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EUWI Finance Working Group Meeting
Brussels, 9 June 2010
MINUTES

1	Opening and Overview of FWG Status
Alan Hall opened the meeting and gave an overview of the present situation of the FWG. The aim of the meeting was to re-establish the FWG as an operational working group and discuss and contribute to the activities of the Group.
A list of participants is included as Annex 1 to the Minutes.
The meeting was the first for over two years as the FWG has been acting as a project management unit to carry out the ACP-EU Water Facility project for Strategic Financial Planning. The funding required a very rigid project management and there was no scope for other FWG activity. The project was completed in March 2010.  The meeting is the start of a process for establishing a proper working group format. The FWG has core funds from the DFID (UK) for the period 2009-12 for a programme of activities, as follows:
· Support to AMCOW and country level activity – with Africa WG
· Capacity development – five regional workshops on financing water with GWP
· Water pricing - 
· Role of the private sector - 
· Financing IWRM – with OECD
· Additional activities – demand led unspecified activities
· FWG coordination and management – functioning of the FWG
There is some flexibility on the nature of the activities under these broad headings. The FWG is hosted by the GWP in Stockholm who provide financial management, auditing and administrative support. An Annual Report giving details of expenditures for 2009 was provided to the participants and is available on the www.euwi.net website.
In the discussions it was recognised that the FWG was a cross-cutting component of the EUWI and it is important to engage with the regional WG so that the whole is greater than the sum of the parts. 
At present funding is provided only by DFID who are presently reappraising funding priorities and projects, there is thus some uncertainty regarding the remainder of the DFID funding for the work of the Group. It is therefore essential to seek additional funds.
2	Regional workshops
Workshops on Financing for Water were completed in Central and South America and the Mediterranean region. The workshops are linked to political processes wherever possible.
The FWG worked with the MED-EUWI for the MED workshops and reports on the workshops were provide to the participants. The MED workshops included a regional event in Madrid linked to the Union for the Mediterranean political process to develop a strategy for water. It also brought together officials from Northern Africa AMCOW-TAC as part of the preparatory process for a planned meeting of Ministers of Water and Finance. A second event in Beirut brought together bankers, private financiers and water experts for financing water in the Lebanon. 
There was high demand for more workshops and training in finance for water, but this should be through learning by doing rather than abstract classroom training.
Conclusions:
The workshops are useful to raise awareness and build capacities on financing water as well as informing policy processes and should deliver consistent messages to a carefully chosen audience. 
There should be easier access to reports and information from the workshops and these will be put on the www.euwi.net website and an email sent to FWG members to let them know.
It was recommended that closer links should be made with donors for the regional workshops and also to the Centres of Excellence supported by the EC in Africa and Latin America.  The Workshops should link to SWAps if possible.
3	Strategic Financial Planning (SFP)
The work on SFP was carried out in partnership with OECD between 2008-10. Jens Vad (PEMConsult) presented the final outcomes of the SFP for Lesotho and Jim Winpenny (consultant) presented the lessons from SFP work in Lesotho and other countries as set out in a new FWG paper which was distributed at the meeting and included on the EUWI and GWP websites. The FWG also contributed to an OECD paper on SFP. The FWG worked with CapNet to develop training material on SFP.
Key findings of the Lesotho (and other studies) include:
Data collection was a much harder task than envisaged but was very valuable as it highlighted differences between data from the Bureau of Statistics and Ministry of Water on coverage. In Lesotho it led to improved quality and consistency.
SFP outputs show how to balance the 3T’s for different scenarios in order to meet policy goals and set out trade-offs and the need to reset policy goals if necessary.
The lack of credible national plans can be addressed by SFP and thus help to overcome barriers to aid flows. Its outputs have to be integrated into the budgeting process. In Lesotho, the M of F (Director of Budgets) greatly appreciated the work.
SFP brings rigour and realism into policy and planning and provides water officials with much better basis for dialogue with the Ministry of Finance. It can help to overcome the political barriers to raising tariffs or reallocating taxes for water. It is not an advocacy tool but a means to improve policy and sector performance.
As SFP is not generally known there is a need to generate demand preferably as part of other work such as for SWAps, Budget Support and national planning processes. 
