D 16 - Final List of Criteria for the Development of

the Guideline Document
Final List of Criteria for the Development of practical Guidelines

Authors Max Grinig and Ingo Brauer
Date April 2008

aqua,,money






Contact information AquaMoney Partners

vrije Universiteit amsterdam

peco

Institute for Environmental Studies (IVM),
Vrije Universiteit Amsterdam

De Boelelaan 1087, 1081 HV Amsterdam
THE NETHERLAMNDS

Institute for International and European
Environmental Policy (Ecologic)

Plalzburger Strasse 43 /44, D - 10717 Berlin
GERMANY

Department of Systems Ecology and Sustainability
University of Bucharest (UNIBUC)

Spl. Independentei 91-25,

Pastal Code: 050095 Sector 5, Bucharest
ROMANIA

Norwegian University of Life Sciences (UMB)
Department of Economics and Resource Management
P.O. Box 5003, N-1432 Aas

NORWAY

Institute for Water and Environmental Engineering,
Universidad Politecnica de Valencia [UPVLC)
Caminc de Vera s/n, 46022 - Valencia

SPAIN

Bureau de Recherches Géologiques et Miniéres (BRGM)
Direction de la Recherche

3, Av. Claude-Guillemin

BP 36009 45060 Crléans, cedex 2

FRANCE

University of the Aegean (AEGEAN)
Faculty of Environment

University Hill 81 100 Mytilini
GREECE

Research Institute for Soil Science and Agricultural
Chemistry [RISSAC),

Hungarian Academy of Sciences

Herman O. street 15. 1022 Budapest

HUNGARY

NnA!L

1B drares

CORVINUS

[reere——

School of Environmental Sciences
University of East Anglia (UEA)
Norwich NR4 7T]

UMNITED KINGDOM

Center for Environmental Policy (AAPC)
A. Juozapaviciaus 6/2, Vilius 09310
LITHUANIA

Flemish Institute for Technological Research [VITO)
Boeretang 200, B-2400 Mol
BELGIUM

Department of Agricultural Economics and Engineering
[DEIAGRA)

Faculty of Agriculture

University of Bologna,

Viale Fanin, 50, 40127 Bologna

[TALY

Norwegian Institute for Water Research (NIVA|
Brekkeveien 19, 0411 Cslo
NORWAY

Royal Veterinary and Agricultural University (RVAU)
Food and Resource Economics Institute

Rolighedsvej 25, 1958 Frederiksberg C

DENMARK

Institute for Advanced Studies Carinthia (IHSK)
Domgasse 3, 2020 Klagenfurt
AUSTRIA

Corvinus University of Budapest (CUB)
Fovam tér 8., 1093 Budapest
HUNGARY

European Commission
DG Research
Unit 1.2 - ‘Environmental Technologies and

Pollution Prevention’

aqua,,money



Colophon

SIXTH FRAMEWORK PROGRAMME

This report is part of the EU funded project AquaMoney, Development and Testing of Practical Guidelines
for the Assessment of Environmental and Resource Costs and Benefits in the WFD, Contract n° SSPI-
022723.

General

Deliverable D 16

Deadline

Complete reference Final List of Criteria for the Development of practical Guidelines, including Motivation for the different
criteria and examples of current practice in the Member States.

Status Author(s) Date Comments Date

Approved / Released Max Grinig 30 April 2008
Ingo Brauer

Reviewed by Roy Brouwer

Pending for Review

Second draft

First draft for Comments

Under Preparation

Confidentiality
Public

Restricted to other programme participants (including the Commission Service)

Restricted to a group specified by the consortium (including the Advisory Board) X

Confidential, only for members of the consortium

Accessibility

Workspace X

Internet

Paper

Copyright © 2008
All rights reserved. No part of this publication may be reproduced, stored in a retrieval system or transmitted in any form or by any
means, electronic, mechanical, photocopying, recording or otherwise without the prior written permission of the copyright holder.







