. The initiative will also look at long term sustainable financing of these institutions.

· Partnership and multi-stakeholder participation are key concepts in the initiative. Partnership refers to partnership between the EU and EECCA countries (East-West) and partnership between government, private sector and civil society stakeholders. Non-EU donors and international organisations (including the UN family and the IFIs) will also be invited to joint the initiative. The initiative will establish a light advisory umbrella structure to ensure the multi-stakeholder participation in its activities. It may also be necessary to add to existing organisational set-ups for collaboration at other levels, including donor co-ordination.

· Significant knowledge and experiences have been gained in the water sector not only from the pan-European region but globally, and if made available at all levels this will improve water management and increase the efficiency on the funds used in the sector. Improving the access to and strengthening of mechanism for exchange of know-how and experience will be an important crosscutting priority. This includes support to piloting the use of new ideas and knowledge.

2.5 Funding

2.5.1 Financial challenges

So far there is no clear commitments / decisions regarding the financial resources available for the EU-EECCA WI, and it is therefore difficult to access the total amount which will be made available for activities in the coming years. The table below shows the total ODA commitments in the water sector from EU members to the EECCA countries during the period 1998-2002. The total amount is 141 mill. US$ and that does not include EU programs administered by the commission. 95% of this amount is given to the water supply and sanitation sector, whereas only 1% was used for Water Resources Protection activities. 41% of the total amount within the water sector was spent in Russia. Only about 6% of the total ODA commitments were used within the water sector.

Table 2.1 ODA commitments in the water sector from EU members, 1998-2002, 1000 USD
 EECCA Country Recipient 
 Water Resources Policy/Admin. Management 
 Water Resources Protection 
 Water Supply and Sanitation 
 Grand Total 

Armenia
  983

 2 356
 3 339

Azerbaijan


 15 274
 15 274

Belarus


  668
  668

Georgia


 3 434
 3 434

Kazakhstan


 6 969
 6 969

Kyrgyzstan


  48
  48

Moldova


 4 267
 4 267

Russia
 3 363
 1 475
 52 714
 57 552

Tajikistan


  16
  16

Turkmenistan


  0
  0

Ukraine
  482

 19 757
 20 239

Uzbekistan
  168
  69
 28 313
 28 550

NIS unallocated


649
  649

Grand Total:
 4 996
 1 544
 134 465
 141 005

Notes: Data cover ODA/OA grants and loans provided by EU member states (Greece is excluded). Excludes data from EU programs administered by the Commission; excludes commitments unallocated to CEEC/NIS region.

Source: OECD/DAC Creditor Reporting System Database, Danish Co-operation for Environment in Eastern Europe, Ministry of Foreign Affairs of Finland

2.5.2 Which activities may receive funding through the EU-EECCA Water Initiative? 

The activities that may receive funding through the initiative can be divided into two main groups of activities:

1) Activities related to overall co-ordination, planning and management.

2) Specific “building block” activities.

There is, however, no clear-cut border between the two types of activities, e.g. a building block may involve capacity building to a certain organisation, which may also be involved n co-ordination, planning and management of activities at a certain activity level.

Funding of co-ordinating, planning and management related activities

The basic “running” of the initiative will require some limited financial resources. This may involve financial support to:

· A small EU EECCA WI secretariat.

· Bodies / organisations responsible for the overall co-ordination of the two thematic components.

· National institutions/partnerships responsible for collaboration and co-ordination of water activities within the respective EECCA countries.

· Regional and transboundary bodies/organisation responsible for collaboration and co-ordination of water activities between the EECCA countries (e.g. GWP’s Regional Technical Advisory Committee, national and transboundary river basin organisations, regional seas organisations, etc.)

In the long-term perspective most of the financial resources should be made available from the EECCA countries involved in the respective activities. In the short-term perspective external resources should be committed by EU for a number of years. The financial resources could be secured directly from EU or from member states who have already or will commit themselves to support either the secretariat or some of the other bodies / organisations.

Support to specific “building blocks” activities

New building blocks will regularly be defined. This may be a project (e.g. rehabilitation of the water supply and sanitation infrastructure in a major city) or the establishment of a new network / organisation (e.g. the establishment of a new transboundary river basin organisation). All funding within the initiative will be through existing bilateral and multilateral funding mechanisms. The initiative will, however, be able to support the development of new building blocks and the facilitation of financial resources. Means to support “building block” activities through the initiative include:

1) They may be supported directly via funds available within the initiative, and therefore such resources have to be budgeted for. This type of funding may therefore mainly cover support to building blocks with relatively small financial requirements or support to feasibility studies and project preparations. Criteria for receiving such kind of funding and guidelines on how to prioritise which building blocks should receive funding will have to be developed.

2) With its co-ordinating role, the EU-EECCA WI may approach one, two or a group of member states in order to secure financial support for that specific building block. Thus, the need for financial resources for this type of activities will vary substantially from year to year depending on which new building blocks will be identified. 

2.5.3 Possible  funding options

The level of funding will depend on which arrangements can meet the requirements the EECCA countries, EU, donors, IFI and other interested partners, and the financial commitments from donor and the political commitment from the EECCA countries. Below are listed a few options, which use the above-described distinction between funding of co-ordination and management activities and funding of building blocks:

· Option 1: Dedicated EU budgets for funding of co-ordination and funding of building blocks

· Option 2: Dedicated EU budgets for funding of co-ordination/secretariat functions, but limited support to preparation of building blocks.