The SFP work was started in the EECCA region with OECD and the FWG translated this for the more difficult situation in Africa and showed that it can be applied although with some adaptation.
Conclusions:
The meeting concluded that this work was important and a significant EUWI contribution. Work should continue on promoting this approach. The possibility of extending this to WRM should also be investigated (see below). 
The FWG is not an implementing agency so the MS/EC should take this up at country level through the ‘lead donors’ and linked to the programming cycle. AMCOW and IFIs should be targeted. The SFP work should be linked to Sanitation and Water for All initiative. 
Ways should be found to promote SFP in different countries within the MS aid programmes linked to other processes such as development of SWAps. A first opportunity for this will be an EC/EIB seminar with representatives of the EU Delegations in July 2010.
Sharing of model terms of reference for carrying out an SFP may facilitate the uptake as it supports busy project officers and government officials. 
Publication of the SFP paper should have been better managed as it was a good opportunity to communications EUWI work. Future publishing of papers should be linked to events to raise profile.
4	Financing for Transboundary Water Management (TWM)
In response to the recommendation of the Multi-Stakeholder Forum in August 2009 and Coordination Group meeting in December 2009, a scoping paper was commissioned by the FWG and prepared and presented by Jakob Granit of SIWI. The aim of the paper was to provide input and prompt debate for subsequent in depth work on financing TWM; it did not aim to cover the subject in detail.
Jakob highlighted the challenges of financing TWM and the different elements to be financed: water information and governance (the enabling environment) and water services (infrastructure). He stressed the importance of seeing WRM and Development as a continuum from local, national to transboundary as part of an IWRM approach. He emphasised the importance of reducing risk and the need to leverage financing from private sources to supplement public sector financing. He warned that much of the support for TWM has been targeted at soft interventions - creating institutions, building capacity, data collection etc - but there is “fatigue” with this approach and governments are demanding more tangible progress. 
Discussion:
A lively discussion followed highlighting the following comments on the paper and the further work that is needed: 
· Climate change adaptation/mitigation, environmental and biodiversity aspects as well as transboundary aquifers need to be given more attention;
· There is a need for examples of how TWM is presently funded in different basins; 
· More work is needed to analyse success stories such as the financing of the Senegal river basin development;
· The paper places too much stress on private sector involvement;
· More analysis is needed of what donors have learned and why there is growing “fatigue” on this matter. More understanding of the implications of the Aid Effectiveness agenda is needed in relation to TWM;
· National needs are paramount and the recent work on IWRM policies and planning has helped to understand WRM issues in riparian countries and this should form the basis for improved dialogue on TWM;
· TWM may detract from national institutions by diverting staff, skills and funds;
· The ‘benefit sharing’ approach is considered the way forward, rather than focussing on water-sharing. However, as shown in the Nile basin this is a very slow and politically sensitive process;
· Specific TWM schemes produce benefits of different types: regional public goods, national public goods, and “private” goods. Each of these needs distinctive financial systems;
· Donors should support pre-investment to pave the way for others;
· A “back to front” approach was suggested such that joint ventures for needed infrastructure drive data gathering and improving governance.
Conclusions
The FWG concluded that this is an important issue for further work that opens up new possibilities but needs to be more focussed and also take account of similar work by the Regional Working Groups and the experiences of the EC and MS, including work by Swedish SIDA and an upcoming book on TWM to be launched at the WWW. More work is needed to develop a good framework for financing TWM based on real case studies. The meeting provided an initial input and should be discussed further during WWW to set out the needs for a more thorough study on financing TWM.
5	Financing Water Resources Management
Roberto Martin-Hurtado (OECD) presented the work to date on financing WRM. A “Framework Paper” is under preparation by OECD with inputs from a range of partners including EUWI-FWG.  As this is a relatively new topic the paper aims to set out the thinking on this topic and should stimulate further work. The FWG has contributed at OECD meetings and with a case study in South Africa and a second case study is under preparation in Kenya. A third study planned for Sri Lanka was not possible owing to the difficulty of finding a local consultant.
Discussion:
Need to learn from experiences from EU such as the Baltic Sea and from the WFD, but context is critical so need to take care to balance EU experiences with developing country needs and priorities. It would be good to bring DG ENV back into the FWG.
The paper must be clear what is meant by “WRM”. Definitions are a perennial problem that tends to constrain progress in this area.
