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EXECUTIVE SUMMARY

1. The report presents an evidence-based assessment of the main trends, drivers, obstacles,
mechanisms, impact, costs and benefits of stakeholder engagement contribution to water governance. It
builds on a year-long iterative process with the contributors of the working group n°1 of the OECD Water
Governance Initiative supported by extensive data collection and analytical work.

2. The size and nature of water challenges ahead is prompting more recognition that governments
cannot tackle these alone. Whether they succeed in addressing these challenges may depend, in a large
part, on their ability to engage the wide range of stakeholders affected by water management, or likely to
influence its outcomes. The topic of stakeholder engagement has then gained traction as a principle of
water governance', and has been largely incentivised in a broader context of bottom-up call for open
government and society,

3. In addition, intrinsic characteristics of the water sector justify the need for engaging all
stakeholders having a shared responsibility in water management, and the adoption of effective co-
ordination mechanisms. To many extents, the water sector is fragmented. In addition to governments and
policy-makers, citizens, private actors, end users, financial institutions, and infrastructure and service
providers have a stake in the outcomes of water policy and projects. The water cycle generates important
externalities in many domains and spills over many other policy areas that often work in silos. Therefore, a
coherent, holistic and integrated approach is needed to engage these mutually dependent stakeholders.

4, For long, stakeholder engagement in water governance remained overall incidental (with a few
exceptions), especially for water services where it was essentially assimilated to handling customers’
complaints. The concept of “integrated water resources management” and the emergence of regulatory
frameworks (e.g. EU Water and Flood Directives, Aarhus Convention etc.) have undoubtedly spurred the
creation of multi-stakeholder fora and mechanisms (e.g. in planning). This helped move from reactive to
proactive stakeholder engagement.

5. The report argues that engaging stakeholders provides them with opportunities to be part of the
solution and share views and priorities, and helps increase the willingness to pay, raise awareness on water
risks and costs, foster co-production of services and policy, manage trade-offs related to water allocation,
and prevent or solve conflicts over water use. The views of customers can also shape priorities to be
pursued by service providers, including price-setting. But proper framework conditions are needed and
governments can play a role in setting the conducive institutional environment for effective and inclusive
engagement of all those having a stake in the water outcome.

6. Making inclusive water governance happen can be a challenging task. Beyond the “usual” actors
traditionally involved in water-related decisions and implementation, new players have gained interest in
water governance and now influence water policy and projects. For example, business companies are more
and more concerned with water allocation; property developers on land use in flood-prone areas generate
future liabilities in the sector; long-term institutional investors provide innovative financing mechanisms
for water projects. These newcomers are likely to grow in number and influence, which raises important
challenges for decision-makers to remain inclusive despite the diversity of actors at play. This is all the
more important as citizens and users’ associations have gained increasing influence over political decisions

! Water governance is a dynamic concept referring to who does/gets what, when and how. It encompasses political,
institutional and administrative rules, practices, and processes through which stakeholders articulate their
interests, their concerns are considered, decisions are taken and implemented, and decision-makers are held
accountable in the development and management of water resources and delivery of water services
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on water. Carefully and exhaustively mapping who are the stakeholders to be involved will be more than
ever crucial.

7. In practice several obstacles hinder stakeholder engagement on the ground. The most frequent
challenges identified include the lack of clarity on the expected use of inputs from stakeholders in
decision-making and implementation (leading to a consultation “fatigue”), the absence of political will and
leadership, the lack of time, staff and funding, weak supportive legal frameworks, consultation “capture”
from over-represented categories, resistance to change and reluctance to relinquish power, weak capacity,
the lack of citizens’ concern and awareness, information asymmetry, fragmented settings, and the
complexity of issues at hand.

8. There is a wide variety of formal and informal mechanisms for engaging stakeholders, each with
their own sets of advantages and disadvantages. They work differently according to places, times and
objectives and selecting the right mechanism(s) is a daunting task for decision-makers. The key is to
carefully consider the broad range of options at hand to match the most suitable mechanism(s) to the places
and categories of stakeholders..

9. Stakeholder engagement may be costly (in terms of logistics, process, reputation, delays in
decision-making and implementation) but by allowing testing and refining decisions, it is likely to yield
short and long-term benefits in terms of acceptability and sustainability (e.g. effective implementation,
proper enforcement of regulation, political acceptability, ownership of decision and outcomes); social
equity and cohesion (e.g. trust, confidence, customers’ satisfaction, corporate social responsibility);
capacity development (e.g. awareness-raising, information sharing, opinion forming); and economic
efficiency (e.g. cost saving, value for money, time saving, broader economic benefits as policy coherence,
synergies across projects). Different costs and benefits accrue to different stakeholder groups at different
times and require managing trade-off to ensure successful engagement processes and outcomes.

