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1. Some comments on WG1 case-study presentations

• Danish Pesticide Tax (AU-NERI)
• Example of how EPIs could (should) be designed via a learning process (new design soon). 
• ‘Not necessarily a successful EPI… but things might have been worse in its absence’. 
• Tackling diffuse pollution by taxing proxies for pollution and using far but practical indicators to assess its 

success (TFI) is associated with high uncertainties about its effectiveness.  

• German Effluent Tax (Ecologic)• German Effluent Tax (Ecologic)
• Insightful experience to show that the policy mix matters (the comparison between regulation and EPIs is 

somewhat artificial, since EPIs demand regulation): discharge permits (1957) + effluent (earmarked) tax (1976) 
+ discharge limits and technological standards (1997). 

• Effect of effluent tax alone is difficult to single out.
• Implications of federalism > controversies between the Federal Government and länder. 

• Chilean Water Allocation Mechanism (Guillermo Donoso, UPC - IBE member)
• Water quality was not an intended environmental outcome in 1981; changes in water quality, though, in the past 

30 years cannot be attributed to the Water Code 1981.
• All river flows in the central and northern areas of Chile are already allocated > How to define minimum
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• All river flows in the central and northern areas of Chile are already allocated > How to define minimum 
ecological flows? 

• Non-use forfeiture (introduced in 2005), as defined at present, is a disincentive to hold water use rights for 
environmental purposes that do not require water extraction (i.e. for wetland conservation). 

• Major challenge of water use right markets in Chile is how to ensure optimal water use without compromising the 
sustainability of rivers and aquifers.
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2. Validated methodology (assessment of environmental outcomes)

• Logical sequence from driving factors to pressures and impacts on the state 
of water-related ecosystems. 

• Our main question during the assessment > What was the intended 
environmental outcome?environmental outcome? 

 To improve the status of water bodies (as related to WFD objectives).
 To allow production or employment improvements within the range of 

existing water pressures.
 No clue.

2

3. Overall conclusion: uneven results of the assessment…

… is the assessment methodology to blame for?

(Not to be self-complaisant we preferred to think… yes, it might be the case…)
> Implications for the Assessment Framework review. 

•However, it does not seem to be the case.

> How may apparently undesired results from assessments be explained?

> Usual suspects
(nice excuses… since command-and-control 
alternatives also face some of these 
constraints, if not all): lack of data, no proper 
information systems, and competing 
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narratives for observed outcomes.

> The assessment of EPIs should not conclude that nothing can be said because 
there’s no good info!!!
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4. Our actual findings (1)

… some of them linked to the fact that we used innovative approaches (i.e. modern 
water policy framework) to assess ex-post “old” EPI implementation experiences > 
environmental outcomes were therefore as expected. 

> EPI-WATER was born precisely to draw lessons on that (i.e. ex-post 
assessment…) and to inform policy-making on how to do things better via more 

innovative approaches.
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5. Our actual findings (2)

> Alternative 1 > The environmental outcome was not intended > 
environmental concerns as an alibi.

Th l l f i t l t t i i ti t l t d EPI (• The real role of environmental targets in existing water-related EPIs (more 
presumed rather than observed facts). A bit of wishful thinking (i.e. Hungary). Was 
there really an environmental objective?

• The trade-off with other objectives (e.g. developmental and revenue raising): 
hydropower case studies (Germany, Italy, Switzerland).

• Financial instruments (revenue raising, cost recovery) versus EPIs 
(incentives for behavioural change): German water abstraction charge.
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6. Our actual findings (3)

> Alternative 2 > The environmental outcome was intended but the EPI 
has not delivered as much as it was expected (because of a wrong delivery 
mechanism): flat rate vs. marginal price, moral hazard, no monitoring and 
enforcement too low prices too inelastic demand etcenforcement, too low prices, too inelastic demand, etc.   

• Are we asking too much? Do we have good counterfactuals to assess 
environmental outcomes?

• EPIs never implemented in isolation (bear the policy mix in mind). How much is 
actually due to the EPI? (i.e. false negative: water consumption reduced as a 
result of the economic downturn; false positive: increase in hydropower output or 
cropland). 
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Thanks!

The research leading to these results has received funding from 
the European Community’s Seventh Framework Programme (FP7/2007-2013) / grant agreement n° 265213 –
Project EPI-WATER  “Evaluating Economic Policy Instrument for Sustainable Water Management in Europe”.