· Option 3: All activities including funding of the co-ordination/secretariat function would rely on external donor funding.

2.5.4 EU-EECAA WI budget

Below is given an example of how the budget summary form may looks like depending on which funding option eventually will be agreed upon. 


2003
2004
…
…
…
Total

Overall co-ordination and administration of the EU-EECCA WI







Urban water supply and sanitation, including financing of water infrastructure







Integrated water resources management, including transboundary river basin management issues







Research component







Financing component







Total budget paid by EU







Note: The table above is just an example of how the major budget headings may look like. An example of a budget specifically for the IWRM component is shown in section 4.5.2.

2.5.5 Mechanisms for mobilising and allocating financial resources

( 
This will be addressed in details during the HLM in Moscow, not least during the group work on financing.

· As the financial aspects of the whole EU Water Initiative still is unclear, the writing above is just meant as some initial thoughts to start the debate on the financial aspects.

· The financial aspects of the EU WI’s EECCA component should be discussed thoroughly during the HLM in Moscow, 5-6 March.

2.6 Implementation procedures

2.6.1 Organisation and co-ordination of the EECCA component

The organisational set-up, co-ordination and management mechanisms of the EU-EECAA WI are likely to comprise the following elements:

· General EU-EECCA WI co-ordination mechanism. The present working group may be expanded with additional stakeholders from EECCA, EU and among interested international players. The group may function as a general advisory body to the initiative. The group could meet biannually or annually to review progress and discuss the overall strategic direction. 

· A Secretariat function: A small secretariat function will be needed to support the working group, to co-ordinate further development and implementation of the initiative and to ensure a monitoring and reporting mechanism for progress and quality control. This function should be established building on an existing organisation(s) if possible.

· A monitoring function. Consolidated monitoring and reporting of progress towards meeting the water sector objectives and targets is an important added value of the EU-EECCA WI. This function needs an organisational anchor point.
· Co-ordination mechanisms for the thematic components.
 The core stakeholders to be involved in the urban water supply and sanitation component is not the same as the stakeholders to be involved in the IWRM component. In order to ensure ownership, participation and technical depth and focus there may be a need to complement the general co-ordination mechanisms with mechanisms focusing on each on the two components. 

· Country level co-ordination. At the national level, the initiative may be guided by national advisory committees that brings together the important national stakeholders from government, private sector and civil society as well as the EU donor representative and international organisations. These advisory committees should build on existing national partnerships and donor co-ordination mechanisms when relevant.

The implementation co-ordination mechanisms should to the extent possible build on existing institutions and mechanisms. Existing mechanisms and institutions that could be considered comprise those related to on-going collaboration such as the Environment for Europe process as well as national and regional organisations. Some of the relevant organisations and mechanisms are mentioned in chapter 2.1. Several of these have expressed interest in contributing to the water initiative.

As the EU-EECCA WI contributes to the implementation of the EECCA Environment Strategy, it is important that clear links are established between the co-ordination and implementation mechanisms of the EU-EECCA WI and those that will be given responsibility for the implementation of the Environment Strategy.

It is suggested that implementation procedures and mechanisms be finalised during an inception phase before the actual implementation can take place.

2.6.2 Defining, adding and funding of new “building blocks”

In the design phase and during the course of the implementation of the initiative new problems and needs will be identified and new building blocks will be defined. The co-ordinating bodies at the respective action levels, local authorities, NGOs, government body and other stakeholders may alone or as a joint effort define new building blocks. Or they can be defined as a joint effort between a local organisation/government body and a potential donor, e.g. during one of the regular donor co-ordination meetings. It is important that new building blocks are identified based on a participatory and process-oriented approach based on well-defined problems and needs. 

Although the EU-EECCA WI at the start of the implementation period initially will have a limited number of partners, the initiative is open to any partner that wants to join the initiative. They will then need to take contact to the national, transboundary or regional body responsible for co-ordination of the activities, depending on what type of building block they want to include as a new building block under the initiative. Whether a proposed building block can be included will depend on whether it falls within the framework of the initiative. The possible funding of such new building blocks is discussed in section 2.6.1. One of the possible secretariat functions within the EU-EECCA Water Initiative could be to assist in identification and preparation of new programmes and projects.

2.6.3 Implementation of individual building blocks 

The implementation of the building blocks, including management of activities and financial resources, will in most cases be the responsibility of the individual partners (e.g. EECCA country/organisation and a possible donor) involved in the activity.

In cases where an existing project (e.g. Reforming of the Russian Water Legislation with the Danish and Russian Government as partners) is included as a building block under the EU-EECCA WI, this will in most cases not have any implication on the implementation of the component. The responsibility for the daily management and administration of project activities and financial resources will still rest with the involved partners. However, as for new building blocks the initiative will provide a platform for sharing and exchange of experience and knowledge with other players within the water sector, and co-ordinate and combine activities in the field and discuss and agree on common objectives and requirements for new policies and legislation. Furthermore, it will involve some sort of monitoring and reporting.   

For new building blocks for which a non-EU donor/partner have been identified the overall responsibility for implementation will rest with the involved parties as described for existing building blocks above. If an EU Member State is the donor/partner the implementation responsibility will also rest with the EECCA partner(s) and the relevant agency from the member country involved in the implementation of the activities. In all cases described above the flow of funds will take place directly between the involved partners. 