10. To clarify the “black box™ that governs water, policy-makers need to go beyond a tick-the-box
approach to stakeholder engagement when designing and implementing water policies and projects. A set
of overarching principles is suggested at the end of the report to encourage governments at all levels to
take needed actions for outcome-oriented, fit-for-target, anticipatory, and adaptive stakeholder engagement
in water governance, from design to implementation.

11. The report argues that decision-makers that take a systematic (rather than ad-hoc) inclusive
approach grounded in their initiatives and operations are likely to get better results in terms of the time and
resources they invest, and handle stakeholder issues and risks more effectively. The following principles
are backed by a tentative Checklist for Public Action which includes indicators, international references
and self-assessment questions.

1. Map all those who have a stake in the outcome or likely to be affected, their responsibilities, core
motivations and interactions.

2. Define the ultimate line of decision-making, the objectives of stakeholder engagement and the
expected use of inputs

3. Allocate proper financial and human resources and share needed information for result-oriented
stakeholder engagement.

4. Assess regularly the process and outcomes of stakeholder engagement to learn, adjust and improve
accordingly.

5. Embed engagement processes in clear legal and policy frameworks, organisational
structures/principles and responsible authorities

6. Customise the type and level of engagement to the needs and keep the process flexible to changing
circumstances
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ASSESSMENT AND RECOMMENDATIONS

12. This report assesses the main trends, drivers, obstacles, mechanisms, impacts, costs and benefits
of stakeholder engagement and provides pragmatic policy guidance to decision-makers and practitioners in
the form of a set of principles, a checklist for public action and tentative indicators. Findings rely on desk
research, literature review, empirical data from an extensive survey carried out across 215 stakeholders
within and outside the water sector, and 66 case studies collected. The objective is to provide better
evidence on what works best, when and where as well as framework conditions needed to yield the short
and long-term benefits of stakeholder engagement and to create positive objectives without cultivating a
tick-the-box mentality because of prescriptive requirements.

13. In the last decade, the topic of stakeholder engagement has gained traction in the water sector as a
principle of good governance. International law has spurred, through many declarations, binding
conventions or other normative frameworks, a set of objectives related to inclusive decision-making and
implementation, transparency and accountability. Operationalising these objectives then became a quasi-
prerequisite to bottom-up, place-based and inclusive policymaking, and many case studies have
proliferated across the globe to showcase on-the-ground experiences. Stakeholder engagement started
moving from theory to practice.

14. Despite extensive research and case studies in recent years on the topic of stakeholder
engagement, the lack of evidence-based assessment on how effective engagement processes have proven in
reaching intended objectives of water governance is striking. Most evaluations carried out on stakeholder
engagement fail to provide decision makers with the evidence they need to inform future engagement
processes, rather calling for caution against generalising beyond the context of specific case studies
(Abelson and Gauvin, 2006). There is therefore a striking need for better evidence on what works best,
when and where for effective contribution of stakeholder engagement in water governance systems, to
which this report intends to respond. In addition, mechanisms are needed to measure the short and long-
term benefits of stakeholder engagement and to create positive objectives without cultivating a tick-the-box
mentality because of prescriptive requirements.

15. Assessing engagement approaches requires stepping back and drawing lessons from the last
decade to better understand pressing and emerging issues. These include, amongst others, the shift of
power across stakeholders, the arrival of new entrants that ought to be considered, the external and internal
drivers that have triggered engagement processes, innovative tools that have emerged to manage the
interface between multiple players, as well as the types of costs and benefits incurred by engagement at
policy and project levels.

16. The intended goal of this report is to assess the impact of stakeholder engagement in water-
related decision-making and policy implementation, and provide guidance to policymakers in terms of
setting up the appropriate framework conditions for successful engagement. In practice, this means scaling
up success stories (identified in this report through selected case studies), learning from failures, and
trickling down principles’ implementation for improved outcomes of stakeholder engagement.

Stakeholder engagement is a rising topic in the water agenda

17. Governments and public governance are becoming increasingly open. As countries are still
coping with the far reaching consequences of the financial crisis, the public sector is facing acute
challenges in terms of fiscal pressure with increased demands from citizens to be more engaged in how
public policy decisions are made. The general move from “top-down hierarchical model” exerting
sovereign control over the people and groups making up civil society, to gradual involvement of public,
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non-state actors such as private and not-for-profit organisations and sectors at different levels has
characterised public policy since the 1990s.

18. The traditional role of “governments” as the single decision-making authority has gradually been
replaced by multi-level, polycentric governance to reflect that a plethora of stakeholders can contribute to
better guide decision-making. Water is affected by numerous external drivers and spills over many other
policy areas that are critical for economic development and well-being, including health, agriculture, land-
use and spatial planning, poverty alleviation and energy, amongst others. These policy areas tend to work
in silo and further improvement is often needed in terms of consultation, participation and coordination to
engage stakeholders in a coherent, holistic and integrated way.