AguaMoney

Content

1. Introduction

. Target audience

3. Recommended Criteria
3.1Need for guidance on economic aspects
3.2Qualities of guidance (stile and thematic topics to be covered)
3.3Features
3.4Types of economic information
3.5Relevance of economic valuation

4. Summary

5. Annex
5.1DG Environment’s expectations
5.2Scope
5.3Approach
5.4Style

N

GTOT 1T O1TOT B BDWWWNMN










D 16 - Final List of Criteria for the Development of the Guideline Document

1. Introduction

This document recommends final criteria for the guidance documents to be produced in the AquaMoney
project, building upon the previous draft (D15). The final list of criteria is based on an assessment of the
policy maker demand for an integration of economic information in the implementation of the EU Water
Framework Directive (D14). D14 was circulated for comments from the project team. However, no changes
were suggested or requested. Thus, the final deliverable resembles largely the draft. The assessment of policy
maker demand was carried out as an input into the development of the AquaMoney guidelines (D21 and
D23), which are to be used for the valuation of environmental and resource costs that arise through the
implementation of the Water Framework Directive (WFD). Based on this assessment, a list of criteria has
been developed that translates the findings into requirements for the guidelines. Additionally, input from the
Advisory Board referring to the content of the guidelines as documented in the minutes of the AquaMoney
project meetings can be found in the Annex.

In the vast majority of Member States, work has started on the assessment of environmental and resource
costs. Awareness of the issue is generally high. However, the work conducted is often still in an early stage,
where the conceptual groundwork is being laid, but no definite decisions have yet been made. A more in-
depth assessment of environmental and resource costs is to be expected for the second river basin
management plan due in 2015. Thus, there is a continued need for pragmatic, hands-on and yet scientifically
solid guidance material, which is also reflected in the responses received.

In order to be useful, guidance material needs to be

e targeted to the audience that will be using it;

e addressing all issues that policy makers deem necessary;

o reflective of the phase in which the policy making is, and the structure of the decision situation (i.e. is the
decision problem well structured or unstructured, is there consensus on aims, norms and values or does
this consensus need to be established first);

o specific for the policy decision at hand, without being prescriptive, especially not on issues that are
decided politically.

2. Target audience

For some part, the institutional responsibilities of dealing with economic elements of the WFD have not
been decided, especially regarding the assessment of disproportionate costs. Generally, where
responsibilities have been decided, an important role is foreseen for the central government. In terms of
institutional responsibilities, there are only a few, small differences between cost recovery and
disproportionate cost issues.

Many countries concentrated their activities regarding WFD and economic valuation within one
department of the central government (6 out of 15 countries only delivered one questionnaire filled in by the
central authority of WFD-related issues), or delivered a questionnaire that was accorded by several
departments of the central government.

The survey identified the following institutions as future responsible entities for dealing with ERCB in the
MS (individual responses, page 11): national-level institutions, followed by regional-level institutions, then
local-level institutions and finally contractors

Furthermore, cost recovery is mainly a topic for (country aggregates, page 13) a centralised agency with
economic expertise, followed by consultants with economic expertise.

Similarly, disproportionate costs are dealt with by (country aggregates, page 14) a centralised agency with
economic expertise and to a lesser degree by local-level staff without economic expertise.
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Thus the guidance shall in the first place address national- and regional-level institutions, centralised
agencies with economic expertise, consultants with economic expertise and local-level staff without
economic expertise. This implies that the guidance will have to be readable for both economically trained
and untrained personnel. Another related issue is the relative scarcity of economically trained and WFD-
experienced personnel in the New Member States.

To conclude - how can it be ensured that the guidance effectively targets these groups? Essentially a layman
wording should be used, the use of economic terms has to be kept to a minimum and, where inevitable,
these terms have to be introduced and defined. The fact that both local-level and national-level institutions
will be involved in the implementation of economic analysis entails that the degree of abstraction, when
dealing with the issues at hand, has to be minimised in order for the language to be understandable to
laymen.

3. Recommended Criteria

Based on the Assessment of Policy Maker Demand (later on PMD), expectations regarding the properties of
a future guidance can be mapped as following:

3.1 Need for guidance on economic aspects

According to the respondents, the aspects where guidance is most urgently required are essentially the ‘bread
and butter’ of implementing the economic elements of the WFD, i.e. how to define environmental and
resource costs and, how to calculate cost recovery levels for environmental and resource costs; how to
define disproportionate costs in the context of exemptions, and how to assess disproportionality. Another
procedural aspect where guidance was requested is the process of screening and prioritisation, i.e.
targeting efforts where they are most effective. Consequently, these features shall ideally be covered in the
guidance.

