Session description

	Session reference number (for example 1.1.1)
	5.1.3

	Media-friendly title (suggested by the co-organizers)
	Session 3:  Financial Resources: Optimizing use of public budgets

	Working title
	Session 3:  Financial Resources: Optimizing use of public budgets

	Duration
	2 hours

	Key question
	See below

	Media-friendly session summary (3-5 sentences)
	5.1.3 Making Money Flow Uphill: Towards greater financial flows for water? The need for finance in the water sector is potentially limitless. However, absorption capacity and willingness of investors is certainly limited. Therefore, realistic goals must be set. Can integration and optimization of financial flows close the finance gap for water? What financial strategies can increase financial flows to the water sector?

	Session description (approximately 2 paragraphs)
	Broader Issue & Context 

(From the original scoping paper): 

The ultimate sources of finance are limited to user charges, tax-payers (budgetary resources) and international solidarity. Credible and sustainable financing strategies would identify realistic cost recovery levels and realistic subsidy flows.
(Additions): 

Public and private lenders or investors can only provide funding if user payments and public subsidies are secure enough to guarantee the reimbursement of their temporary provision of cash. This session is about public budget contribution to funding the WSS sector.

In many countries the national budget contributes significantly to the funding of the WSS sector either directly or indirectly through subsidies to local utilities or local users. However, this contribution may decrease over time or may not be predictable enough to allow for local utilities to invest in developing the water infrastructure.  Budget allocations may also be partly wasted through sub-optimum use or, in some cases, not completely spent.

Optimising use and predictability of public budgets facilitates the securing of budget allocations, the willingness to pay by users and complementary borrowings by utilities.  

Key questions
· How to ensure that WSS receives an appropriate allocation of the national budget? What are the bottlenecks? How have participants overcome them? 

· What are the best uses of national budgets to help local authorities to develop access to water/sanitation in decentralised countries? Conditioned or performance-related subsidies to authorities or to service provider? Stable renewable annual allocations? Subsidies to the very poor? Organising financial intermediaries that allow mutualising borrowing capacities and reducing financial costs? etc

· How can public budgets (national & local) be used to enhance the borrowing capacity of local utilities (link with session2)?

· Which type of permanent subsidy mechanism (from national to local or from municipality to utility) is predictable enough to secure the instalments of a new long-term borrowing by a water utility?

· When the Minister of Finance limits borrowings by local governments, how can he make sure that enough is borrowed for WSS projects and that central control mechanisms do not slow down or restrict excessively WSS investments?



	Confirmed convening organization(s) and contact information
	Organisers

Session: 
European Investment Bank (EIB)

 

Contact: J.FRADE, N. SHAH, E-mail: n.shah@eib.org, 
                        Tel: 00 352 4379 82723

Topic:

AquaFed

	Other associated organisations
	

	Session outline and time allocation
	Format

· Chair: 

· Rapporteur:

· 5mn Introduction

· 40mn Setting the debate – Short presentations of cases
Representatives of operators and public authorities in a panel tell their own story (5mn each). This story illustrates the questions or potential answers 

Central authorities: 

· Water Minister of Colombia: Mixing national and local funds to address all WSS needs

· Water Minister of South Africa: Using national budget to stimulate WSS programs at municipal level 

· Public Finance expert (Torkelson or USAID or India or Philippines): The leverage effect of state revolving funds

Local governments and service providers:

· Turkish city of intermediary size: name & topic to be identified

· Mayor having considered or mixed several options - to be identified

· Ugandan Operator in small cities: difficulty to secure budget transfers from national to local through intermediary bodies

Agencies

World Bank or government to present the results of an OBA case

· 20mn Panel with the presenters (+ others?) 

Panellists provide their answers to the above-mentioned questions

Tentative potential additional list

· X (irrigation in Turkey)

· 50mn
Debate of the panel with the floor

· 5mn   Conclusions – answers to be retained

Total: 120mn



	Contributions received that will be included in the session (with a word or two about how they are included)
	none

	Missing stakeholders
	

	Expected outcomes, impacts and follow-up linkages with events and initiatives after the Forum
	Possible recommendations / best practices / ways forward

· The outcome could be that workable solutions exist: BUT, that to address e.g. ageing infrastructure, or large populations of unserved people; solutions will not come from lenders or private investors alone: ultimately, the money is due to come from users, taxpayers and solidarity.

· National budgets should aim at optimising the funding of the whole WSS sector by all kinds of financing flows, including through creating financial mechanisms that facilitate reimbursement capacities of local utilities and through targeted subsidies that allow for significant contribution by other users.

· Ring-fencing is very helpful to make water utilities creditworthy when their local government is not.