19. Recent years have seen a shift in water debates from the notion of “participation” to the concept
of “engagement”. Participation typically refers to the involvement of individuals and groups in the design,
implementation and evaluation of a project or plan. Engagement is an “umbrella” term that broadly refers
to an organisation’s efforts to ensure that individuals, groups, and organisations have the opportunity to
take part in the process of decision-making and policy/project implementation that will affect them, or in
which they have an interest. It embraces a broader range of inclusive processes, with different intentions
and different inputs to the decision-making process. Therefore participation does not necessarily entail that
those attending are contributing in any way to decision-making and implementation, while engagement is
characterised by meaningful inputs to the process. In other words, participation is a level of engagement,
amongst others.

20. A distinction is also necessary between public participation and stakeholder engagement. The
former encompasses a range of procedures and methods designed to consult, involve, and inform local
communities and citizens (i.e. the “public”, essentially civil society and customers). The latter opens a
broader perspective to different groups of actors, including levels of governments, the private sector,
regulators, service providers, donor agencies, investors and other relevant constituencies, in addition to
civil society in its different forms (e.g. NGOs, citizen movements, etc.).

21. Water supply and sanitation is lagging behind water resources management. Legislation on
surface and groundwater quality and quantity and principles such as IWRM encouraged the creation of
river basin organisations and their fora and the contribution of stakeholders to decisions related to planning
for example. Engagement has been less systematic for water services and often restricted to handling
customers’ complaints despite the existence of consultation (more ad hoc) via shareholding, governing
boards, regulatory policy and partnerships with citizens and users.

22. For a long period, stakeholder engagement in water governance remained mostly incidental, apart
from some noticeable exceptions (e.g. Polder approach in the Netherlands to build consensus). The
flexibility associated with project- or issue-based stakeholder engagement has made it a preferred option
for many decision makers rather than engaging in more systematic inclusive approaches. It consists in
setting-up ad hoc mechanisms such as workshops, hearings, panels or campaigns to gather stakeholders
around a specific issue. But these engagement processes are often time-bound, limited in scope and end
conjunctly with the implementation or evaluation of the given project or policy. Stakeholder engagement
processes have also been reactive rather than proactive. They tend to be a response to a need or obligation,
such as to comply with regulatory frameworks on the topic, or during crisis and emergencies (droughts,
floods, economic crisis etc.) rather than carried out on a voluntary basis.

23. However, there has been some progress to move towards more structural forms of stakeholder
engagement in the water sector. New legislations, guidelines and standards at various levels (Aarhus
convention, EU Water Framework Directive, etc.) have spurred the emergence of more formalised forms
of stakeholder engagement, embedded in organisations’ overarching principles and policy to encourage
greater information, co-operation, consultation or awareness-raising into their operational rules and
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procedures. Shifting from an issue-based to a structural form of stakeholder engagement raises some
challenges for decision-makers. Formalising, or even institutionalising collective decision-making related
to water issues requires strong leadership commitment with clear objectives and strategies to prevent and
manage risks of “capture”. It also implies securing the needed financial and human resources at the
appropriate levels to sustain the engagement process.

24. Because there are more and more actors in the water sector willing to get mobilised and to take
part in discussions to influence certain decisions, it is crucial to evaluate regularly the actual weight and
value added of stakeholder engagement in water-related decision-making and policy/project
implementation, and its contribution to better governance. The analytical framework suggested by this
report is organised around five components: i) detecting drivers to understand the forces and levers for
actions ii) mapping stakeholders in terms of their roles, responsibilities, influence, motivations, level of
connectivity and scale; iii) diagnosing obstacles and mitigating related risks to integrity, accountability and
sustainability ; iv) identifying mechanisms that are fit-for-purpose; and v) fostering evaluation to point out
areas of improvements and trade-offs needed;

Drivers of stakeholder engagement

25. The water outlook is not optimistic and future economic, social, climate, urban and technological
trends challenge water governance and the capacity of governments to address them, often calling for
multi-stakeholder solutions. Pressure points over water allocation, infrastructure financing, and disaster
management require doing better with less money, less water and with more people willing to get on board.
The future daunting picture for the water sector has triggered new emphasis on the role of stakeholder
engagement across public, private and non-profit sectors, combined with structural and conjunctural
drivers that have pushed stakeholder engagement to develop along different rationales.

26. A range of long-term structural drivers have triggered a change in water governance paradigms to
better cope with future challenges. They can be clustered into four broad categories: climate change will
affect water availability and resilience of water infrastructures, with different level of impacts across the
world; economic and demographic trends will drive water demand and in particular in cities, and affect the
capacity of governments to respond (i.e. their ability to mobilise public funds); socio-political trends such
as the concept of integrated water resources management, recent developments in European water-related
policies, and the United Nations post-2015 Sustainable Development Goals will set new standards,
regulations and aspirational goals paying greater attention to adaptive governance; and innovation and
technologies will stimulate greater connectivity and new relationships, in particular related to web-based
communication avenues.