WRM involves very high costs and we need to demonstrate needs and that WRM is presently underfunded.
Need to take into account the benefits of environmental services in financing of WRM as these are significant but usually ignored.
Conclusions:
OECD draft report will be ready by late July and circulated for written comments. Time will be allocated in the FWG Annual Meeting for discussion of the paper.
Several members of the FWG volunteered to comment on the report: S young, M Badji, J Winpenny, C Tydeman and J Vad.
A follow up to this work would be to determine if there is scope for extending the SFP work to cover WRM
We should have a communications product on financing WRM.
6	Other activities
The Chair outlined possible future activities for the FWG including: 
1. Microfinance to help bridge the gap between MFI and potential clients as there is presently little demand for water and sanitation.
2. Adaptation funds: there is a new breed of funding that is being developed form the Climate community that is not lined to water and development and yet will have a profound impact on water. There is a need to understand and influence decisions related to this new funding stream. 
3. How to develop viable projects for financing. There is a weak pipeline of water projects and project preparation facilities are underutilised by the water sector so more needs to be done to understand why and to find ways to increase demand and use existing mechanisms more effectively.
4. Non Traditional sources of finance: there has been a rapid growth of finance from non traditional sources, including from China, India, Arab funds and other non-DAC donors as well as from philanthropy. So far this has not benefitted the water sector and may risk undermining interventions by the DAC donors. It may also squeeze out traditional donor support. It also presents risks to WRM and water services through pollution and over exploitation of resources. It is important to better understand the risks and opportunities from this new source of finance.
Discussion: 
Microfinance: There was a positive feedback in particular for sanitation and it was agreed that the NGO members of the FWG could take this forward in discussion with the MF provider TripleJump which is keen to participate in the FWG work. There is also interest from some large corporations in this work.
Adaptation Funds: There was a mixed reaction. It is a complex issue and may be too demanding given the limited resources of the FWG. The FWG could consider a scoping paper to get a better idea of the issues relevant to water and links to the IPCC. This could be a subject for discussion at the MSF in August. It was suggested that the new DG-Climate Change should be involved in EUWI work.
There was some discussion on a “Stern-like” review for the economics of water but the cost of such a review would be high. Several organisations are considering work on similar work (e.g. OECD and GWP) and the FWG could lobby for this and could also consider preparing ToR for a major study. 
Bankable projects: It was suggested that work on how to get more from grants (eg bilateral) by blending with loans (eg EIB) would be useful to increase funding and improve aid effectiveness. This could include ways that grant funding can unblock constraints to project funding. This would require preliminary work to determine what is already available. 
Conclusions:
Development of future activities should be linked to the proposed ENRTP thematic package. Also the work should link to agreed Declarations and to relevant political processes.
NGO members of the FWG and the Chair will discuss how to take forward the microfinance topic taking account of the knowledge already available in the MS and in dialogue with the AWG.
It is important to continue with work on SFP and not just move on to new topics, for example, by integrating SFP into sector programmes of MS and EC. 
The FWG should avoid being a think tank or country/project oriented but focus on being a catalyst and providing a service to other EUWI groups. The FWG should avoid spreading itself too thin and focus on a few issues following preliminary scoping. FWG should also ensure there is demand for its products and avoid duplication. Aid modalities should be a basic part of the FWG work.
7	Wrap up
The first meeting of the FWG for two years provided an opportunity for a lively exchange of ideas on how to revitalise the FWG and to return to the group as a mix of MS/EC and interested stakeholders that contribute to the work of the group. 
The FWG presently has restricted funding and would require additional resources to carry out some of the issues discussed at the meeting. The ENRTP thematic funding could be a source of funds for priority issues.
The importance of building stronger links with the other EUWI working groups was stressed throughout. Although all WG chairs and most MS were invited many did not attend. This may be due to the FWG recently acting as a management unit for a Water Facility project. Effort is thus needed to demonstrate that the FWG has now changed and can be more inclusive.
It was suggested that the FWG meets twice a year plus a half day annual meeting during Stockholm water week. 
A discussion should be included in the MSF on Adaptation Funds and on the economics of water.
The main topic during the Annual Meeting in August will be on Financing WRM based on the work with OECD. 
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