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Introduction
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Building on the recommendations from the
previous OECD report Water Resources
Governance in Brazil (2015), the OECD and the
Brazilian National Water Agency (ANA) carried out
a policy dialogue to discuss how water charges
could contribute to sustainable and inclusive
growth in Brazil, and to identify which framework
conditions would be needed to effectively
operationalise them.

The 2014 water scarcity crisis in Brazil
provided a unique momentum for change. Fierce
competition across users opened up a window of
opportunity to consider the use of water charges
as a resource management tool to transition from
water crisis management to water risk
management.

As a longstanding advocate of the Polluter-
Pays and User-Pays principles, the OECD argues
that economic instruments can play an important
role for effective and efficient water resources
management when designed and governed
adequately, and when combined with other
policy instruments.

The report argues that:

 Water charges are a means to an end: by
promoting more efficient water use and
prevent and control pollution, they can help
prevent water risks from becoming barriers to
Brazil’s sustainable growth now and in the
future. Effective planning and expenditure
management are key to ensure that revenues
from water charges can contribute to improve
water management in the basin in a tangible
way for users.

• Water charges cannot solve the magnitude of
the challenge on their own, and should be
combined with regulatory, monitoring and
enforcement instruments and with other
sectorial policies. This means, for instance, to
avoid conflicts with agricultural, industry and
energy policies and rather provide incentives
for users to control water availability, quality
and demand.

 A pragmatic approach should be used when
setting and governing water charges: water
charges do not need to be universal to be fair
and equitable. In practice, a very large
proportion of water is used by a small group of
water users. Similarly, a few water users
generate a large share of polluted effluents.
Transaction costs to cover smaller users or
polluters can be high compared to the benefits
in terms of water resources management and
revenues raised. Hence, to minimise
transaction costs, water charges should be
targeted to large users and heavy polluters, at
least at an early stage.
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Water charges require a place-based approach depending on states
and basins’ exposure to water-related risks

The water charge (cobrança) is a price for the use
of a common-pool resource, set by basin committees
in a participative manner involving water users, civil
society, and public authorities.

The process for setting and operating water
charges at federal and state level is similar across the
country: the river basin committees (interstate or
within states) submit the charge for approval to the
federal (Conselho Nacional de Recursos Hídricos,
CNRH) or state (Conselhos Estaduais de Recursos
Hídricos, CEHRs) water resources councils. National
(Agência Nacional de Águas, ANA) or state agencies
(e.g. executive bodies of State Secretariats for the
Environment) are in charge of billing and collection,

and delegated water agencies (in the form of private
organisations, associations, foundations, consortia)
manage revenues, which are spent in the basins
according to the actions foreseen in the river basin
plans.

Water charges require a place-based approach
depending on states and basins’ exposure to water-
related risks. However, irrespective of water risks,
they represent a source of revenue to cover costs of
management and monitor the effects of
anthropogenic activities on water resources quality
and quantity.

The water charge implementation cycle

Water charges in Brazil: The state of play

Notes: State Water Resources Council, Conselho Estadual de Recursos Hídricos – CERHs; National Water Resources Council, Conselho Nacional 
de Recursos Hídricos – CNRH; National Water Agency, Agência Nacional de Águas - ANA; River Basin Committees, Comitê de Bacia Hidrográfica -
CBHs.
Source: Authors’ elaboration
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Clustering interstate and state river basin vis-à-vis their experiences
with water charges

Water charges are applied in six interstate river
basins and six states in Brazil. The hydrological
complexity of the area in which water charges are
applied and the institutional framework in place

affect the technical and political choice of
implementing them.

Timeline of water charges implementation 

Source: Authors’ elaboration

At federal level, water charges have been
instituted in the Paraíba do Sul River basin (since
2003), the most important source of water for the
State of Rio de Janeiro; the Piracicaba, Capivari and
Jundiaí (PCJ) River basin (since 2006), which supplies
the metropolitan region of São Paulo through the
Cantareira System, as well as the municipalities of
the Piracicaba river basin, located downstream of
the Cantareira System itself; the São Francisco River
basin (since 2010), which covers seven states with
contrasted hydrological, demographic and economic
features; the Doce River basin (since 2011), located
in the region with the largest complex of steel
production in Latin America; finally, water charges
were implemented in the Paranaíba and Verde
Grande River basins in 2017.

At state level, water charges are applied in six
states: the State of Ceará was the first one to
implement water charges in 1996 and today water
charges are implemented in the all management

units. Revenues have been used to recover the costs
of operation, maintenance and administration of
water infrastructure. Rio de Janeiro was one of the
pioneering states in issuing water permits and
charges. Water charges have been implemented by
law since 2004 in all management units. The State of
São Paulo endorsed a specific law providing for
water charges. Implementation began in 2007 and
now concerns 9 out of 22 management units. In the
State of Minas Gerais, water charges started in 2010
and they are currently established in 12 out of 36
management units. In the State of Paraná, water
charges started in 2013 in one of the 11
management units. The State of Paraíba started
operating water charges in 2015 in the management
units of Litoral Norte, Paraíba e Litoral Sul, not
included in the Piancó Piranhas Acu River Basin, in
which discussions about water charges have just
started .
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River basins at federal and state levels have
different experience vis-à-vis water charges in Brazil.
However, some common features do exist despite
different levels of maturity in institutional
frameworks. Interstate river basin committees and

states in which charges are implemented can be
clustered into the following tentative categories:
“pioneers”, “followers”, “inspirational”,
“newcomers” and “aspirants”.

Cluster
Interstate RB

Water charges applied for 
water under federal domain

States
Water charges applied for water 

under state domain

Pioneers Paraíba do Sul; Piracicaba, 
Capivari, Jundiaí

Rio de Janeiro First experiences in the country and 
helped fill in some important legislative 
and operational gaps

Inspirational Ceará

Longstanding experience and 
sophisticated centralised institutional 
framework for water charges, where 
river basin committees have less 
deliberative functions than in other 
states. It is a model for other states, 
although conceptually different and 
difficult to replicate.