217. Stakeholder engagement has also been triggered by conjunctural drivers and greatly influenced
by changing circumstances and situations. Water-related disasters, policy reforms, big infrastructure
projects, competing water demands and greater democratic pressure have pushed for more inclusiveness in
water-related decision-making and policy/project implementation. Changes in organisational culture and
incentives from donors have less done so, suggesting that technical assistance programmes fostering
stakeholder engagement are still too anecdotic or conditionalities on inclusive decision-making do not have
stringent enough requirements. Similarly the potential of stakeholder engagement in helping design new
contacts, identify new customers or secure new sources of revenue has not been evidently demonstrated in
the survey results. But practical experiences on the ground testify to the increasing efforts, particularly
from service providers and business, to invest more in stakeholder engagement for ensuring value for
money. Thus, a business case for inclusive decision-making and policy/project implementation, and for
engaging further with partners is needed towards move towards engagement processes that deliver their
full potential for meeting water challenges
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Mapping stakeholders

28. Engaging properly stakeholders requires their prior thorough identification within and outside the
water box, as well as a good understanding of their core motivations. Knowing who is responsible for what
and at which level is a primary first step to capture the stakeholder “landscape” and identify redundancies
and gaps in the institutional framework having impacts on policy coherence and sector performance. A
stakeholder mapping can be used to identify the core functions of stakeholders involved in the sector and to
assess how effective they are in carrying them out. Such mappings also bring attention to the interaction
with and the impacts of stakeholders in other areas that influence the water sector.

29. The identification of stakeholders can be a politically charged responsibility. There can be
internal and external pressure to expand or reduce the spectrum of stakeholders to be engaged. Promoters
of stakeholder engagement sometimes try to avoid involving the “usual suspects”, which has become a
term of denigration for actors with vast interests in water-related decisions (typically water service
providers, farmers, etc.). It is equally detrimental to exclude stakeholders for being known opponents of the
issue at hand as involving them can trigger some ownership and likelihood that they support the final
decisions, or at least, that they be less inclined to undermine it as if they had been excluded.

30. All stakeholders need to be informed at various stages and on the outcomes of policy and project
cycles, but all stakeholders do not have to be involved at each stage of the water project or policy.
Engagement processes can be most effective when they include a careful and strategic selection of
stakeholders that strikes a balance between comprehensive representation and workable sized groups. It
can be useful to consider at which stage of the policy/project cycle stakeholders are best suited to
participate (e.g. objective setting, development, implementation review), and it is important to consider and
discuss with stakeholders what they expect from the process and what could prevent them from getting
engaged. If each stakeholder’s motivations can be clarified at the start, it is likely there will be less
confusion and consultation fatigue, and greater satisfaction with the outcomes.

31. Beyond the “traditional” actors, new players have gained interest and influence in water
governance. While the role of the private sector tended to focus on companies delivering water supply and
sanitation, business companies have paid increasing attention to water governance in their strategies,
especially to cope with regulatory risks and secure water allocation. In parallel, citizens and users’
associations have gained increasing influence over political decisions on water. As risks of floods
intensify, property developers are also gaining influence as spatial development generates long term
liabilities and financial implications in terms of water management, such as compensations for the loss of
nature values, green areas and water amenities. They can play an important role to harness new sources of
finance and contribute to the development of non-technical solutions to manage floods. Institutional
investors (e.g. pension funds, insurance companies, mutual funds) have also begun to factor environmental,
social and governance issues into their decision-making process and invest more and more in water
infrastructures and utilities looking to diversify their portfolio.

32. Some categories of stakeholders often get omitted and remain unheard. These include women (as
the primary users of water in many parts of the world, for domestic consumption, subsistence agriculture,
and health), youth (as the future generation that will need to solve issues related to water), the rural and
urban poor (as the main consumers in informal urban and rural settlements) and indigenous and aboriginal
communities. Nature and other non-consumptive users are also often an absentee from engagement
processes. Additional efforts and innovation are needed to contact and engage with these groups or
individuals, who do not always come forward on their own. Including these minority or “less-vocal”
stakeholders, beyond formal engagement channels, is important to obtaining a more balanced picture.
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33. Stakeholders have different motivations, needs and interests. Engagement strategies related to the
development of dam projects will by definition engage different stakeholders than those of a water tariffs
reform. Based on their core motivations, and often their mandate, stakeholders have different governance
concerns which affect their willingness to contribute to water-related policies and projects as well as their
degree of engagement. Understanding how stakeholders interact and the connectivity dynamics is
important to assess their level of influence and engagement, and to achieve multi-level and inter-sectoral
water governance. This can vary from places to places and help understand questions related to diffusion of
information, trust, consensus-building and solidarity.