Regarding new building blocks financed directly by the EU-EECCA WI, the implementation will be the responsibility of the involved EECCA government(s) and/or organisation(s) supported by the company that will be awarded the contract in case that the building block involve any technical assistance and/or procurement. 

There might also be cases where existing building blocks will receive additional funds from EU-EECCA WI, e.g. a ministry/organisation, which will become the responsible body for national co-ordination of activities within the water sector. 

2.6.4 Monitoring and reporting

The initiative will establish a monitoring and reporting mechanism to assess the progress towards the Millennium Development Goals. The mechanism should be transparent and should not entail high administrative burden. Thus, where feasible, the systems will build on existing reporting and monitoring mechanisms such as those established in relation to the Commission for Sustainable Development and the Convention on Biological Diversity and Ramsar Convention on Wetlands. Another example is the framework for monitoring the implementation of the Almaty Guiding Principles for urban water sector reform that was put in place by the EAP Task Force. Also, WHO Regional Office for Europe has developed a set of environment and health indicators which has been approved to be adopted at the Environment for Europe Conference in Kiev in May 2003. These indicators would be useful for monitoring progress on water supply and sanitation.

Each component and partnership of the initiative will have a monitoring and reporting system whereby the proposed actions and activities can be monitored by performance indicators and checklists established for these activities. 

While indicators aim to measure the progress in quantitative terms (e.g. number of new households that have access to safe drinking water and basic sanitation), checklists are more qualitative and identify critical actions that need to be taken in order to achieve the objectives and targets. The indicators and checklists will help the EECCA governments to determine trends and monitor the speed of the progress towards the specific targets and the overall objective, which the initiative contributes to. Similarly, they will also provide a means for existing donors supporting the activities and potential new donors to measure the effectiveness of financial and technical assistance. 

A prerequisite for such a system to work is that the EECCA countries commit to providing valid and comparable data to support these indicators and checklists. Establishing of water quality standards and improvement of the hydrometric and water quality monitoring network and laboratory facilities, and generation of reliable baseline data, against which progress can be assessed, should therefore be given high priority. 

2.6.5 Administration of funds

3 Urban water supply and sanitation component

3.1 Situation analysis

While the level of connection to water supply and sanitation remains high in most EECCA countries, the actual quality of service provided is continuing to deteriorate, and so is the condition of infrastructure in general. Accident rates in the distribution network are increasing in many places, while continuity of service is decreasing (Figure 6), and quality of drinking water remains low.

The deterioration of water quality that goes along with an infrastructure that is slowly falling apart is resulting in levels of water borne diseases at significantly higher levels than in the EU. In some countries, essentially in Central Asia more than one-third of the population is using drinking water that does not meet hygiene standards, and in some sub-regions this proportion can exceed 50 per cent.  Pathogenic microorganisms remain the most important danger to drinking water in the region, with gastro-intestinal diseases an important cause of child morbidity and mortality in some countries. This is causing significant costs to public health systems and the economy. In Moldova, for instance, the National Environmental Action Plan (NEAP) calculated the social and economic impact of water pollution and reached the conclusion that polluted drinking water leads to between 950 to 1850 premature deaths annually, as well as between 2 to 4 million days of illness annually. The monetary cost to the economy was assessed to be as high as 5 to 10% of GDP.

The deterioration of water services and associated impacts on public health and the environment are likely to accelerate in the future if the status quo prevails given that the deterioration of the infrastructure is expected to follow a curved slope, falling more at later stages. This means that the situation could change quite dramatically in a very short time, and should be borne in mind when judging the figures that are provided in this report.

Figure 1: Continuity of service in Moldova (hours per day)
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Source: Association Moldova Apa Canal/OECD EAP Task Force, (2002), Performance Indicators – Water Utilities in Moldova, Chisinau

EECCA countries have been slow to react to this alarming situation, with little progress being achieved in the area of legal and institutional reforms. The governance frameworks for the water sector remain often too complex and sometimes incoherent, hampering decision making in the sector. Very little progress has been achieved in establishing institutional frameworks that allow water utilities to operate as commercial entities. Weak institutional frameworks together with an unfavourable investment climate in most EECCA have been responsible for making the water sector largely unattractive for private sector finance. The lack of reliable sector information further complicates decision making, and several countries have started to introduce measures to improve their information systems recently.

A similarly alarming, and obviously tightly correlated situation, exists in the economic and financial area. EECCA countries generally recognise the need to recover a more significant portion of utility costs from consumers, which are currently equal to or lower than 60% of operational and maintenance costs in most countries. As a consequence many governments have adopted policy targets to achieve cost recovery by the middle of the decade. This will need to be achieved through the reduction of operational costs and, where this is not enough, through increases of water tariffs. The implementation is progressing very slowly, however. This leaves water utilities in a situation where their revenues do not allow them to carry out proper maintenance; sometimes their revenues are even insufficient to cover operational expenses. Figure 2 shows the gap between operational costs and utility revenues per m3 of water sold for a sample of 100 utilities in the Russian Federation. The non-payment problem, which is widespread, and the high level of operational costs, which often can only be reduced through investment, further exacerbates these problems. As a consequence, domestic sector investment has been insignificant over a very long period of time. ODA in the water sector is unable to compensate for the absence of domestic finance, both because investment needs are much larger than what ODA can provide, but also because of serious obstacles that are preventing more ODA finance from flowing into the EECCA water sector.
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Figure 2: Average operational cost and revenue for utilities the Russian Federation (in RUR/cubic meter)
Source: OECD EAP Task Force, (2003), Performance of Water Utilities in EECCA – A Synthesis Report, Paris

