
1 1

Economic issues 
(cross case(cross- case 
study overview)

ECOLOGIC
Berlin, 26 January 2012

Davide Viaggi
University of Bologna

Evaluating Economic Policy Instruments for 
Sustainable Water Management in Europe

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”.

1. Session III: How Do EPIs Perform? 
Key Results of the Ex-Post Assessment

• 14.15-14.35 Economic issues (cross- case study 
overview) ( presented by D. Viaggi, UNIBO)

• 14 35 14 50 Distributional issues (cross case study• 14.35-14.50 Distributional issues (cross- case study 
overview) (presented by C. Viavattene, MU)

• 14.50-15.10  CS9 - Voluntary intersectorial water 
transfer -Llobregat River Basin Economic and 
distributional issues (presented by M. Molinos Senante, 
UVEG) 
15 10 15 30 CS25 Great Miami River Watershed Water
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• 15.10-15.30 CS25 - Great Miami River Watershed Water 
Quality Credit Trading Program- Economic and 
distributional issues (presented by Mark S. Kieser, ….)

• 15.30-16.30 Discussion (animated by D: Viaggi and C. 
Viavattene)
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2. Outline

Key questions
Data gaps
Other limitations
ResultsResults
Discussion & conclusions
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3. Assessment questions

• Cost-benefit analysis: Was this EPI compared with other alternatives? If so, was the chosen one 
the least-cost alternative? Does it have disproportionate costs? Was a cost-benefit analysis 
performed?

• Economic efficiency: Was there a command-and-control mechanism in place? Did the EPI, when 
compared to that regulatory alternative, make a clear contribution to increase economic 
efficiency?

• Cost-effectiveness: Was there a cost-effectiveness analysis to choose and design the EPI? WasCost effectiveness: Was there a cost effectiveness analysis to choose and design the EPI? Was 
the EPI a least-cost alternative?

• Cost savings: When comparing the EPI to previous policy instruments in place, did the EPI 
implementation lead to specific cost savings for water users? And for the economy as a whole? 
Did the EPI deliver additional benefits as well as cost reductions?

• Distributional effects: Who were the winners and losers of the implementation of the EPI? Who 
incurred costs for the EPI implementation? Describe these costs.

• Risk reduction: Did the EPI contribute to reducing risk when compared with the best command-
and-control alternative?

• Cost recovery: Did the EPI contribute to the recovery of costs of water services provided to the 
economy? What was the final use of revenues (i e tax revenue auctioning proceeds from
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economy? What was the final use of revenues (i.e. tax revenue, auctioning proceeds from 
tradable allowances) raised through the implementation of the EPI? Were they earmarked?

• Right incentives: Did the EPI provide the right incentives? (Please, define what “right” is for you in 
the case study).

• Asymmetric information: Was there any evidence of asymmetric information (moral hazard, 
adverse selection)?
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4. Data gaps

• Few CBA/comparative analysis of policy alternatives
• Information mostly available

• Financial costs
• Receipts• Receipts

• Information mostly unavailable
• Environmental effects (inv. benefits/cost)
• Opportunity costs
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5. Other limitations

• Mixed instruments
• Building a counterfactual
• Robustness and interpretation

• Main difficulties for:
• Overall efficiency assessment
• Risk
• Asymmetric information
• Incentives
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6. Results by thematic area

• Water quality (diffuse pollution): generally cost-effective; 
revenue generation is a strength but may distort

• Water quality (point source pollution): bad results are 
reported in some cases (institutional weakness p (
issues??); revenue generation is a strength but may 
distort

• Water quantity (combined agriculture, industry and 
urban areas, and industry and urban areas): 
generalization is difficult due to very heterogeneous 
instruments (fees, reuse, metering etc.); risk 
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( g )
considerations are very important (connections with 
water-scarce areas); metering is a key and effective step

• Hydromorphology (Hydropower): voluntary instruments 
prevail, working through the creation of win-win-
situations.

7. Results by type of EPI

• Subsidies and voluntary instruments (often coming from 
negotiated solutions): often tend to receive a very good 
evaluation (win-win solutions).

• Taxes: varied judgments in term of effectiveness and j g
cost effectiveness; revenue-raising features has tended 
to prevail; collected money earmarked or not.

• Trade-related instruments: good evaluation (at least in 
their ability to achieve their primary objectives); however 
efficiency vs. distribution trade-offs.
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• Regulation: used as  the counterfactual/ alternative 
instrument; its main advantage is recognized to be the 
ability to guarantee effectiveness (or “certainty” of the 
results); however opportunity costs are rarely 
considered in the evaluation.
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8. Key questions for discussion

• What can we conclude about the EPI performance?
• What can we conclude about the assessment 

framework?
• How do the EPI performance relates to EPI/type andHow do the EPI performance relates to EPI/type and 

design?
• How do the economic and distributional critera connect 

to each other and with the other assessment criteria?
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Thanks!
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