A question of scale

34. Water logics and hydrological boundaries cut across administrative frontiers and perimeters.
Water governance and water resources management takes place at various spatial scales, both in their
ecological and political dimensions. Engagement processes range from local watershed groups negotiating
about allocation practices, to national committees debating priorities, or international meetings seeking
consensus about the management of transboundary basins between sovereign states. The issue of scale also
relates to questions of democratic legitimacy. The higher the level of decision-making is, the lower the
possibilities for comprehensive participation of all relevant constituencies are and thus the more likely
conflicts may arise. Inversely, the lower the government level, the more difficult it is to effectively address
water-related problems, in particular those that are not strictly local, without having the big picture.

35. Stakeholder engagement can provide platforms to address the mismatch between administrative
and hydrological scales. Water-related projects and policies can be driven by local livelihoods tied to local
ecosystems, or by energy producers making long-term production and investment choices at the national
level. Thus, some stakeholders promote hydrological scales that correspond to manageable units in which
they operate (e.g. river basin organisations). Others promote conventional administrative levels, arguing
that this is where capacity, accountability, and legitimacy already exist. Decisions taken at one level can
positively or negatively affect decisions at another level (e.g. subsidies to farmers for irrigation at national
level can be detrimental to groundwater bodies at the aquifer level). Fitting stakeholder engagement to
place-based needs can help reconcile decisions within and across spatial scales.

Stakeholder engagement obstacles

36. Engagement processes vary across places and stakeholders but common barriers can be
identified. Mainly, two categories of obstacles can be identified. The first category of obstacles includes
those hindering the transposition of the concept of stakeholder engagement in practice. They relate for
example to political leaders’ resistance to relinquish power to other stakeholders as well as the absence of
legal framework to embed stakeholder engagement in institutional practices. These obstacles restrict
instilling principles of inclusive decision-making and policy/project implementation, into concrete projects
and policymaking. The second category of obstacles includes bottlenecks that impede the effective
implementation of engagement processes. They concern those situations where the engagement process is
not questioned per se, but frustrated by issues of process, logistics or conflicting goals.

37. The Survey highlighted three major obstacles in the first category: the lack of political will,
institutional fragmentation and poor legal frameworks. First, stakeholder engagement implies a shift in the
balance of power including towards actors that may not share the same intentions, perspectives and
interests. The greater the level of engagement (i.e. representation, partnerships, co-decision), the more the
power-balance is equalised. The reluctance to relinquish power in the water sector is often justified by the
fact that decision-making should be left to experts who understand technical details and political realities.
Second, responsibilities scattered across a multitude of actors creates fissures in water governance with
sub-areas administered independently and limited coordination incentives leading to poor consultation and
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weak accountability. Last, the absence of sound legal framework hampers stakeholder engagement, the
application of standards for inclusive decision-making, and the capacity to assess the compliance of
decision-making with these requirements. Current progress towards more formalised and institutionalised
forms of inclusive decision-making should be accompanied by a change in rules and legislation towards a
common set of standards and better monitoring of compliance.

38. The Survey highlighted four main obstacles in the second category: the lack of clarity on the use
of stakeholders’ input, the lack of funding, information asymmetry and representativeness. First, if
stakeholders with interest or influence do not understand how their input will contribute to the decision-
making, they may feel misled or manipulated and lose interest. Satisfying all stakeholders’ interests is a
daunting task and implies willingness to support the outcomes of the engagement process, even when they
fail to coincide with one’s vested and partisan interests. Clarifying the engagement process is one way to
secure support and buy-in. Second, insufficient or unstable revenues to sustain the engagement process,
logistical expenses related to meeting venues or support material and the lack of competent and dedicated
staff are common bottlenecks, especially when government funding has been slashed in times of economic
and financial crisis. Third, uneasy access to quality information hinders their ability to study and analyse
water-related issue and make informed contributions to decision-making processes. Last, conflict of
interest and capture of the process by certain groups of actors and lobbies often better organised, with high
financial stakes and political ramifications can also hinder decision-making processes.

39. Often, one of the reasons for participation initiatives not matching up to the expectations is the
rhetoric/practice gap. This embraces situations where the expectations and advertising that accompany an
engagement process are not matched by the actual opportunities to participate or the eventual influence of
the process. This gap can be explained for instance by overenthusiastic marketing and advertising,
purposeful window dressing, etc.; by overly ambitious objectives for the process as compared to the
individual or organisational capacity to carry it out effectively; or by the mismatch between the interests in
engagement with the actual level of motivations to make change happen.