While the need to move towards the user-pays-principle is widely recognised in the region, this is already generating and will continue to generate serious social problems. There is evidence that a large portion of the population already pays a significant share of revenues for water services. If water tariffs increase to recover a greater share of utility costs, the number of those who have difficulty in paying their water bills is likely to increase dramatically. Figure 3 shows that in the case of Khmelnitsky in the Ukraine, a 50% increase in water tariffs would result in more than 40% of households having to spend more than 4% of their total expenses on water. In order to prevent sector reform from negatively affecting the poor, and to make reform socially acceptable it is therefore of utmost importance that social protection systems be put in place and reinforced where they exist already, in parallel with the introduction of economic and institutional reforms. This will put additional demands on public budgets at all levels of government, and should be factored into any reform strategy for the sector.

It should be noted that all these problems are exacerbated in small and medium sized cities and towns. Data shows that the deterioration of water infrastructure is most advanced in these types of settlements (see figure 1). At the same time small and medium sized cities also face the toughest financial and economic problems. For instance, unit operational costs can be up to twice as high as in large cities (Figure 4) and the non-payment problem being far more serious, too. Due to higher operational costs and lower average household income in small and medium sized cities, the social aspects of water sector reform are also expected to represent a far more serious challenge.

Figure 3: Bill for water supply and sanitation services as a share of total household income, (percentage of households according to the share of water bill in their total expenses), Khmelnitsky (Ukraine), in 2001 and if increased 50%.
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Source: OECD EAP Task Force, (2002), Guidelines on consumer protection and public participation, Paris
Figure 4: Unit operational cost (rubbles/cu m sold) by size of the city in the Russian Federation
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Source: OECD EAP Task Force, (2002), Survey of urban water and sewerage utilities in the Russian Federation, Paris

3.2 Objectives

The long-term development objective for the region to which the WSS and financing component will contribute:

“to improve the management of municipal water supply and sanitation infrastructure in order to ensure that good quality water and sanitation services are delivered to the population in a reliable, sustainable manner and at least cost.” 

The component specific target is:

“to halve, by the year 2015, the proportion of people who are unable to reach or to afford safe drinking water (as outlined in the Millennium Declaration) and the proportion of people who do not have access to basic sanitation.”

3.3 Activity areas 

This component will build on work being carried out by the OECD-led Task Force in response to the conclusions and recommendations from the Almaty Ministerial Consultation in October 2000, where the options for reform of the urban water supply and sanitation sector was discussed and reflected in the Guiding Principles for the urban water supply and sanitation sector.

While OECD EAP Task force initiatives will focus primarily on the framework for action (legislation, capacity and institution building and financing) this component will also provide an overall framework for the development and implementation of demonstration projects (e.g. involving investment). Furthermore, an overall focus area is the co-ordination of bilateral projects in the EECCA countries, which EU and its member states, IFI and private sector are involved in. Co-ordination with other relevant organisations in these areas, such as the Project Preparation Committee (PPC), will also be carried out as appropriate.

The recommended actions proposed in the background paper prepared by the OECD EAP Task Force (Annex 2 to this document) has been used as a basis for the proposed activities to be included under the umbrella of this component. The activities can be grouped within the six activity areas listed below. The first of the activity areas is expected to account for the majority of the investments and the other five activity areas are underpinning and complementing this activity area:

1. Improve water supply and sanitation infrastructure through investment and technical assistance

· Support the improvement of existing water supply and wastewater facilities through investments and institutional and technical capacity building

·  Investments to increase the capacity in support of the Millenium Development Goals.

2. Improve institutional and regulatory framework

· Establishment of an effective framework to regulate water utilities and to prevent the abuse of monopoly power.

· Development of a utility performance monitoring system in order to introduce benchmarking and stimulate efficiency

· Development of a model performance contract between utilities and municipalities, and its implementation through demonstration projects in specific countries and localities.

· Reviewing and reforming standards concerning drinking water and effluent water quality, construction and consumption norms

· Improve conditions for the involvement of the domestic and foreign private sector into urban water services, through disseminating experience of CEE and OECD countries, analysis of domestic and foreign private sector participation in EECCA.

· Promoting public participation in sector reforms through information dissemination and public debate of reform options through Internet and other forms.

· Training programmes to build national and local capacity, including development of training materials in local language.

3. Ensure financial viability of utilities

· Assessment of the financial sustainability of existing level of water services taking into account the often low ability to pay by the households.

· Evaluation of the debt of water and communal sector and development of a plan for its reduction

· Identification by local government of realistic level of services that can be provided to consumers based on demand and ability to pay, including alternative and less costly ways of water provision.

· Development of in-country demonstration projects aiming to reform tariff-setting systems, based on the forthcoming Guidelines for Tariff Reform in the EECCA. Tariff-setting rules should provide incentive to increase efficiency and to prevent excessive political interference.

· Continuing efforts to achieve full cost recovery from all groups of consumers and phasing out cross-subsidies from industrial consumers to household and budgetary consumers.

