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1. EUWI Objectives: Current Situation

Water Supply and Sanitation

1.1 Objective 1: Improve the institutional and regulatory framework

Action 1.1 Decentralise administrative responsibility from national level to municipal level.

Action 1.2 Provide institutional autonomy to the municipal water authorities

Action 1.3 Commercialise the autonomous utilities as corporations

Action 1.4 Introduce a formal regulatory structure

The quality of water supplies in small cities and rural areas in particular is extremely poor and the country is suffering the effects of a lack of investment over the last fifteen years.  In small and medium sized towns water supply coverage averages 45% and sanitation coverage averages 40%. Donor assistance has been relatively limited to date but the Government has proceeded with certain reforms of the sector and with the assistance of the World Bank has developed a National Water Action Plan.

Decentralisation occurred when responsibility for the water utilities (Apa Canals) were transferred to the Municipalities in the year 2000. There are some 1500 Municipalities (including some 50 cities) and in turn they have delegated responsibilities for water supply to water companies (Apa Canals).  In some cases there exist contracts between the two parties but not always.  One of the existing building blocks is to develop forms of these contracts and this is still a priority.  Municipalities do not contribute towards the operations and maintenance costs which are entirely the responsibility of the Apa Canals but do contribute to capital expenditure.

Little progress has been made at present towards the commercialisation of the water companies because the contractual relationship between Municipalities and Water companies is not clearly defined.  This underlines the importance of progressing with Action 1.2 and defining the respective obligations of the two parties and beginning to monitor key performance indicators.

In rural areas there is less organisation with a department of the mayor’s office responsible for water supply and sanitation.  It is common for the rural communities to  engage private companies/individuals to manage their water supply systems.

There is a proposal to create  an independent regulatory agency which would monitor tariffs for a number of utilities including energy and water.  The Agency would like to propose a Building Block which assists with the implementation of this regulatory structure, tariff setting procedures and also includes a component to review the legislative framework.

1.2 Objective 2: Ensure financial viability of utilities

Action 2.1 Adopt a financing plan to introduce full cost recovery

Action 2.2 Eliminate subsidies between industrial consumers and household consumers

Action 2.3 Adjust billing procedures so that water tariffs are based on actual water consumption

Action 2.4 Raise collection ratios to acceptable levels

Action 2.5 Use social tariffs for the poor

Tariffs are in principle supposed to reflect all costs but in practice generally remain low.  Most Apa Canals have now raised tariffs to levels sufficient to cover operations and maintenance costs.  Tariffs are kept low partly as a result of the institutional structure whereby tariffs proposed by water companies, calculated in accordance with a standard national methodology and checked by the Agency for Regional Development, require endorsement by the Municipalities which is often not forthcoming.

The Economic Growth and Poverty Reduction Strategy paper of May 2004 states under Article 387 “Tariff Policy for Water Supply and Sanitation” that one of the actions is “to prepare a uniform methodology for tariff computation moving towards real cost recovery”.  In addition the Government has  a National Water Action Plan which is focussed on improving financial performance and gradually achieving profitability.  The priority is not to raise tariffs but first to increase billing and collection ratios.

Large cross subsidies are being phased out but since tariffs for public institutional and commercial enterprises were up to ten times the average tariff this can only be done gradually.  Article 387 of the Economic Growth and Poverty Reduction Strategy Paper states that it is policy to provide water consumption meters to all customers.  Meters have already been installed in Chisinau for example.  Water collection rates are poor and can be as low as 40% to 60% of billed amounts.  The priority identified in the short term in th National Water Action Plan is to improve collection rates before proceeding to gradually increase the tariff towards cost recovery levels.  Lifeline tariffs are provided by Apa Canals in which a minimum amount of water is provided at a subsidised tariff

1.3 Objective 3: Investment in water supply, sanitation and rehabilitation

Action 3.1 Identify the investment and rehabilitation needs through studies

Action 3.2 Prioritise building blocks

Action 3.3 Prepare projects

Action 3.4 Plan and obtain financing

Action 3.5 Implement

The Economic Growth and Poverty Reduction Strategy Paper sets the following objective with respect to achieving the Millenium Development Goals:

· Increase the share of the population with sustainable access to improved water sources from 38.5% in 2002 to 47.7% in 2006, 57% in 2010 and 68.5% in 2015

· Increase the share of population with sustainable access to improved sanitation from 40% in 2002 to 56% in 2006, 73.3%  in 2010 and 905 in 2015.