40. Decision-makers need to carefully anticipate bottlenecks to the integration of stakeholder
engagement in water policy and project, and mitigate related risks. Different tools and procedures can help
doing so. Translating existing standards for inclusive decision-making into legislative frameworks can
provide incentives to support the integration of stakeholder engagement into water policy and practices.
Defining upstream strategies that set out clear rationale of how to use the contribution of stakeholders for
the final outcome along with all relevant information can help engage on the right foot. Setting-up
information water systems and securing funds will also be critical to sustain engagement processes in the
long run. Engagement efforts should be allocated the same staffing and budget as other components of a
water policy and project development process. Integrity pacts and social witnesses can also help reduce the
likelihood of conflict of interest and consultation capture, while ex-post surveys on motivations can
investigate levels of interest on specific water issues to set-up the right incentives.

Strengths and weaknesses of stakeholder engagement mechanisms

41. There is a wide variety of mechanisms for engaging stakeholders, but they work differently
according to places, time, and objectives. Navigating this diversity and selecting the right mechanism(s) for
the engagement process can be a daunting task for decision-makers and a tentative taxonomy of such
instruments can provide some guidance. The report identifies 24 mechanisms that can be classified into
two types: formal mechanisms (tools that have institutional or legal ground, often stem from an official
agreement, contract between parties, or charters with clear operating rules and priorities) and informal
mechanisms (not institutionalised but rather can be implemented for a large variety of issues and at the
discretion of the convener of the engagement process).
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42. Formal mechanisms of engagement bring about some advantages and inconvenient. For example,
water associations and river basin organisations generally benefit from a strong sense of legitimacy as they
are often based on the principle of representative democracy which makes them crucial partners to engage
with others. Nevertheless, they can also be perceived as single-minded when they solely focus on pushing
forward the agenda of a singular group of stakeholders (e.g. association of irrigators) and do not
encompass a wider membership that includes other players likely to be impacted by their activities. River
basin organisations (as other umbrella organisations) can raise challenges in terms of lobbying and
consultation capture when discussions and decisions are “high-jacked” or monopolised by the interests of
certain groups. Both can also generate principle-agent tensions by which the person sitting at the table
voices his/her own concern rather than representing his/her broader constituency. This should be a key
concern when selecting stakeholders that should take part in advisory boards, working groups or
assemblies.

43. Informal mechanisms for stakeholder engagement also present some advantages and
disadvantages. For example, the relatively informal nature of meetings and workshops can foster both
deliberation and build a sense of community. They provide an open atmosphere which makes participants
generally more willing to discuss issues and maximises dialogues on issues that may not come to light
through more structured mechanisms. For instance, meetings and workshops are flexible in terms of time
frame and scale (from community meetings to international conferences) and can apply to a wide range of
issues (e.g. from discussing a municipal sewer project to debating on transboundary basin management
agreements). They offer an opportunity for anyone to express concerns, access and share information, and
gain better understanding. However, if tools used to involve stakeholders do not have a minimal level of
structure and mediation, outcomes may be difficult to incorporate into the final decisions. Follow-up are
also needed to turn views and concerns into actual contributions to decision-making beyond information
sharing.

44, Innovative mechanisms and decision tools are gaining traction because of technological advances
as well as greater skill and openness in the actual use of such tools for participation purposes. The practical
deployment of new information and communication technologies has become a driving force of
customised internet platforms and applications and the function of ICT platforms has taken new and varied
dimensions as virtual meetings, internet-based platforms (social media, chat rooms, online fora), and
eVoting are more and more used. Efforts are still needed to generalise digital tools in water decision-
making and policy/project implementation, but in their various multi-lateral forms, ICTs are increasingly
being used by governments to help stakeholders better understand what they do. Increased data
transparency provides the basis for stakeholder engagement and collaboration in the creation of innovative
projects and policies. But web-based tools can raise some challenge regarding the digital divide between
developed and developing countries, rich and poor, and rural and urban areas.

45, The selection of stakeholder engagement mechanisms should be tailored to each context,
stakeholders concerned, policy goals targeted, and local needs. The different rationales that underlie
inclusive approaches imply that stakeholder engagement can be a goal in itself (normative-democratic
approach), a means to more efficient and legitimate water-related decision-making; and an instrument to
fulfil objectives that go beyond the water sector (e.g. empowerment of marginalised groups). These
objectives rely on different types of mechanisms and players. Decision-makers should tailor existing
mechanisms to specific categories of stakeholders. Indeed, young people, for instance, might be more
receptive to internet-based mechanisms such as social media and online discussion platform to share their
ideas, than to conferences that might require travel expenses they cannot always afford. Careful attention to
cultural habits, levels of education and material means is also needed to select the appropriate tool.
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Assessing effectiveness, costs and benefits of stakeholder engagement

46, There has been little evaluation of the effectiveness, costs and benefits of stakeholder
engagement in the water sector and at large, which can be explained by the relative novelty of cost-
effectiveness and cost-benefit analyses in the public sector. Evaluation has generally remained on an ad
hoc basis potentially because stakeholder engagement has often been carried out as an “ad-on” to
conventional processes or has often consisted in a “tick-the-box” approach to comply with existing
legislation and rules.