· Promotion of investment into the sector from local, national and foreign sources.

4. Ensure access of the poor to water services as a basic human right

· Analysis by national and local governments of the affordability of water prices at local and national level with the aim of establishing a national and/or local affordability target or benchmark for water expenses.

· Implementation of measures to support access to water for the poor, giving the preference to targeted income subsidies.

· Development of legal framework by central governments to apply the Aarhus Convention on public information, participation and access to justice

· Promotion of public participation, particularly on issues as municipal development plans, level of service, tariff reform and private sector involvement.

· Testing and review of social tariffs, such as lifeline and progressive tariffs

5. Safeguard public health

· Identification of alternative ways of providing safe drinking water in cases of water infrastructure accidents and intermittent water supply.

· Improvement the surveillance systems for water related diseases to act as an early warning system to alert against the possibility of outbreaks and to guide investment to areas of highest risks.

· Improvement of surveillance of the integrity of the distribution network, including application of GIS-based computer modelling systems.

· Improvement of human and laboratory capacity for management and (preventive) maintenance of supply system

· Development of water safety plans, using WHO guidelines under preparation, including a possible establishment of a legal definition for minimum allocation of safe water to meet basic human needs. The development of such plans will be based on the dedicated WHO guidance documents, the 3rd revision of the Drinking Water Quality Guidelines, and the relevant EU Directives.

· Promotion of the linkages between water management and health.

· Signing and ratification of the Water Protocol

6. Protect the environment

· Establishment of a framework for managing the competitive uses of  water at the national and regional levels, i.e. through integrating municipal water systems into coherent programmes for water resources management within the river basins

· Increasing in a long-term perspective the wastewater collection and treatment and the quality of wastewater treatment equipment.

· Promotion of measures for water demand management aiming to increase the efficiency of water use and reduce water consumption and water losses.

3.4 Building blocks

The activity areas listed above define the framework of the component. The framework thus set the limit for which types of activities can and should be included under the umbrella of the component. At the same time the framework serves as a tool for planning and co-ordination of activities under this component. Listing down all the existing building blocks provides an opportunity to assess whether there is any duplication in terms of activities or bodies responsible for planning, management and co-ordination of the water resources in the region. Similarly, the list provides an opportunity to identify gaps based on which new building blocks in terms of programmes, projects, networks, organisations, etc. can be defined.

In Annex 5 is given a list of present building blocks and proposal for new building blocks. The new building block proposed so far are mainly based on proposal submitted by different partners without making and overall assessment based on the need identified by the EECCA countries as well as on-going and planned building blocks undertaken by other partners

3.5 Input and budget 

3.5.1 Input

3.5.2 Budget

3.6 Organisation and Management

Various organisations and bodies have been involved in the urban water supply and sanitation sector in the EECCA countries. Some of the organisations, which could be considered when setting up the management structure of this component, or with whom the initiative may establish working linkages, are mentioned below. 

The preparation of the component has to a large extent been built on work being carried out by the OECD-led Task Force under the Environmental Action Programme for Central and Eastern Europe (EAP Task force) and particularly the background paper (cf.. Annex 2) prepared by the Task Force. Group of Senior Officials on Urban Water Sector Reforms in the EECCA countries was established in 2001 to provide support to Guiding Principles for Reform of the Urban Water Supply and Sanitation Sector adopted in Almaty, October 2000. It consists of EECCA officials with the responsibility for urban water sector reform, donor/IFIs, private sector and civil society representatives. WHO has also been active in the region focusing on the health aspects of urban water supply and sanitation. So far 

The EAP Task Force has expressed interest in participating in the co-ordination and implementation of the component and the WHO Regional Office for Europe have offered to co-ordinate the health-related activities using its network of WHO Collaborating Centres.

3.7 Tentative Plan of Implementation

4 Integrated water resources management component

4.1 Situation analysis

Access to safe water is a fundamental need and a human right, vital for dignity and health of all people. Furthermore sustainable nature resource development is crucial for creating jobs, attracting investments and generating funds for social development and for ensuring the availability of resources for generations to come. Effective development and management of water resources are essential for sustainable growth and poverty reduction. 

The challenge of water resources management has become acute for the EECCA countries, as water scarcity grows, quality declines, environmental and social concerns mount and the threats posed by floods and drought are exacerbated by climate change. Furthermore the unsustainable use and inefficient protection of the quality of water have economic, social and public health impacts that constitute potential sources of conflict.

4.1.1 Quality of water resources

Pollution of surface and groundwater is a serious problem in the whole region. The quality of water from surface sources is low as a result of discharges of insufficiently treated and untreated sewage from populated localities and industrial plants, as well as of industrial accidents. In the EECCA, only 60 per cent of the population are connected to sewers; for 18 per cent of these, wastewater is discharged untreated. The remaining wastewater is treated before being discharged into surface waters, mainly by secondary treatment to remove organic matter.

Irrigation and use of fertilisers, manure and pesticides in agriculture can lead to increased salinity and pollution of surface water and/or groundwater by nitrates, phosphorus and pesticides. The quality of surface water and groundwater is also affected by waste-water discharges from industries (mainly mining and chemical industries), industrial accidents including accidents with tailing dams and pipelines and leakage from municipal landfills, leading to a high concentration of heavy metals and other toxic chemicals. 

