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SESSION OUTCOME


Session 5.2.1 
Pricing Water - Process matters: Overcoming conflicts, building a dialogue 
Chair/Moderator: Mr. Robin Simpson (The Water Dialogues; policy advisor to Consumers International; member of OECD team)

Panelists

The debate was illustrated by experiences shared by:

· Mr. David Boys, member of UNSGAB, The Water Dialogues and PSI, (France)

· Mr. Vibhu Nayar, Project Director IAMWARM project and Special Secretary to the Government, Chennai, Tamil Nadu (India)

· Mr. João Simão Pires, Board member, IRAR, regulator of water and solid waste services (Portugal)

· Mr. Perry Riveria, Manila Water (Philippines)

· Mr. Maurice Bernard, Chief of the Water Department of the French Agency for Development (France)

And with observations and wrap-up response provided by:

· Mrs. Monica Scatasta, Coordinator of the OECD Horizontal Water Programme

Synthesiser/Rapporteur: Mr. Richard Franceys, Cranfield University, and Academic Panel member of The Water Dialogues (United Kingdom)

1) Overall description of the topic

The theme of pricing water and sanitation was discussed in line with views on concepts of the value of water, the benefits of services and their link with price, definitions of “affordability” and “sustainable cost recovery”, and the differing objectives of sector stakeholders. 

The 3 key questions addressed were:

1.  What are the key policy objectives that decision-makers face when designing pricing strategies? (In theory and in practice)

2.  What are the key dilemmas on which the dialogue regarding tariffs may stumble?

3.  How can a transparent, informed and participatory process be built?
The Session was split into two parts:

1. Sources of Conflict

People understand that water services have a cost that should be covered. However, they disagree on which cost components should be covered through tariffs (how much to pay) and how these costs should be allocated across user groups and between users and other stakeholders, such as taxpayers (who should pay).
2. How to build a dialogue

Potential conflict can arise where financial, economic, social and environmental goals clash. Meeting the varying needs of the population alongside ensuring good service is not always an easily achievable objective, as displayed by the panellists who outlined the different dilemmas that they face from the perspective of regulators, private sector, unions, government, and donors. Policy-makers often indicate that they do not receive the information they need, while experts are frustrated when their advice is not implemented. Ultimately, communities are the ones who suffer from the lack of access to affordable and sustainable services and from the deterioration of their water resources. The overarching question is how to bridge these conflicts through transparent, open dialogue.

2) Key challenges addressed by the session

What do the terms “sustainable cost recovery” and “affordability” mean, and how can they be measured?

· The criteria for measuring ‘affordability’ can often be too crude to adequately represent the poorest section of populations

· Political context can be key to influencing ability and willingness to pay, as well as security of service, and public expectations

· Cost recovery does not necessarily equate with efficiency, resource conservation, or financial sustainability

How do policy-makers juggle financial, economic, social and environmental objectives when designing pricing strategies?

· Policy-makers must use certain criteria when designing pricing strategies but have to be careful to monitor the relevance and influence of such criteria

· Policy can be dictated by political motives and/or upheaval, which makes the relationship between regulators and other stakeholders, e.g. service providers, essential

· Government commitment to spending on water and sanitation and maintaining pro-poor stance is key

· There must be efforts to find the right combination of the 3 T’s (Taxes, Tariffs and Transfers) to meet financial deficits, and above all financial flows must be predictable

What is the best way for overcoming these dilemmas? 

· Robust, credible factual evidence to back up policy is crucial

· Consitutional requirements and legislative frameworks are key to influencing the environment in which dialogue takes place and the extent to which stakeholders see transparency and participation as crucial to the success of their policies

· There is a need for shared vision on the use of resources

· Issues around capacity and responsibility should be addressed 

3) Recommendations

· In practice affordability tends to be paramount when final decisions have to be taken

· The public are capable of reaching common sense judgements about the costs of the service and the need to pay, but the final decision has to rest with the public authorities

· There is growing awareness of resource costs, but it is crucial that government, providers and regulators continue to ensure that public awareness is always considered a priority

· Information assymetries must be combatted and capacity increased

· The criteria for measuring affordability must be treated with great care given differing contexts

· A variety of indicators to measure the ability and willingness of consumers to pay must be utilised when setting tariffs

· National legislation and political will are essential to ensure appropriate financing for the sector

· It is the effectiveness of spending and not efficiency that should be treated with priority

· There is room for optimism about the scope for consensus; dialogue can pay dividends in that respect
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