Followers São Francisco
São Paulo

Minas Gerais

Implementationof water charges in 
very complex systems in which the 
double jurisdiction over state and 
federal rivers is particularly important 
and poses some questions in terms of 
managing water charges

Newcomers
Doce

Paranaíba 
Verde Grande

Parana
Paraíba

Recently started implementing water 
charges

Aspirants Piancó-Piranhas-Açu Rio Grande do Norte
Discussions for implementing water 
charges in the future are currently 
taking place

Tentative clusters

Source: Authors’ elaboration

Water charges at federal and state level

Source: ANA (2017), “Cobrança pelo Uso de Recursos Hídricos no Brasil”, 
http://arquivos.ana.gov.br/institucional/sag/CobrancaUso/Cobranca/CobrancaPeloUsodeRecursosHidricosnoBrasil.pdf.

http://arquivos.ana.gov.br/institucional/sag/CobrancaUso/Cobranca/CobrancaPeloUsodeRecursosHidricosnoBrasil.pdf


Where they exist, water charges in Brazil are
established at levels that are too low to drive
behavioural change of most users (hydropower
generators, industries, farmers, and utilities)
and to finance water resources management
functions.

A well-designed water charge is one that
bites; for example, it is a charge that effectively
affects the competitiveness of a corporation,
or its capacity to make profit; this is the very
rationale of using an economic instrument to
drive behaviour.

The average rates currently in use by
interstate river basins are BRL 0.02/m³ for
water abstraction, BRL 0.02/m³ for water
consumption and BRL 0.11/ kg BOD for
discharge of organic loads. These rates are not
automatically adjusted for inflation. After the
initiation of water charges in Brazil (Paraíba do
Sul River basin, 2003), unit prices have basically
remained at the same levels and were adopted
for the Piracicaba, Capivari, Jundiaí (PCJ) (from
2006) and for the São Francisco River basins
(from 2010). In the Doce River basin (from late

2011), slightly higher prices were adopted.

Until 2016, about BRL 548 million were
raised by charging for the use of water
resources under federal domain and around
BRL 1.5 billion under state domain. At federal
level, these revenues are able to cover about
10-15% of the financing need to implement
actions foreseen in water resources plans, such
as studies, projects or construction works. As a
consequence, additional financial resources are
needed to fill financing gaps (ANA, 2016).

It is estimated that at federal level, 5% of
users charged (large users) contributed 92% of
the total charged. This scenario is similar to
other countries (e.g. France), where focusing
on big users allows to reduce transaction costs
for collection, monitoring and enforcement of
small users activities. In most cases, the gap
between the amount collected and charged
was below 10%.

6

Charging insufficiently for water can be more costly in terms of growth
and impacts on individual users than having charges that “bite”

Total amount charged and collected in interstate river basins and states
BRL million; from the first year of implementation in each basin* to 2016 

Notes: Water charges starting date: Ceará, November 1996; São Paulo, January 2007; Rio de Janeiro, January 2004; PCJ,
January 2006; Minas Gerais, March 2010; Paraíba do Sul (excluding Guandu major diversion project), March 2003; São
Francisco, July 2011; Doce, November 2011; Paraná, September 2013; Paraíba, January 2015.
Source: ANA (2017), “Valores Cobrados e Arrecadados”, 
www2.ana.gov.br/Paginas/servicos/cobrancaearrecadacao/cobrancaearrecadacao.aspx (accessed August 2017).



7

Ways forward for water charges to deliver 

A well-designed water charge drives the behaviour
of water users: abstraction charges promote water
use efficiency and pollution charges make pollution
costly and promote clean technologies and practices.

In addition, revenues from charges cover the costs
of water management, including infrastructure that
contribute to water quantity and quality
management. Charges should be designed, and set in
reference to, such policy objectives: what is the level
of ambition when it comes to protecting water users
from risks of scarcity, floods or pollution? These
objectives should be set by water resources
management plans, most appropriately at basin level.

Setting the level of an abstraction or pollution
charge such that it covers exactly the cost of the
environmental and opportunity costs is an almost
impossible task for public authorities.

• First, assessing environmental costs implies valuing
the cost of the damage caused by abstraction or
pollution of water on the ecosystem. Some of
these costs may be visible only in the long run (for
instance, the impact on the fish population or
biodiversity) and are difficult to monetise because
several environmental benefits are not currently
priced. However, in a well-monitored, well-
regulated system the use of controls on
abstraction rates and effluent load should ensure
that any impact on ecosystems is prevented.

• Second, measuring some costs faces acute
methodological issues. For instance, diffuse
pollution is difficult to measure independently of
the inputs that produced it; it is also difficult to
attribute to individual polluters; improved water
quality can be difficult to attribute to the uptake of
abatement practices; stock pollutants and historic
pollution both pose problems in terms of who
should pay.

• Finally, measuring the opportunity cost of using
water in a scarce environment requires measuring

the benefit induced by water for all types of use
(agriculture using irrigation water, drinking water
supply, hydropower etc.), with benefits that
commonly vary from one season to another
(opportunity costs are usually higher when rainfall
and runoff are low).

Methodological issues for calculating charges
should not postpone implementation of water charges;
to overcome these difficulties, proxies should be used.
In a n initial phase, proxies are as effective as and more
practical than detailed calculations.

Set water charges that serve clearly stated policy objectives

Economic instruments for water management

• In England and Wales the system of abstraction
charges, is designed to ensure that there is full
cost recovery to fund the water resources
activities of the environmental regulator: that is,
all the hydrometric monitoring (rainfall, river flows
and groundwater levels), hydrological assessment,
hydro-ecological monitoring and assessment,
regulation and enforcement of abstraction
licences, operation of major resources used for
river flow augmentation, and strategic water
resources planning.