On the other hand, respondents dismissed as “not needed” options such as (page 21): ‘assessing the size of
the population affected by WFD measures’, ‘communicating results of valuation studies,  ‘commissioning
monetary valuation studies’, ‘communicating disproportionality of costs‘ or ‘estimating cost-recovery of
water services’. It follows that these topics should best be left unaddressed in the guidance.

However, individual respondents suggested giving further guidance on:

. How to define environmental and resource benefits (rather than environmental and resource
costs)

. How to perform cost-benefit analyses

. How to use qualitative and quantitative information objectively in order to make consistent
decisions in the absence of monetary data

. How to take distribution effects into account.

. How to take affordability (household, sector, societal etc.) into account

or
. Formulate baseline scenarios to which users can relate;
. Present a comparison of various valuation methods in one case study to show whether values are

within the same range. Policy makers may be reluctant to certain types of valuation studies, but
could perhaps be convinced by such evidence;

. Develop other methods than cost benefit analyses to support the decision on exemptions;
. Offer practical guidance on assessing and communicating benefits without monetary valuation;
. Build up a database on transfer values.

Additionally, it was suggested to include a European guidance on the holistic benefits of aquatic habitats,
including both recreational and biodiversity values. (page 23)
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As these wishes were expressed only by individual respondents, it can not be concluded that the majority of
policy makers would in fact welcome such extensions of the guidance. Still, the above lists can be seen as
suggestions for possible additions to the guidance.

Further suggestions regarding the content came from the Alsace workshop and the AC meeting:

Good balance between cost recovery and disproportionate cost issues needs to be achieved (AC meeting)
Information on advantages and drawbacks of valuation methods (AC meeting)

Choice between different valuation methods (AC meeting)

Distinguishing between nice-to-haves and need-to haves (AC meeting)

Ecological quality as well as morphology — not only water quality (AC comment)

Informative, not prescriptive (Alsace workshop 05/07)

Role of valuation studies in capturing / describing the benefits of the WFD for human uses — even if
these are not monetised (Alsace workshop 05/07)

e Interim results released in time (CBA WFD workshop 11/06)

3.2 Quialities of guidance (stile and thematic topics to be covered)

When asked to choose between mutually exclusive properties, respondents valued highest (individual
responses, page 23): that the guidance be build in a modular way (against an integrated approach), followed
by the wish for a pragmatic guidance (against one rooted in solid science), the need for a guidance that is
specific as to which policy decision it regards (against a general validity) and lastly a comprehensive
guidance (against a brief one).

If compiled into a weighted ranking (see page 24), then the following list of priorities emerges:

In terms of the qualities of guidance, it should above all be pragmatic in its approach. In addition, it should
be comprehensive and built up in a modular way so that the needed information can be easily retrieved.
Finally, guidance should be specifically targeted at the actual decisions that need to be taken in the WFD
implementation.

The resulting guidance material needs to be modular, such that specific problems are addressed following
closely the structure of the WFD and related issues: ERCB, disproportionate costs and more [and so on?]. It
shall not result in a general work on environmental economics. Rather, issues such as water scarcity, water
quality and watercourse restoration shall be dealt with in extensive case studies building the basis for future
implementers to scoop from.

3.3 Features

As regards the features that guidance should have, the two elements that are above all rated as useful are
practical explanations of valuation methods and illustrative case studies. Further features that are also
considered as helpful are ‘do’s and don’ts’ and information on data sources. At the same time, references
to the academic discourse on valuation, frequently asked questions and basic information on economic
methods and their theoretical background are clearly not considered (as) necessary.

Thus, the guidance material should rather include ‘hands on’ advice and extensive case studies than elaborate
on methodological issues. The guiding theme can be described as ‘keep it simple’.

3.4 Types of economic information

The respondents were also asked to report on their current or expected future use of (economic) information
in order to cover the different economic aspects of the WFD. Although this question deals with the actual use
of economic information and does not assess the policy maker demand itself, i.e. policy maker expectations,
the findings can be helpful information when adapting the content of the guidance materials. Ideally, the
guidance should employ the same type of information basis that will be used in most Member States.
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It follows from the analysis that non monetary, quantitative data will be the main source of information.
Qualitative information, although frequently used, generally does not constitute the main source of
information. A broad range of indirect valuation methods, such as standard valuation, benefit transfer and
original valuation, are of intermediate importance and will be used in the different WFD-related decisions.
Moreover, there is a tendency to resort to simplified forms of economic information, such as standard
values, benefit transfer or non-monetary quantitative information. Economic modelling generally plays a
lesser role, except when selecting cost-effective measures. The relevance of original valuation studies is
generally low. Strikingly, they are seen as most relevant for the selection of cost-effective measures, and
lowest for the assessment of disproportionate costs — which is contrary to what could have been expected. At
the same time, there are only few Member States that do not intend to use economic valuation methods at all.