For drinking water supply, the situation is aggravated by the unsatisfactory sanitary and technical conditions of water supply equipment and networks, a shortage of chemicals for purification, a low standard of laboratory equipment, and source water often compromised man-made and natural contamination. Infectious intestinal diseases, often caused by poor drinking water, are among the main causes of infant mortality in the southern regions of the Russian Federation and in Central Asia 3. 

Floods are a major concern in all EECCA countries.  More than 150,000 km2  (including some 300 major cities, thousands of rural settlements, industrial areas and some 7 million ha of agricultural land) in the Russian Federation alone suffer from floods with return intervals of 20 to 100 years.  The annual average damage is in the order of 1.45 billion USD, and there is also a high risk of infection in flooded areas with 1.5 million cases each year.

Environmental and health-related effects of water pollution and floods are frequently serious. Biodiversity in water as well as other biotopes may also be significantly affected as a result of pollution and flooding.

4.1.2 Allocation of water resources

The problem of water allocation should be considered both in a national context (sharing of water between various uses/users within a country) and a transboundary context (sharing of water between two or more countries in a transboundary river basin).  It includes the problem of water stress, water scarcity and competition between water uses and/or users. 

In the national context, restricted access to water for domestic use and agriculture is a major problem in some parts of the region, particularly in Central Asia, in the southern part of Ukraine and in the South of the European part of the Russian Federation. Important reasons are poor management and frequently inefficient irrigation systems leading to over-consumption of water in agriculture. Agriculture is the dominant water user in Central Asia, accounting for more than 90 per cent of total use. Inefficient irrigation practices, poor water resources management and lack of incentives for water conservation are among the main causes of water scarcity. Over-exploitation of water, especially increasing use of groundwater for public water supply, and over-use of surface water for irrigation, has serious consequences such as drying-up of spring-fed rivers, salinization of (shallow) groundwater resources, destruction of natural wetlands and salt-water intrusion in coastal aquifers. In the case of Central Asia, the vanishing Aral Sea is a particular concern.

Sub-regional agreements on water allocation have been working since 1992 in Central Asia and in other EECCA countries and before that within the Soviet Union. However, competition among water users on how to share water both within countries and internationally between upstream and downstream countries is in many cases not resolved. In Central Asia, for example, upstream countries prioritise the use of water for hydroelectricity generation in winter whilst downstream countries mainly use water for irrigation in summer. Reasonable and equitable use of water resources is also a problem in river basins such as the Kura basin (shared between Azerbaijan, Georgia and Armenia) or the Samur basin (between the Russian Federation and Azerbaijan).

4.1.3 Action taken to-date

During the 1990s, EECCA countries have made significant efforts in environmental management and are continuing to do so. Nevertheless, economic and social difficulties in the transition to a market economy are important reasons why the efforts have not always been successful. The economic and social difficulties are also reasons why environmental issues today are not among the top priorities in these countries.

Since their independence, the EECCA countries have adopted basic environmental legislation and introduced new environmental policies, generally based on a combination of legal and regulatory instruments (e.g. standards, norms, environmental impact assessment, permits for water abstraction and discharge) and economic instruments (e.g. charges for water use and pollution discharge, fines). Notwithstanding difficulties and severe human and resource constraints, environmental enforcement agencies have continued their efforts to control compliance and enforce environmental laws. 

The administrative system for river basin management was already developed in the Soviet Union in the 1980’s. The Russian Federation continues using this concept. Many other countries have also recognised the advantages of the river-basin approach for water management and, after testing it on particular basins (for instance the Dnieper basin in Ukraine) are now considering using it more widely. The approach has proven to be useful not only for pollution control, but also to optimise funds collection and use.

Several measures for water conservation have been adopted. Economic instruments, mainly based on the “polluter and user pay” principles have been introduced (abstraction charges, permits, increased water charges and taxes). More could be done to change consumer attitudes, especially by introducing metering, which has proven to be a very efficient tool to reduce water use.

There exist a variety of jointly agreed conventions, principles, mechanisms and best practice to manage national and/or transboundary waters and resolve the above problems. Some of these have already been discussed in section 2.1.3. However, many of these agreements and collaborative efforts to manage common resources are hampered by poor economic conditions, lack of political will, instability, and a lack of ratification and compliance with existing international conventions.

4.2 Objectives

This component contribute to the following long-term objective:

“to improve the management of the water resources, including transboundary rivers basins and regional seas, in order to ensure that best possible balance between economic efficiency, environmental sustainability and social equity is achieved, and that conflicts associated with the distribution and use of water at different levels are reduced.”

The component specific target is:

“to develop integrated water resources management and water efficiency plans in all countries by 2005, including, where applicable, co-ordination in transboundary water courses.”

4.3 Activity areas

It has been recommended by UNECE and GWP that seven important tools need to be developed in order to tackle the key issues in relation to integrated water resources management in the EECCA countries. The activity areas have been grouped according to these tools. However, compared to the seven original tools mentioned in the background paper financing is not included as a separate activity area as it is a crosscutting issue, which is an integral part of the other activity areas. Financing is a very important aspect of the other sub-component. Furthermore, “Infrastructure and non-structural measures related to water, human health and the environment” is not included as a separate activity area under this sub-component as most activities are included under the other sub-component or some of the other outputs of this component. Thus, the proposed activities will be concentrated around the following activity areas:

1. Strengthen legal and regulatory framework and its implementation;

· Revision of legal and economic instruments in close co-operation with all stakeholders;

· Strengthening of water licences / discharge permit systems;

· Incorporations of key principles into national legislation: BATs, Polluter Pays Principle, the precautionary principle.