• In Spain the water use includes the use of the
public water domain as a whole, including gravel
extraction, water sports facilities, etc. In the
country, the emphasis is on financial cost
recovery, although economic costs are also
considered.

• In Portugal, a water resources tax was set by a law
approved in 2008. The water charging system
goes much beyond water abstraction: it includes
charges for pollution; for occupation of the
surface, beds and margins of water bodies; for the
extraction of sand and gravel from river beds and
margins; and also a compensation for
administrative costs of planning and management
of water resources. The components of the tax
reflect the varied shortage of water resources in
different parts of the territory.
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Build capacities
Technical capacities can be built in two ways:

1. River basin committees and agencies should
gain experience with economic analysis. This is
a requisite to approximate the opportunity
cost of using water, and the cost of pollution,
two items which serve as a basis to set
charges. Economic analysis is also required to
support assessment of the impacts of water
charges on the competitiveness of selected
industries or farmers, or on the budget of
poor households. It is also required to assess
the economic benefit of improved water
resources management in a particular basin
or catchment.

2. States councils and basins committees would
benefit from clear guidelines on how to set
and implement economic instruments. Federal
authorities (the ANA or the CNRH) could
·provide guidance and incentives for setting
water charges and spending related
revenues:for instance lower bounds for
abstraction or pollution charges, list of
pollutants to be controlled and monitored
(mandatory and river-specific), rules for
expenditure spending and publishing of
accounts. Clear guidelines on how to set and
implement economic instruments would be
useful given the large number of stakeholders

involved in river basin governance in Brazil.
The decentralised nature of the system would
however need to be preserved, with river
basin committees then deciding on the
specific modalities for adapting these
guidelines to their context.

International experience provides useful insights 
for better economic appraisal of water charges in 

Brazil:

• In the United Kingdom, the Environment
Agency released a guide in 2013 to assist with
the assessment of benefits for economic
appraisal of measures which affect the water
environment. This can be used for river basin
management planning and other disciplines
where relevant. The main output from using
this guide is a summary statement of the level
of expected benefits compared to costs of
implementing a bundle of measures at specific
geographical scales (in particular, a river basin).

• In Canada, the Canadian Council for Ministers
of the Environment (CCME) released a
guidance document for water valuation in
2010. The document concludes that relevant
water valuation should account for two further
aspects, in addition to practical issues: best
practice in economic analysis, and stakeholder
engagement.

Lessons learnt to assess and manage water charges on competitiveness in Brazil 

• Document competitiveness impacts of water charges. A fine-grained analysis is required to account for 
differences across industries, industrial processes, types of firms, capacities to innovate, etc. At the 
same time, consider the economic benefit of water charges when they accompany the transition of the 
Brazilian economy towards efficient use of water.

• Where appropriate, mitigate competitiveness impacts by supporting the transition of corporates 
towards water-wise practices. The support must be targeted and time-bound. It can be financed by the 
proceeds of water charges.

Lessons learnt to tack affordability issues in Brazil 

• Thoroughly assess the social impact of water charges. While it tends to be overstated, it cannot be 
ignored.

• Use distinct instruments to address affordability and equity issues. Avoid using subsidies which may have 
harmful impacts. OECD experience shows that targeted and accompanying social measures are more 
effective to address vulnerable groups than subsidising the system at large. Complement water charges 
with non-economic instruments (behavioural economics).



Implementing water charges requires a good
understanding of how water is used and valued
by competitive users. Without a solid
knowledge and information base, any
assessment of needs, efficiency and
effectiveness of economic instruments will
remain subjective. However, the availability of
good, accessible data and information on water
varies across Brazilian states, preventing
effective decision-making in terms of who gets
water, where and when, and who pays for
what. It prevents a common understanding of
the state of the water resources, the pressures,
as well as the actions needed to protect and
improve the resource.

Information on water abstraction, return
flows, and pollution loads should be consistent
with the ambition and design of abstraction and
pollution charges. Many countries, including
Brazil, struggle to gather compelling and
accurate information about who abstracts how
much water, where, for what purpose and how
much water is discharged and of what quality.

Targeting payers and minimising transaction
costs and requires a reliable inventory of users
and uses, as well as clear rules for exemption.
This is why a staged approach to the
deployment of water charges is needed in
Brazil, with an initial focus on large water
utilities, manufacturing units in water-intensive
industries, hydropower plants and large farms
growing water-intensive crops.

Information systems across basins, local,
state and federal levels should provide
comprehensive, robust and up-to-date data on
the state and quality of environment and water
resources, including pressures on water
resources. Parts of the revenues from water
charges could be allocated to strengthening the
capacity to monitor water abstraction and
pollution in Brazil. Focus could be set first on
the major users and polluters.

Having access to reliable water use data is a
prerequisite for the economic instruments
(including water charges) to potentially drive
water use efficiency. Reliable data would make
it possible to revise water entitlements so that,
over time, they reflect actual use, thereby

generating some room to reallocate available
water, possibly to new comers, in basins where
water was over-allocated but not over-used.
Monitoring and modelling can help know how
much water is available, who uses it, what the
quality of effluents is and how it affects
environmental sustainability and people’s
health; monitoring and modelling have a role
also in assessing the interaction of charging
policies with the multifactorial developments
that impact on water resources and the related
issues of economic development and welfare.

Enhance the knowledge and information base for water charges

The information systems in  Spain 

In Spain, SIA (National Integrated Water
Information System) aims at collecting information
on water management at a Central Government
level (Ministry of Agriculture, Fisheries and the
Environment) and in a homogenised fashion (on
the basis of common language and protocols). SIA
also promotes public participation and information
use. It contains a database with information on the
institutional and administrative framework, water
management practices, the physical environment,
meteorological data, water status, water uses,
impacts, and infrastructures. SIA interacts with
other national information systems on water: SAIH
(Automatic Hydrological Information System) and
SIAR (Agro-climatic Information System for
Irrigation). SAIH is an information system aimed at
providing data (and graphic and geo-localised
information) in real time for managing floods,
droughts, associated risks, ecological flows (e-
flows), water quality, and additional knowledge.
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Charges are set by river basin committees as
the result of a negotiation (pacto-agreement)
amongst stakeholders..