Although there is a tendency to use non-monetary data, there is an emerging willingness to include economic
information as long as it is easy to generate, such as standard values or benefit transfer approaches.
Consequently, it is crucial to include both a list and review of existing valuation results in the guidelines.

35 Relevance of economic valuation

Asked about the relevance of economic valuation for decision making, most respondents consider them as
relevant, if not essential, for decision making. Yet, in the context of the Water Framework Directive,
economic valuation is considered mostly relevant in the middle stages of decision making, and
particularly so for the communication of a decision to stakeholders and for choosing an option. However,
few respondents saw economic valuation as relevant in the early or the late stages of decision making.
Regarding the attitudes towards economic valuation methods, the picture that emerges is that the
respondents are generally in favour of using such methods, and see them as a valuable addition for decision
making related to the WFD. The main qualification that is made by some respondents is that practical
limitations, and in particular budgetary limits, may limit the use and usefulness of economic valuation
methods.

Thus, it is one of the challenges of the guidance material to encourage the extended use of economic
valuation by offering easy-to-use tool Kits.

4. Summary

Although a number of issues have been mentioned under each of the headings, it is necessary to single out
the most relevant key messages. The main findings of the report show that the guidance shall:

* use simple wording;

* be modular in set-up;

« cover both the use of non-monetary information and of easily accessible economic data;

* encourage the use of economic valuation.

These recommendations reflect both the necessities and the expressed expectations by policy makers, but
have no validity beyond the scope of the AquaMoney project.
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5. Annex

Members of the Advisory Board commented on the purpose and design of the guidelines at the meetings in
Budapest (second Advisory Board Meeting) and Valencia (fifth Project Meeting). These additional
comments start with Directorate-General Environment’s general expectations regarding the AquaMoney
project and its guidelines, followed by a summary of more specific comments on aspects of the guidelines.

5.1 DG Environment’s expectations

DG ENV is highly interested in the research results for the implementation of the WFD and has clear
expectations regarding the outcomes. However, these results appear to mostly be of relevance for the
second river basin management plan (RBMP). Still, that should not be counted as an excuse for an
economically insufficiently underpinned first RBMP. There is a substantial need for providing guidance on
the assessment of total economic value (TEV), but also on other economic aspects of the WFD, such
as the implementation of article 9, although these may not be the focus of AquaMoney itself, hence possibly
addressed in an annex chapter.

DG ENV suggests that the guidelines be as complete as possible. A redefinition of terms that have already
been defined on a European scale — such as water services — was discouraged.

5.2 Scope

There exists a lot of demand for more general guidance on the economic analysis in the WFD. The
AqguaMoney guidelines will therefore also refer to existing introductory guidelines for economic valuation of
environmental and resource costs and benefits (such an overview is already available), and focus on the main
methodological issues in water resource valuation across EU Member States not addressed before in existing
guidelines and manuals.

Furthermore, it was proposed to include an indication on the costs of carrying out the different analysis
performed in AquaMoney. Even a benchmark to assess whether carrying out a study could be beneficial or
not was suggested.

Also, a section detailing the necessary economic knowledge to deal with WFD requirements would be
beneficial.

Some member of the Board called for a European summary guideline, collecting the entire previous
guidance on water valuation.

5.3 Approach

Some argued that the guidance would be rather technical, although it was very important for policy makers
to fully understand issues and limitations of transferability, meaning that the language should be easy to
understand. Especially, it would be a welcome feat to include indicators that warn policy makers from
using value transfer when it is not appropriate. Standards for assessing how similar sites would have to be in
order to allow benefit transfer would also be helpful. Prescriptive elements should thus be part of the
guidelines.

The guidelines should anticipate that a substantial fraction of stakeholders opposes economic valuation
techniques and therefore dedicate some space top countering these objections.

54 Style

An “easy read” section with pictures and graphs illustrating the content would be highly welcomed.
Moreover, the entire guidelines should be accessible for non-economists, give a step-by-step guidance and
promote the use of economic tools in decision making.