A National Water Action Plan exists as part of the overall programme towards poverty reduction.  A village programme also exists but was produced under a rapid two month assessment.  The Agency proposes that one of the Building Blocks should be to implement a Master Plan within one of the critical regions (Central district of the Prut River is proposed).

A number of investments have already been identified and studied as part of donor funded studies as follows:

· Improvement of water supply and sewerage system planning for priority regions of the Republic of Moldova (pre-feasibility studies of 50 small town/villages) – Kuwait Fund 2001.  Implementation due to start in late 2005.

· The study of improvements of water supply in the northern region of the Republic of Moldova (four towns including Balti and Soroca)– JICA 2003

· Pilot project for water supply and sanitation (3 towns) World Bank (under implementation)

· Water supply system for four towns and two villages – DANCEE (under implementation)

The Poverty Reduction Programme clearly identifies small towns as having the highest proportion of population living below the poverty threshold and targets improvements in 156 localities up until 2015 to achieve the millennium goals.  In line with this policy clusters of small towns representing priority investments are proposed as new building blocks as part of this programme.

In addition to the financing arrangements highlighted above discussions have been taking place with the Governments of Poland, Czech Republic and Turkey.  Further to the World Bank pilot project the former Department for Construction and Territiorial Development asked the World Bank to lead a donor co-ordination Task Force and to use it to meet the Millenium Development Goals.

Progress has been frustratingly slow with respect to actual project implementation. Projects  completed to date include an investment by EBRD to improve the distribution networks in Chisinau and the projects financed by DANCEE.

1.4 Objective 4: Ensure access of the poor to water services as a human right

The Republic of Moldova has a social support programme that provides assistance to pensioners, orphans, large families, needy families and the disabled. No special fund exists to support provision of water to the poor. The poor in rural areas are disadvantaged by having to rely on water from wells and small streams. 

1.5 Objective 5: Safeguard public health

The Centre for Hygiene & Epidemiology of the Min​istry of Health monitors water and wastewater quality for microbiological contamination.

1.6 Objective 6: Protect the environment

Environmental protection is the responsibility of the Ministry of Environment. Aspects of water management associated with environmental protection are set out under Objectives 7 and 8.

Integrated Water Resources Management

1.7 Objective 7: Establish and implement national policies for Integrated Water Resources Management.

Action 7.1  Establish national IWRM policy through: 

a. Raising Political Awareness of Water Management Issues

b. Developing National Road Maps for Completing the Adoption of IWRM

Action 7.2  Support the implementation of national IWRM policy through:

a. Identification of national water management priorities;

b. Strengthening the legal and regulatory framework;

c. Institutional capacity building;

d. Strengthening water resources monitoring and assessment;

e. Improving access to information and public participation; 

f. Providing the research base for IWRM; and

g. Investment in improvements to water use efficiency

Priorities for water management in Moldova are:

· Overall management of water resources bearing in mind that less than half the population has access to sustainable safe supplies.  Quality of groundwater is often poor and the major rivers suffer from upstream pollution.

· Management of dams and power stations in accordance with transboundary agreements.  The country is a long and narrow strip geographically with the River Prut defining the border on the western side and the River Dniester on or close to the border on the eastern side.

· Flood protection for Chisinau 

· Flood protection along the Prut and the Dniester (1100km)

· Management of 3500 small to large lakes

An important change in the prioritisation of water use has been the reducing importance of irrigation.  The areas irrigated have fallen from 190 000 ha under Soviet times to around 34 000 ha presently.  Most of the difference is accounted for by the fact that it is no longer economic to irrigate many of the original areas.  This change has resulted in an overall significant reduction in the quantity of water used within Moldova.  Industrial water use use has also fallen sharply due to reduction in industrial production.  The priority for municipal water use still remains providing a larger proportion of the population with connections and sustainable access to safe water.