OECD (2015) highlighted that river basin
committees are endowed with strong deliberative
powers, but have limited implementation
capacity. In many instances, they play an
advocacy role, while in most OECD countries their
role is to build consensus on priorities and
planning to guide decision making.

One of the recommendations (from OECD,
2015) called for strengthening the effectiveness of
basin-level institutions for results-oriented
engagement of stakeholders and full-fledged
implementation of river basin plans.

In the case of water charges, one could
wonder whether or not river basin committees
are the right platforms to set the level of charges
given the vested interest that can proceed from
the most vocal users who will eventually pay the
charge. This consultation capture can be
conducive to defining charges at levels that will
not deliver because they are too low to drive
behavioural change from users (economic
function) and to catalyse the needed funding for
water management (financial function).

The lack of effectiveness of river basin
committees has led to a downgrading in the
representation of the various members.
Municipalities are much less represented and
quasi absent from these deliberative bodies. In
practice, the Interest-Pay-Say principle is applied
in a way that limits the impacts of decisions due
to short term interests. Water charges can
certainly bring new dynamics to river basin
committees, by triggering greater engagement of
water users. However, it seems that keeping the
status quo represents the easiest and less risky
option, making nobody either happy or unhappy.

Experience of OECD countries shows that river
basin committees are best-placed to identify and
try to reconcile diverging interests after thorough
consultation of all those who have a stake in the
outcome at a given scale. However, a realistic
distinction between the role assigned to
stakeholders in the “consultation” and “decision-
making” process needs to be made. There is a
need for an open and documented policy debate
on the effectiveness of current “deliberative”
bodies in water resources management (river
basin committees) and their capacity to be
outcome- and result-driven. Historically, this
conversation has been difficult given the history
of councils created throughout the country in
different policy domains.

River basin committees would gain influence,
credibility and effectiveness in having a
consultative rather than deliberative role in
setting the charges. As underscored above, the
main issue is that river basin committees are run
mainly by water users that ultimately will pay the
charges, and that water charges are agreed
between the users that may have interest in
keeping the status quo (no or low water charges).

A greater devolution of deliberative and
executive powers to water agencies would match
decision-making to capacity and accountability
lines. This does not imply deflating the role of the
national and state water resources councils or
overlooking the role of basin committees. It
would require water agencies to consult with the
“advisory” councils and the committees, and give
thorough explanations when they do not follow
their advice, in order to guarantee transparency
and accountability. Another requisite is that
water agencies be totally neutral and
independent from any vested interests from
water users in order to have such deliberative
roles.

Strengthen the institutional framework for water charges

10



Water charges in several cases are applied and
governed at both state and federal levels.. In
Brazil, the double dominion over state and
federal rivers has consequences on the
implementation of water charges.

One issue concerns the management of water
charges through delegated water agencies, which
in some cases are not foreseen by the state
legislation or they are differently regulated across
state and interstate river basin. Some delegated
water agencies have to deal with both federal
and state authorities and face difficulties in
applying different set of rules, inspections and
more or less stringent regulation.

Due to the double dominion, there may be
different charges in place within a given basin:
one for federal waters and another (if not several
others) for state waters. However, in practice,
although established by different committees and
councils, water charges in Brazil are overall
similar in terms of their values.

Moreover, there are basins where charges
have been applied at federal level, but not yet at
all state levels, as in the case of the São Francisco,
Doce and Paranaíba River basins. This may create
limitations in terms of the financial autonomy of
the water agencies, given the fewer resources
available (ANA, 2016). The issue of scale is
compounded by the fact that different agencies

acting within and across states have different
levels of expertise, capacity, and knowledge. This
severely affects their ability to set appropriate
charges. The ambition should be, for each river
basin, a common level of understanding of the
state of the water resources, the pressures, the
actions needed to protect and improve the
resource, the controls on permits, and how all
these translate into a coherent and consistent
charging regime across the various agencies that
operate within the basin.

Delegated water agencies play a key role in
managing revenues of water charges. Although
their future requires some clarifications in the
legal framework, there may be room for
considering further opportunities to create a
single water agency in big interstate basins to
foster co-ordination across states and federal
governmnet. The creation of actual water
agencies for each basin (not delegated ones) as
well as a single water agency in big interstate
river basins holds potential to ensure a common
modus operandi at a larger scale. However, this
much relies on states’ sovereignty to choose their
preferred management model. To fulfil their role
of technical bodies in supporting decision making
for water charges, they should be independent
by any users influence.

Manage water charges at the right scale and enhance co-ordination
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France

In France, there are six water agencies for six river basins (Adour-Garonne, Artois-Picardie, Loire-Bretagne, Rhin-
Meuse, Rhône-Mediterranée and Corse and Seine-Normandie) in charge of managing all water resources. They
were created by the Water Law in 1964. River basin committees were created in 1964 and are deliberating bodies
that unite all stakeholders from each river basin district. Their composition is as follows: elected government
officials (40%), water users (40%), and state representatives (20%). RBCs vote on the water agency’s action
programme and the rate of fees within the limit of the rates set by law. The implementation of the intervention
programme of the water agency is administrated by the Administration Board within each water agency. The
Administration Board, whose President is appointed by decree, is composed of administrators designated by and
from the members of the river basin committee (elected officials and users), state representatives, and water
agency staff representatives.

The budget of the financially autonomous water agencies is directly related to charges on water abstractions and
discharges from all the users. On average, 90% of revenues collected by the water agencies are redistributed to
water users of the river basin based on the water agency Action Plans, which is a legal document and is mandatory.
The remaining 10% is used to fund the river agencies.