47. Assessing stakeholder engagement should not be considered as an end in itself but serve a
broader purpose of improving the process and its outcomes. It can strengthen the accountability of decision
makers, by measuring whether public and institutional resources, including stakeholders’ time and efforts,
are properly used. Evaluation can help determine whether the engagement process works well and learn
from experience to improve practice in the future. A robust evaluation can also be an effective form of risk
management. It can help to map out the different views at the start of a process and allow for recognition
and awareness of the potential challenges that the process may face (e.g. divergent perspectives regarding
flood defence measures between land planners, property owners and government authorities or regarding
water resource allocation between farmers, industries and environmentalist).

48. Evaluating stakeholder engagement can raise some difficulties. First, there is a lack of
comprehensive frameworks of agreed-upon evaluation methods and reliable measurement tools. Second,
there is a wide variety in the design and goals of engagement processes; therefore, evaluation frameworks
should be general enough to apply across different types of processes, yet specific enough to have value for
learning and practice. Third, stakeholder engagement is an inherently complex and value-laden concept;
hence there are no widely held criteria for judging the success and failure of engagement efforts both in
terms of process and outcomes.

49, More and more, stakeholder engagement promoters are using evaluation tools to measure the
success of their engagement efforts. Multi-stakeholder meetings help collect feedbacks on the level of
performance of engagement processes; evaluation reports allow analysing and keeping records of the
success and lessons learnt from engagement processes, and can, when publicly shared, shed light on the
use of stakeholders’ inputs. Other tools can provide information for assessing the engagement process,
such as levels of satisfaction, as it is the case of polls and surveys. Some categories of stakeholders (e.qg.
civil society) use evaluation mechanisms more often than others. Often, receiving feedback from customers
on a given stakeholder engagement process, particularly in terms of complaints, can be seen as something
to be wary of rather than fostered. However, complaints should not be seen as problems to be ignored,
dismissed or under-valued, but as useful warning signs that the process can be improved.

50. Indicators are increasingly advocated as a tool for measuring stakeholder engagement impact.
However, existing research calls for caution as they can be highly contentious, in theory and practice. It
can be argued that complex processes of social change should not be reduced to simple metrics, and the
process of defining indicators and analysing the implications of the results can be highly complex and
political. Some outcomes of engagement processes can be intangible (such as improved relationships or a
sense of empowerment) and both quantitative and qualitative indicators should be employed to review the
engagement process. Having said this, though indicators may be imperfect, they can certainly be
informative measurement of complex systems. Chapter 6 of the report suggests a set of indicators to assess
the effectiveness of stakeholder engagement along the 5 building blocks set out in chapter 1 (drivers,
mapping, obstacles, tools, evaluation).
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51. Transparent reporting to stakeholders on the results and outcomes of the engagement process is
essential to build support and trust. Reporting gives feedback to the participants on how their inputs have
been used into the final decision. It should not be only directed at the promoters of the engagement
process, or a supervisory authority, but also to the stakeholder involved. As such, it is more than an ex post
tool for the promoters of the engagement process but also a mechanism to involve stakeholders. Reporting
deserves consideration not only at the end of an engagement process, but also throughout. It can concern
the different stages of the water policy or project, from the way information is made accessible or how
stakeholders have been targeted and involved, to the amount of human and financial resources invested.

52. Evaluating the effectiveness of engagement process and outcomes can shed light on the
contribution of stakeholder engagement to better water governance. Measuring the impact of stakeholder
engagement on the various aspects of water governance can help identify where inclusive decision-making
is the most effective and helpful to reach the intended objectives. Evaluations can shed light on the
differentiated impacts of stakeholder engagement across categories of stakeholders. Depending on the
rationale behind, stakeholders perceive the benefit of engagement processes in different ways (e.g. support
effective implementation of policy and project, raise awareness, develop knowledge, help opinion forming,
build political acceptability etc.).

53. Costs of stakeholder engagement also need to be carefully assessed. Discussions, consultation
and exchange of opinions raise some costs, be they direct or indirect, monetary or not, that relate to
different phases of the engagement process whether they concern the production and disclosure of needed
information, operational expenses (facilities, travel, staff, overtime etc.), or opposition to the final
decisions and delays in decision-making or implementation.

54. The process of engaging stakeholders may be more costly than the total absence of consultation,
but by allowing testing and refining decisions, it is likely to yield short and long-term benefits. Short-term
benefits relate to the outcomes of engagement such as better quality decision-making, increased
willingness of stakeholders to collaborate to solve common water problems, or greater support for the
implementation of a water project or policy. Long-term benefits relate to improved understanding and
awareness on flood risks, more confidence in governments’ decisions, or capacity-building. Overall,
benefits can be clustered into four types: acceptability and sustainability (e.g. effective implementation,
proper enforcement of regulation, political acceptability, ownership of decision and outcomes); social
equity and cohesion (e.g. trust, confidence, customers’ satisfaction, corporate social responsibility);
capacity development (e.g. awareness-raising, information sharing, opinion forming); and economic
efficiency (e.g. cost saving, value for money, time saving, broader economic benefits as policy coherence,
synergies across projects).