· Development and implementation of regulations and standards for enforcement of Water Codes;

· Harmonisation of national legislation with requirements of regional and international conventions;

· Ratification of regional and international conventions and protocols;

· Development of bilateral and multilateral agreements or adapt existing ones, where these exists.

2. Support to institutional capacity building;

· Review of current organisational framework for water resources management;

· Creation of effective co-ordination mechanisms between different agencies responsible for various aspects of water resources management;

· Convergence of research capacity and decision-making systems

· Establishment of new and strengthening of existing river basin and regional seas management bodies, including interstate, transboundary and regional ones;

· Inventory of transboundary water bodies and establishment of mechanisms for management of transboundary water bodies where these do not yet exist.

3. Strengthen water resources monitoring and assessments;

· Inventory of current monitoring systems;

· Development of a tailor-made and cost-effective interstate and transboundary monitoring programme;

· Establishment of national and transboundary decision support systems, including modelling systems, which can transfer collected data into useful information to support decision making within water resources management and planning;

· Rehabilitation and upgrading of environmental laboratories.

4. Improve access to information and public participation; 

· Ratification and implementation of Convention on Access to Information, Public Participation in decision-making and access to justice in environmental matters;

· Increase public awareness of water resources management issues through active information dissemination (e.g. on the a website), including information on laws, water plans and programmes, agreements, water quality, measures taken, political objectives;

· Strengthening of local capacity and among NGOs

· Encourage public participation, including NGOs, in the preparation and development of agreements;

· Inviting stakeholders, including NGOs, to participate in inter-governmental negotiations and comment on draft texts.

5. Support to development of specific river basin (including lakes and regional seas) management plans

· Establishment of joint targets, joint co-ordinated water management plans for reducing transboundary impacts;

· Establishment of joint surveillance and early warning systems;

· Application of decision support systems for river basin management and planning;

· Integration of freshwater resource management and coastal zone management;

· Application of integrated water resources management approaches in both the natural as well as the human system.

6. Preparation of national water resources strategy and water action plans 

· Preparation of national water resources action plans in each of the individual countries

4.3.1 Potential action levels

As mentioned previously, activities might be carried out at three different organisational /action levels, namely regional (R), transboundary (T) and/or national (N) levels. Contrary to the WSS and financing component a considerable number of the activities under this component are at the transboundary level. Of the remaining most may be at national level, whereas it is expected that a minor part of the activities will be at regional level.

4.4 Building blocks

The output and activity areas listed above define the framework of the component. The framework thus set the limit for which types of activities can and should be included under the umbrella of the component. At the same time the framework serve as a tool for planning and co-ordination of activities under this component. Listing down all the existing building blocks provides an opportunity to assess whether there is any duplication in terms of activities or bodies responsible for planning, management and co-ordination of the water resources in the region. Similarly, the list provides an opportunity to identify gaps based on which new building blocks in terms of programmes, projects, networks, organisations, etc. can be defined.

In Annex 6 is given a list of present building blocks and proposal for new building blocks. The new building block proposed so far are mainly based on proposal submitted by different partners without making and overall assessment based on the need identified by the EECCA countries as well as on-going and planned building blocks undertaken by other partners.

4.5 Input and budget

4.5.1 Input

4.5.2 Budget

Below is given an example of how a budget form for the IWRM component may look like. However, the final form will depend on the type of funding arrangement, which eventually will be agreed upon.

Table 4.1 5-year budget for IWRM component (mill. Euro)
Output / Activities
2003
2004
….
….
….
Total

Support to Secretariat/Co-ordinating body







Management and co-ordination







Meetings / Workshops / Conferences















Support to regional networks







…







Support to RBO and other bodies







…















1. Strengthening of legal and regulatory framework and its implementation







….







….







2. Support to institutional capacity building







……







……







3. Strengthening of water resources monitoring and assessment







…







…







4. Improved access to information and public participation







…







…







5. Development of specific river basin (including lakes and regional seas) management plans







…







…







6. Support to preparation of national water resources management strategies and plans







Kazakhstan







Kirgyzstan







Uzbekistan







….







Total budget 







(There will be a need to differentiate between costs financed directly by EU and costs financed by member states and/or other partners.

( More clarification on the financial aspects including financial commitments is needed before this section can be written. To be discussed during the HLM in Moscow, 5-6 March 2003.

4.6 Organisation and Management

A number of organisations have been actively involved in IWRM and transboundary water issues in the regions. Some of the organisations, which could be considered when setting up the management structure of this component, or with whom the initiative may establish working linkages, are mentioned below.

UN ECE has been a key player in the preparation of various conventions, including the Convention on the Protection and Use of Transboundary Watercourses and International Lakes (The Water Convention) from 1992. The emergence of 12 new independent states in the wake of the dissolution of the Soviet Union has created the basis for potential international conflict over sharing of transboundary water resources in the region, notably in water scarce Central Asia.

Denmark financed a study in 2000 on how Danish assistance can contribute to promoting sustainable water resources management in the Caucasus and Central Asia. This resulted in a catalogue of potential support actions at regional level, of which support to IWRM was one of the main recommendations. This recommendation is now being implemented and support from Denmark has been initiated to GWP facilitated activities in the eight countries of Caucasus and Central Asia.