In France, there are at least seven different water charges established by Law of 30 December 2006: water pollution
charge, charge on non-point agricultural pollution, charge on water abstraction, charge or water storage in low flow
periods (paid by the hydropower sector), charge on obstacle on rivers, charge for the protection of aquatic
environments, charge for modernisation of the wastewater drainage systems. Water charges are decided by each
water agency (river basin committee and water agency board) but they cannot be set above the (national) ceiling
defined by French National Law.



Develop river basin plans that drive water charge decisions

Water charges and water resources
management plans are strongly interrelated. Water
resources management plans, or river basin
management plans set policy priorities to which
water charges are expected to contribute.
However, this hardly occurs in practice in Brazil.
OECD (2015) concluded that plans are poorly co-
ordinated and weakly implemented partly because
of the disconnection between those (stakeholders)
who design them and those (public authorities) in
charge of prioritising actions and finance. Although
technically valid, basin plans often are a collection
of “to do-s”, lacking assessment of implementation
costs and financial feasibility, thus creating a risk of
setting unrealistic objectives.

The non-mandatory nature of the basin plans
makes them mostly unable to ensure the necessary
constructive engagement in the various sectors; in
OECD (2015), they were qualified as “paper tigers”
or “promises for others to fulfil”. Prerequisites for
effective planning should rely on both proactive
actions (e.g. public organisations like the ANA
taking steps to develop permits) and reactive levels
(developing a set of rules for those requesting
permits). Planning as a multi-level, multipurpose
and multi-stakeholder governance instrument
raises three main questions: planning for what (e.g.
collection of charges, co-ordination, and
implementation); planning with whom (which
institutions need to be engaged); and lastly
planning at which scale (local, basin, state, federal).

Plans should be robust and practical enough to
guide decisions on the allocation of revenues
(when available). They should identify the priority

areas for action on water resources management,
on the basis of objective criteria that would take
into account primarily health risks, social issues,
the environment and the economy. This is only
possible if quantitative information about the state
of the environment is available. Otherwise it is
difficult for plans – and actions – to deliver any
meaningful benefits. Plans should quantify
realistically the financial resources needed to take
action, and list specific actions for specific
organisations that can help drive behaviour change
and foster water use efficiency.

Discussions on water charges and their
expenditures tend to overshadow the importance
of the plan itself. The plan could specify what kind
of measures should be financed by the public
administration, and what would fall under the
private domain. Basin plans should be
accompanied by strategic financial plans, tailored
to an agreed action plan and affordable timescales
for implementation. River basin plans should be
integrated with other plans (e.g. for agriculture
development or sanitation) as they can contribute
to enhance water security. Charges should
effectively address the issues of scarcity and
pollution and that they are co-ordinated with other
policy priorities.

International experience

France

There are several long-term planning instruments at the hydrographic basin level (SAGE/SDAGE): Water
Development and Management Plans are aimed at preventing crisis situations by planning offer (i.e.
volumes that can be abstracted) and use (demand) over the long-term, and defining priorities in terms of
water use. Limits on consumptive use through the volumes that can be abstracted are defined within
SDAGEs and SAGEs. They are statutory instruments that must be followed, as all decisions (on water
entitlements, etc.) are driven by the plans. Abstractable volumes have to be redefined after a few years to
consider the latest available scientific data (Water Management Plans are re-defined every six years).
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Deploy water charges in combination with other policy instruments

Water charges should be considered in
combination with energy, industrial and
agricultural policy: Industrial and water policy
should be co-ordinated. For instance, well-
designed industrial policy to support green
technologies can complement water abstraction
or pollution charges as it aims to bring new
opportunities to reduce the water bill and
contribute to enhanced water management.
Policy coherence between agriculture and water
is required to avoid conflicting signals and
incentives, in particular to farmers in achieving
sustainable water management. Abstraction and
pollution charges have an important role to play.

Water charges should be combined with water
allocation regimes or water quality standards. In
addition, awareness raising campaigns and
nudging can enhance users’ willingness-to-pay for
improved water management and improve the
efficiency of water charges. A way to influence
producers’ and consumers’ behaviour related to
water use is to provide more information about
water stress (transitory or permanently) and
water quality. Information can be framed to
‘nudge’ water users. A nudge can be defined as
any aspect in the framing of a decision problem
that can affect people’s decisions without
changing economic incentives.

Water charges deliver best when water use
(abstraction and pollution) is monitored and
regulations are enforced. There is room for
improvement in Brazil. Sound inspection and
control mechanisms, as well as sanctions and
penalties in case of non-compliance, should be
strengthened to make the entire system more
robust and credible.
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International experience

England and Wales

In England and Wales, the Environment Agency (EA)
designs the charging schemes and proposes values for
the different charging factors for the annual
(subsistence) charge. It also recommends the level of
charge for the administration and determination of new
applications for, or variations to existing, licences and
permits. The EA is a single unified environment agency,
responsible for operation, water management and
regulation in England. Charges are approved by the
relevant government minister in the Department for
Environment Food and Rural Affairs (Defra). The
Treasury takes an interest in the costs imposed. The EA
sets up and operates the billing system, and is
responsible for the collection of all charges. Every
abstraction licence and discharge permit is monitored
for compliance. Inspections are carried out on a risk
basis.

Consider accompanying measures, when reforming or deploying water
charges

A reform of existing charges or the
deployment of new ones can be costly for water
users. Accompanying measures can facilitate the
transition towards more efficient water uses or
cleaner technologies or practices.

For instance, best available technologies and

best practices could be promoted. Investment in
such technologies could be facilitated by
financial support, eventually financed by
recycling some of the revenues of water
charges. Such support should be time-bound,
targeted and assessed.



Facilitate spending that contributes to enhanced water security and
show the benefits to users

The reason why water charges in Brazil do not
bite or are considered irrelevant is because their
collection lacks purpose and is viewed by users as a
mere fiscal instrument.