The current framework for water resources management involves a number of different participants as follows:

· Apelei Moldovei, part of Ministry of Agriculture, who are responsible for the management of water resources. It is composed of three divisions namely: management of water resources; control of water use; and irrigation and drainage

· Ministry of Environment who monitors the quality of state water bodies and comprises three divisions: State Ecological Inspectorate; National Institute for Ecology; and the Hydrometerological service

· Ministry of Health who monitor drinking water quality through the Centre for Hygiene and Epidemiology

This requires close co-ordination between the different bodies in order to achieve an effective integration of water resources management.  Discussions have been ongoing for the last three years over alternative institutional structures.  

The Water Code was established in 1993 and modified in 2003.  However work still needs to be done to progress harmonisation of  this legislation with EU standards and in particular for it to fully reflect IWRM.  A review of the legal and regulatory framework is agreed as a priority building block in parallel to a review of the institutional framework for IWRM.  The key participants Apele Moldovei and the Ministry of Environment and Natural Resources are keen  to pursue policies that lead to harmonisation with EU leglislation.  The Economic Growth and Poverty Reduction Strategy paper of May 2004 makes a specific reference to European  Integration as one of the key overall objectives.

Apelei Moldovei is responsible for issuing water resource abstraction licenses while the Ministry of Environment carries out the function of monitoring.  There is an immediate need to modernise the laboratories and update equipment and training for hydrometry and meteorology.  The wider sharing of information with the public and greater user participation is just beginning.  Five irrigation water user associations have been created, for example.

1.8 Objective 8: Develop the inter-state cooperative structures for river/lake basin management.

Action 8.1  Provide the foundation for interstate cooperation through:

a. Improving information management and sharing;
b. Establishing a joint public information and participation policy;
c. Joint analysis of water management issues to develop basin plans.
Action 8.2  Establish joint management bodies through:

a. Inter-state agreements; and
b. Joint water management bodies (e.g. Commission).
Inter-state agreements have been signed by Moldova with neighbouring states as follows:

· Romania – River Prut 1993

· Ukraine – River Dniester 1994

Joint management bodies are in place to implement the above agreements.  The foundation for improving transboundary water resources management is therefore in place but will benefit from the institutional changes for referred to above for the implementation of IWRM.  

TACIS is financing an IWRM project on the Lower Dnister river due to start in early 2006.  This project has the primary objective of strengthening the bodies carrying out water resources management and monitoring in the Ukrainian part of the basin but will develop an overall management plan for the Lower Dnister and will involve the Moldovan authorities in joint water resources management discussion through the mechanisms identified above.
2. National Policies regarding Further Changes of the Water Sector

2.1 Water Supply and Sanitation

The Government produced an Economic Growth and Poverty Reduction Strategy Paper in May 2004 which sets out the following overall objectives for water and sanitation:

i) Increase access to drinking water sources and and improve water supply and sewerage services

ii) Improve environmental protection and protection of water supply from pollution and depletion

iii) Save water and energy resources

iv) Rationalise tariffs for water supply and sanitation

A specific priority is allocated to improving the legislative and regulatory framework for water supply and sewerage services and bringing them into line  with European and international standards.

2.2 Integrated Water Resources Management

There is no policy to change the current institutional structure of water management within the country. Although the responsibilities for water monitoring and water use are distributed there is adequate contact, discussion and exchange of information between the various agencies. There is a need for river basin management plans that set out these responsibilities and relationships in accordance with EU Water Framework Directive guidelines. 

The main rivers of Moldova are transboundary and there is a need to develop river basin management plans as set out in the EU Water Framework Directive jointly with the other riparians. This process has been initiated with transboundary agreements already in place.  .