Examples of other initiatives that relate to this theme are the EU TACIS programme with its activities on the Caspian Sea, the Aral Sea and support to establishing regional water sharing agreements between Central Asian states, the OSCE water management initiative for Central Asia and UNDP and UNEP’s involvement in the Regional Seas Programme. Most of the above-mentioned organisations have expressed their interest in the active participation in the co-ordination and implementation of the EU-EECCA Water Initiative.

4.7 Tentative Plan of Implementation

5 Crosscutting components

5.1 Research component

Water research will be enriched by the participation of third countries to some key activities, and in particular:

· in the area of integrated water management at catchment scale, where a specific "twinning" research partnership between European, African and EECCA river basins should be constructed, with focus on transboundary river basins;

· in the area of integrated urban water management, for studying the problems of African, Asian and/or South American mega-cities along with those of European urban and peri-urban areas;

· in the area of management of water under scarcity, where partnership between EU and other south-Mediterranean countries is particularly needed The Mediterranean Action Plan, a joint undertaking between UNEP and WHO, has proven to be an efficient mechanism for such co-operation and could form the basis for further co-operation between the EU and the S. Mediterranean Countries.

· in the development of scenarios of water demand and availability at 25-50 years, where the Commission wishes to open a large European research initiative to a wider geographical area which includes South and East Mediterranean, Black Sea and other EECCA countries.
The first step to implement co-ordination and improve efficiency in the use of available resources will be a mapping of the Member States scientific co-operation programmes on water-related aspects. An assessment of the main water-research priorities will follow. The next step will be to identify the overlaps, the potential synergies and the gaps, in order to better co-ordinate the European efforts and to streamline them along the main priorities of the EU Water Initiative.
5.2 Financial component

The objective of the EU Water Initiative’s Financial Strategy is to increase the efficiency of existing EU aid flows and to promote water and sanitation as key to sustainable development.  The emphasis is for sustainable financing of water supply and sanitation services and the sustainable management of water resources. 

The component seeks to inform partners on financing issues. Initial activities will include assessments of financing needs and current financing position, current sources of funding (public, private and development assistance), and the types of funding instruments available. 

A key financial focus will be to show how development aid can be increasingly used as a catalyst for triggering other sources of financing for water, rather than being seen solely as the solution itself. The component seeks to look more closely at how to reduce the potential for overlaps in the allocation of funds for water-related projects between donors and IFIs in order to maximise their effectiveness. A joint OECD-World Bank work is currently on-going with the objective of identifying the ways that can make purchasing power parity (PPP) and official development assistance (ODA) mutually supportive. 

Key areas where the initiative could make a difference for water financing are likely to include: 

· Promoting water as a cornerstone of sustainable development

· Raising the programmatic profile of water in the PRSP process

· Co-ordinating funding for water better among the partners in the initiative

· Linking together the wide range of financing ideas, networks and mechanisms that currently exist for water in Africa and the other target areas; 

· Supporting better project preparation facilities; 

· Supporting a wider range of models for water sector restructuring in addition to involving private sector participation by competent international operators.

Q-1:
The role of the crosscutting components in the EU-EECCA WI still unclear and particularly their role in the EECCA-component.

(
This issue to be discussed during the HLM in Moscow, 5-6 March 2003

ANNEXES

Annex 1: 
Johannesburg Declaration – Launch of the European Union – States of Eastern Europe, Caucasus, and Central Asia Strategic Partnership on Water for Sustainable Development. – NOT ATTACHED.

Annex 2:
OECD / EAP Task Force: Pollution Prevention and Control: Improving the Management of Municipal Water Supply and Sanitation Infrastructure. NIS Environment Strategy Background Paper. November 2002. - NOT ATTACHED.

Annex 3:
UNECE/GWP: Integrated Water Resources Management (IWRM) including Transboundary River Basin Issues. Background paper for the Environmental Strategy of the 12 countries in Eastern Europe, the Caucasus and Central Asia (EECCA). Geneva, 30 November 2002. – NOT ATTACHED.

Annex 4:
UNDP: Water and Environment issues in the Black, Caspian and Aral Seas. Background paper for the G12 environment strategy prepared by the United Nations Development Programme, Regional Bureau for Europe and the CIS. January 2003. - NOT ATTACHED


Annex 5:
Building block matrix for “Urban Water Supply and Sanitation, including Financing of Water Infrastructure”

Annex 6:
Building block matrix for “Integrated Water Resources Management, including Transboundary River Basin Management Issues and Regional Seas”
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� EU Water Initiative – Financial Issues, DFID / European Union, August 2002


� The EECCA is an abbreviation for Eastern Europe, Caucasus and Central Asia and it includes the following 12 countries: Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyzstan, Republic of Moldova, Russian Federation, Tajikistan, Turkmenistan, Ukraine, Uzbekistan.


� EU Water Initiative: Water for Life, health, livelihoods, economic development, peace and security. Working Document (September 2002).


� Guiding Principles for Reform of the Urban Water Supply and Sanitation Sector in the NIS, Almaty, Kazakhstan, 2000


3 	WHO/EURO is establishing an evidence-base under the Protocol on Water and Health to the Convention on the Protection and Use of Transboundary Watercourses and International Lakes, particularly with inputs from the Russian Federation and Central Asia countries.
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