For example, sometimes revenues are allocated
to investment programmes (e.g. water supply and
sanitation infrastructure) that are several orders of
magnitude larger. The perception by users in these
cases is that their contribution has no added-value.
In other cases, collected funds, when used, are
scattered across minor expenses that the payers do
not view as important, which also affects users’
willingness to pay. Poor performance in the
allocation of revenues from water charges hinders
the legitimacy of the instrument and fuels
resistance to increase rates and revenues. In the
Brazilian context, there is a good rationale to
expedite disbursement of revenues from water
charges, and to ensure they generate tangible

benefits for water users in the basin. At the
moment, it is difficult to justify that parts of the
revenues should be saved to manage future water
crises.

Revenues from water charges should be
allocated to expenditures in line with the initial
objectives set for charging and where they can
make a difference. For instance, it is
counterproductive to allocate revenues from water
charges to large infrastructure projects to which
their contribution is minimal: users will infer that
charges are ineffective.

Water users and payers should be able to see
the benefits of their payment in return or apply the
revenues themselves towards the improvement of
the water management system of the basin in
which they operate.
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International experiences

England and Wales

Charges do not pay for flood defence works, which are usually funded from general taxation. Nor do they pay for actions
within a river basin in order to improve water quality (e.g. from discharges from abandoned mine workings) or remove
obstructions to flow. In the United Kingdom, abstraction licences are deemed to be property rights. If the EA needs to
change a licence which is creating an unsustainable flow regime and damaging the environment, it has to pay
compensation to the licence holder. This is funded by a separate charge on abstractors within that river basin. Ideally,
the abstraction licence would be a permit that did not confer property rights, so that it could be varied without
compensation. Ideally, the charges would also cover routine environmental monitoring costs (water quality, ecology and
fisheries) to understand the state of and pressures on the environment.

Portugal

A total of 50% of the amount collected in each one of the five hydrographic regions stays in that hydrographic region
and is used in the implementation of the river basin plans or in other initiatives approved by the Hydrographic Region
Council. While 10% goes to the National Water Authority (role currently played by the National Environmental Agency)
to cover expenses at the national level, the remaining 40% goes to a National Environmental Fund and is used on a
competitive basis to finance project proposals submitted by the hydrographic regions. This means that the hydrographic
regions are guaranteed use at least 50% of the funds they collect. They can also apply for additional funds on a
competitive basis and receive more revenue than what they collected. This is an effective way of promoting a national
redistribution of resources, because those that need more funds are not necessarily those that are able of collecting
them. This redistribution among regions, made through the National Environmental Fund, seems to be well accepted
and is made on behalf of a sense of national solidarity among regions. The unit values of the water charges are approved
by the Government and can only be changed by the Government through a Decree-Law that has to follow the general
principles established by the Water Law (Law No. 58/2005).



Action Plan
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This Action Plan was designed to set out
concrete actions and suggests champions or
institutions that can lead implementation over the
short, medium and long run. It identifies key steps
for the implementation of the main policy
recommendations and the ways forward set out in
this report. The ultimate goal is to create the
conditions for the effective design and efficient
implementation of water charges in a shared
responsibility across levels of government as well as
the public, private and non-profit sectors.

The Action Plan provides a roadmap to put in
place effective instruments that contribute to water
policy objectives. It recommends a staged and
place-based approach, whereby proposed actions
could be first tested in the most institutionally
advanced basins/states with high capacities to
prepare and implement plans, as well as to spend
revenues (avoiding accumulation of unspent
revenues). Results from these pilot experiences
could then be shared to illustrate the benefits of the
water charges systems to other basins/ states
engaged in or thinking about implementing similar
practices.

Objective Action Possible 
champions/partners Timeline 

Review 
existing 
charges and 
design 
effective ones 

Use the Checklist proposed in the Annex V to work 
through the steps in designing and implementing a 
scheme of charges, and as a self-assessment tool of the 
state of play of water charges at a given scale.  

ANA, National Water 
Council, state water 
councils, river basin 
committees, state water 
authorities, delegated 
water agencies 

Short 

Assess (with a view to improve significantly or phase out) 
programmes and subsidies that lead to degradation of 
water quality and increased scarcity. They include 
policies that support unsustainable agriculture production, 
and input subsidies (e.g. for fertilisers, biocides) which 
cause diffuse pollution of waterways. 

ANA, state water 
authorities, Ministry of 
Agriculture 

Short 

Carry out economic analyses to support decision making 
on water charges. Such analyses should build on existing 
or new methods to assess, in particular: 

• Impacts of the water charges on the distribution of 
economic welfare 

• Social consequences of charges 
• Potential wider impacts on competitiveness.  

ANA, river basin 
committees and their 
executive agencies 

Medium 

Identify a range of proxies and promote their use when 
detailed information is unavailable or sophisticated 
schemes are not appropriate, strengthening consistency 
between:  

• Charging schemes 
• Other command-and-control instruments (i.e. 

pollution standards) 
• Information mechanisms (i.e. metering) 

ANA Short 

 


		Objective

		Action

		Possible champions/partners

		Timeline



		Review existing charges and design effective ones

		Use the Checklist proposed in the Annex V to work through the steps in designing and implementing a scheme of charges, and as a self-assessment tool of the state of play of water charges at a given scale. 

		ANA, National Water Council, state water councils, river basin committees, state water authorities, delegated water agencies

		Short



		

		Assess (with a view to improve significantly or phase out) programmes and subsidies that lead to degradation of water quality and increased scarcity. They include policies that support unsustainable agriculture production, and input subsidies (e.g. for fertilisers, biocides) which cause diffuse pollution of waterways.

		ANA, state water authorities, Ministry of Agriculture

		Short



		

		Carry out economic analyses to support decision making on water charges. Such analyses should build on existing or new methods to assess, in particular:

· Impacts of the water charges on the distribution of economic welfare

· Social consequences of charges

· Potential wider impacts on competitiveness. 