3.  Short-Term Priorities

3.1 Improvement of Urban Water Supply in Small Towns

One of the priority actions set out in the Economic Growth and Poverty Reduction Strategy Paper (EGRPS) is to improve and modernise WS&S systems in 156 localities.  The highest poverty levels are in small towns (53.2%) compared to rural areas (45%) and large towns (16.5%).  Whilst the sustainability of the water supply systems in  large towns is a concern, due to the scarcity of funds over the last fifteen years for rehabilitation and modernisation, the greater problem is the situation in the small towns where water supply coverage remains poor and services are of a low standard.  There exist situations today where people living in large flat blocks in small towns do not have piped water for example.

The Government recognises the need to improve the legislative and regulatory framework for the water and wastewater sector and this is desire is reflected in the building blocks that have been proposed.  

3.2 Improvement of Rural Water Supply and Sanitation

A high priority is accorded to improving the quality of services in rural areas and the EGRPS sets out the following actions aimed at improving the quality of services:

· Rehabilitate 93 300 rural water supply wells

· Develop and introduce a pilot project for groundwater treatment with elimination of nitrates and sulphates by biological methods (groundwater contamination is a substantial problem particularly affecting rural areas)

3.3 National Coordination of River Management

The current system works on the basis of a close cooperation between the different bodies involved but it recognised that there is a need to rationalise the existing institutional framework.  The existing institution responsible for water resources management has shrunk to a size where it has extreme difficulty in fulfilling its functions and it is hoped that there will now be the opportunity to strengthen this capability as part of a move towards river basin management.  There is a readiness to move to Integrated Water Resources Management as part of the drive towards European integration but this is not yet reflected fully in existing plans.  

3.4 Improved Cooperation on Transboundary River Management

There are interstate agreements in place for the transboundary management of the Prut and Dnister rivers and joint management bodies are in place.  The basic institutional framework is therefore in place for developing river basin management plans.  The EU is planning to assist with support on preparing such a plan for the lower Dnister which is due to start in early 2006.

4. Building Blocks

4.1 Blocks Already Submitted

The Building Blocks already submitted and their current status are:

	No
	Title 
	Focus
	Comments

	33
	Development of a programme for protection and use of water resources of the Bik River Basin 
	IWRM
	Important because the capital Chisinau lies in basin

	34
	Reform of legislation relating to water supply and sanitation services; drafting of new Law.
	WS&S
	High priority – assistance with regulatory framework also required

	35
	Contracts for management between water and santitation enterprises and local government bodies
	WS&S
	High priority – will define autonomy of water companies from municipalities

	36
	Development of national standards for quality of treated wastewater
	WS&S
	Low priority – basic water supply services are not yet in  place

	37
	Preparation of “Guidelines for efficient operation of water supply and sanitation systems; implementation of nation wide training programme
	WS&S
	Low priority – institutional reforms should first be implemented (BB 34 &35).

	38
	Demonstration pilot project “Reforming of the system of tariffs for water supply and sanitation services”
	WS&S
	High priority – critical reform for financial sustainability

	39 
	Water supply and sanitation for towns of Kahul, Orhei, Stefan Voda and Soroka. 
	WS&S
	Under implementation with World Bank assistance but there are many towns urgently needing similar support.

	41 
	Integration of the ecosystem approach and biodiversity conservation into the water basin management, including transboundary watercourses
	IWRM
	Low priority – should await reforms implementing IWRM

	42
	Edinet and Cupcini water supply project Stage 2.
	WS&S
	Under implementation with DANCEE assistance but there are many towns urgently needing similar support. 


4.2 Potential New Building Blocks 

In reviewing the old building blocks several new requirements were prioritized as follows:

WS&S

· Assistance with implementation of regulation of water and wastewater sector (this could be combined with BB 33)

· Priority investments for water supply and sanitation in small towns – there are urgent needs in most of the small towns

· Pilot project for treatment of groundwater to eliminate high nitrates and sulphates

· Rehabilitation of rural wells

IWRM

· Reform of the institutional and legislative framework for water resources management in Moldova 

· Development of a water management and monitoring information system for the River Prut
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