		ANA, river basin committees and their executive agencies

		Medium



		

		Identify a range of proxies and promote their use when detailed information is unavailable or sophisticated schemes are not appropriate, strengthening consistency between: 

· Charging schemes

· Other command-and-control instruments (i.e. pollution standards)

· Information mechanisms (i.e. metering)

		ANA

		Short
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Objective Action Possible 
champions/partners Timeline 

Build 
capacities 

Provide guidance and incentives at national and 
river basin levels for designing, setting and 
implementing water charges and spending related 
revenues, including rules for expenditure and 
publishing of accounts.  

ANA Short-Medium 

Develop technical capacities to carry out regular ex-
post evaluations to monitor the effectiveness of 
abstraction and pollution charges.  

ANA, state water 
authorities, delegated 
water agencies 

Medium 

Review skills and capacity for carrying out all the 
activities associated with designing, setting, 
implementing and monitoring a charges scheme, 
and deal with any shortfall. 

Delegated water 
agencies 

Short 

Enhance the 
knowledge & 
information 
base  

Provide or improve data and information on the 
state of environment and water resources and 
quality, including pressures on water resources 
(related to availability and quality; demand by 
sector, location and timing), and others. 

ANA, state water 
authorities, delegated 
water agencies 

Short-Medium 

Update states’ registries of water abstractions and 
discharges to charge accordingly 
Continue synchronising with the National Registry 
(CNARH) to cross-check the relevant information for 
interstate basins. 

ANA, state water 
authorities 

Short-Medium 

Strengthen 
the 
institutional 
framework 
and enhance 
co-ordination 

Allocate roles and responsibilities amongst federal 
and state authorities for setting, implementing, 
monitoring, evaluating, and regulating water 
charges. ANA could negotiate agreements with 
states, avoiding any legal revisions. 
Adjust where need be based on results.  

National and state 
water council, ANA, 
state authorities 

Short-Medium 

Facilitate co-ordination when a delegated agency 
deals with different states. At inter-state level, when 
different managing models co-exist across the 
states within the interstate river basin, consider the 
creation of a single delegated agency. 

ANA, state authorities 
and delegated water 
agencies 

Medium 

Make the 
most of 
stakeholder 
consultation  

• Consult first on different options of water 
charges schemes, and then on the final 
scheme after rounds of consultations 

• Explain clearly the objectives for the charging 
scheme; how the scheme would be 
administered, and the sort of billing system 
needed. 

• Describe to charge payers how the money will 
be spent, and what benefits it will bring to 
themselves and other water users.  

• Explain consequences on non-payers in terms 
of chasing bad debts as well as using 

ANA, state water 
authorities, delegated 
water agencies 

Short-Medium 


		Objective

		Action

		Possible champions/partners

		Timeline



		Build capacities

		Provide guidance and incentives at national and river basin levels for designing, setting and implementing water charges and spending related revenues, including rules for expenditure and publishing of accounts. 

		ANA

		Short-Medium



		

		Develop technical capacities to carry out regular ex-post evaluations to monitor the effectiveness of abstraction and pollution charges. 

		ANA, state water authorities, delegated water agencies

		Medium



		

		Review skills and capacity for carrying out all the activities associated with designing, setting, implementing and monitoring a charges scheme, and deal with any shortfall.

		Delegated water agencies

		Short



		Enhance the knowledge & information base 

		Provide or improve data and information on the state of environment and water resources and quality, including pressures on water resources (related to availability and quality; demand by sector, location and timing), and others.

		ANA, state water authorities, delegated water agencies

		Short-Medium



		

		Update states’ registries of water abstractions and discharges to charge accordingly

Continue synchronising with the National Registry (CNARH) to cross-check the relevant information for interstate basins.

		ANA, state water authorities

		Short-Medium



		Strengthen the institutional framework and enhance coordination

		Allocate roles and responsibilities amongst federal and state authorities for setting, implementing, monitoring, evaluating, and regulating water charges. ANA could negotiate agreements with states, avoiding any legal revisions.

Adjust where need be based on results. 

		National and state water council, ANA, state authorities

		Short-Medium



		

		Facilitate co-ordination when a delegated agency deals with different states. At inter-state level, when different managing models co-exist across the states within the interstate river basin, consider the creation of a single delegated agency.

		ANA, state authorities and delegated water agencies

		Medium



		Make the most of stakeholder consultation 

		· Consult first on different options of water charges schemes, and then on the final scheme after rounds of consultations

· Explain clearly the objectives for the charging scheme; how the scheme would be administered, and the sort of billing system needed.

· Describe to charge payers how the money will be spent, and what benefits it will bring to themselves and other water users. 

· Explain consequences on non-payers in terms of chasing bad debts as well as using administrative responses such as revoking the permit 

		ANA, state water authorities, delegated water agencies

		Short-Medium
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Objective Action Possible 
champions/partners Timeline 

Develop plans 
that drive 
water charges 
decisions 

Make sure that plans identify the priority areas for 
action on water resources management, on the 
basis of objective criteria that would take into 
account primarily health risks, social issues, the 
environment and the economy. 

National and state 
water councils, river 
basin committees, 
ANA, state water 
authorities, delegated 
water agencies 

Short 

Setting guidelines for the design of plans supported 
by realistic funding strategies. 

CNRH/ ANA Short 

Consider explicit support for plans that meet the 
guidelines. 

State water authorities Short 

Incentivise municipalities to participate in river 
basin planning efforts and implementation for 
example through performance agreements, along 
the lines of the Progestao.  

State water authorities Medium 

Develop 
accompanying 
measures 

Identify and promote a suite of options to 
accompany the reform of water charges in 
agriculture.  

River basin 
committees and water 
agencies. 

Medium 

Consider nudging to accompany the reform of 
water charges.  

ANA, state water 
authorities, water 
agencies 

Short 

Promote instruments – independent from charges – 
to address affordability and other equity issues. 

ANA, state water 
authorities, river basin 
committees 

Short 

Promote programmes such as agro-environmental 
schemes aiming to reduce the negative impact of 
agriculture on water resources.  

 ANA, state water 
authorities, river basin 
committees 

Medium 

Facilitate the reform of water allocation regimes so 
that they encompass and benefit from well-
designed abstraction charges and contribute to 
improved water management, enhancing water 
security in normal times and in episodes of scarcity. 

ANA and National 
water council , in 
consultation with 
states water 
authorities and river 
basin committees 

Long 

Strengthen sound inspection and control 
mechanisms, as well as sanctions and penalties in 
case of non-enforcement and compliance. 

ANA, state water 
authorities  

Short-Medium 

 


		Objective

		Action

		Possible champions/partners

		Timeline



		Develop plans that drive water charges decisions

		Make sure that plans identify the priority areas for action on water resources management, on the basis of objective criteria that would take into account primarily health risks, social issues, the environment and the economy.

		National and state water councils, river basin committees, ANA, state water authorities, delegated water agencies

		Short



		

		Setting guidelines for the design of plans supported by realistic funding strategies.

		CNRH/ ANA

		Short



		

		Consider explicit support for plans that meet the guidelines.

		State water authorities

		Short



		

		Incentivise municipalities to participate in river basin planning efforts and implementation for example through performance agreements, along the lines of the Progestao. 

		State water authorities

		Medium



		Develop accompanying measures

		Identify and promote a suite of options to accompany the reform of water charges in agriculture. 

		River basin committees and water agencies.

		Medium



		

		Consider nudging to accompany the reform of water charges. 

		ANA, state water authorities, water agencies

		Short



		

		Promote instruments – independent from charges – to address affordability and other equity issues.

		ANA, state water authorities, river basin committees

		Short



		

		Promote programmes such as agro-environmental schemes aiming to reduce the negative impact of agriculture on water resources. 

		 ANA, state water authorities, river basin committees

		Medium



		

		Facilitate the reform of water allocation regimes so that they encompass and benefit from well-designed abstraction charges and contribute to improved water management, enhancing water security in normal times and in episodes of scarcity.

		ANA and National water council , in consultation with states water authorities and river basin committees

		Long



		

		Strengthen sound inspection and control mechanisms, as well as sanctions and penalties in case of non-enforcement and compliance.

		ANA, state water authorities 

		Short-Medium









18

Objective Action Possible 
champions/partners Timeline 

Facilitate 
spending 
that 
contributes 
to enhanced 
water 
security and 
enhance 
transparency 

Change rules so that agencies can improve 
effectiveness of spending revenues collected 
through water charges, through:  
• Procedural rules for public expenditure and 

the transfer mechanisms between different 
public authorities to make the handling of the 
revenues faster and more efficient 

• Harmonising bidding rules across ANA and 
the states for the delegated agencies to adopt 
a single set of rules in a river basin  

• Harmonising the audit and accountability 
processes that delegated entities must adopt 
for the control to be carried out by public 
authorities, both federal and state 

• Allowing the disbursement of resources 
through repayable financing to private sector 
borrowers, to carry out actions envisaged in 
the river basin plans 

• Allowing delegated agencies to use part of the 
revenues collected to compensate users who 
in periods of severe drought have their water 
use restricted in favour of the supply of the 
cities (which is a priority) 

• Allowing delegated agencies to maintain funds 
for emergencies 

ANA, state water 
authorities, delegated 
water agencies, 
legislatives bodies 

Medium 

Share experience with mechanisms to recycle 
revenues from water charges in order to 
demonstrate collective benefits from water charges.  

River basin 
committees and water 
agencies 

Short 

Promote transparency on how revenues from water 
charges are used (water agencies) and demonstrate 
that revenues are being spent in an accountable 
way, effectively, equitably and efficiently for the 
benefit of the river basin and its several users. 

Water agencies Short 

Monitoring 
and 
evaluation 

Promote regular monitoring and evaluation of the 
adequacy, implementation and results of water 
charges to assess to what extent they fulfil the 
intended outcomes and adapt where necessary. 

ANA, state water 
authorities and water 
agencies 

Medium-Long 

 


		Objective

		Action

		Possible champions/partners

		Timeline



		Facilitate spending that contributes to enhanced water security and enhance transparency

		Change rules so that agencies can improve effectiveness of spending revenues collected through water charges, through: 

· Procedural rules for public expenditure and the transfer mechanisms between different public authorities to make the handling of the revenues faster and more efficient

· Harmonising bidding rules across ANA and the states for the delegated agencies to adopt a single set of rules in a river basin 

· Harmonising the audit and accountability processes that delegated entities must adopt for the control to be carried out by public authorities, both federal and state

· Allowing the disbursement of resources through repayable financing to private sector borrowers, to carry out actions envisaged in the river basin plans

· Allowing delegated agencies to use part of the revenues collected to compensate users who in periods of severe drought have their water use restricted in favour of the supply of the cities (which is a priority)

· Allowing delegated agencies to maintain funds for emergencies

		ANA, state water authorities, delegated water agencies, legislatives bodies

		Medium



		

		Share experience with mechanisms to recycle revenues from water charges in order to demonstrate collective benefits from water charges. 

		River basin committees and water agencies

		Short



		

		Promote transparency on how revenues from water charges are used (water agencies) and demonstrate that revenues are being spent in an accountable way, effectively, equitably and efficiently for the benefit of the river basin and its several users.

		Water agencies

		Short



		Monitoring and evaluation

		Promote regular monitoring and evaluation of the adequacy, implementation and results of water charges to assess to what extent they fulfil the intended outcomes and adapt where necessary.

		ANA, state water authorities and water agencies

		Medium-Long
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