55. Conducting evaluations on the costs and benefits of stakeholder engagement can provide the
evidence to guide effectively decision-making and policy/project implementation with tangible data and
analyses. Different costs and benefits accrue to different stakeholder groups at different times and require
managing trade-off to ensure successful engagement processes and outcomes. There is a dearth of
knowledge on the distributional impacts of stakeholder engagement. The danger is the potentially
inequitable distribution of the benefits of engagement.

56. An efficiency-enhancing engagement process, if successful, should deliver substantial benefits in
the long term. Yet, any change that brings about benefits to the society as a whole but has negative
consequences for certain groups may face opposition by the latter. If they have sufficient economic and
political power and are well-organised, the “losers” may succeed to slow down or block the change.
Failure from decision-makers to compensate the likely “losers” may reinforce opposition and increase
costs, both monetary and non-monetary (delays, conflicts). Careful consideration is also needed so as to
not compare costs and benefits stricto sensu. The investments needed for stakeholder engagement are
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rarely proportional to the benefits it creates. Often, costs of stakeholder engagement are short-term (e.g.
early and operational costs) while benefits may arise during the engagement, immediately after or in the
long term. Therefore, an engagement process considered as costly may still yield great long-term benefits
and therefore be worth investing in and conducting.

57. The sustainability of stakeholder engagement will not only depend on the net difference between
aggregate costs and benefits, but also on how they are distributed between stakeholders, and on
stakeholders’ willingness to bear them. Also, water policy reforms and large projects can induce important
adjustment costs, especially in the short term, while the benefits of such initiatives may only arise in the
long term. It is crucial to critically reflect upon the ratio of costs and benefits during engagement processes,
and determine the appropriate trade-offs related to this dual temporality.

Setting up the enabling environment: Key principles for policymakers

58. For engagement processes to be relevant a careful balance between what they try to achieve, the
resources they require, and whether they succeed in reaching the intended objectives is needed. Critical
aspects of governance should guide stakeholder engagement frameworks. First, equity. Fair access to
engagement opportunities is key to ensure a balanced and representative process that takes into account
diverse ideas and opinions. Second, transparency. Being transparent and open about the ways to identify
stakeholders, choose engagement mechanisms, and define the objectives pursued can help to raise interests
among stakeholders and develop an understanding of and support for the final decisions. Third,
accountability. It is not sufficient to provide platforms for stakeholder to share their ideas. Their inputs
need to be actually taken into account by decision-makers. Procedural transparency is key to ensure the
legitimacy of decision-making processes and their outcomes. Fourth, trust. Engagement processes may
bring together groups with opposing views, which do not always trust that their views will be taken into
account. Assuring participants that this is the intention of the process is important to ensure productive
discussions and exchange of opinion.

59. Governments at all levels have a critical role to play in setting the enabling environment for
result-oriented, effective and impactful stakeholder engagement. Although engagement processes cannot
be easily replicated from one context to another, the following principles can provide orientations to
encourage governments to set up the proper framework conditions for result-oriented stakeholder
engagement, and catalyse efforts for making good practices more visible.

1. Inclusiveness and equity. Map all those who have a stake in the outcome or likely to be affected,
their responsibilities, core motivations and interactions. Stakeholder mappings should be drawn in
relation to a specific issue. Such mappings should pay attention to newcomers, players outside the
water sector, and traditionally marginalised groups. This is critical to ensure that all stakeholders are
identified and properly involved throughout the policy/project cycle. Finding the right balance
between inclusiveness and empowerment of stakeholders is also important. Engagement processes
(and related mechanisms) need to accommodate the needs of stakeholders with varying levels of
interests and resources to ensure inclusivity and accessibility. Careful consideration is also needed
regarding the risks of potential consultation capture from over-represented categories, to the detriment
of unheard voices, as well as risks of prejudice regarding a particular category of stakeholders. Equity
between present and future generations in a perspective of sustainability should be promoted.

2. Clarity of goals, transparency and accountability. Define the ultimate line of decision-making,
the objectives of stakeholder engagement and the expected use of inputs. Clarifying the goals and
reasons for engagement is key to build mutual understanding of how stakeholders may be involved in
the process, and for stakeholders to provide quality contributions in line with expectations. Objectives
of stakeholder engagement can be contributing to the formulation of river basin plans at watershed
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level, service delivery, awareness-raising (e.g. on water costs, risks, future trends), auditing, risk
mapping, as well as performance monitoring. Whatever the purpose, it should be made explicit as well
as the authority responsible for decision and its willingness to take stakeholders’ ideas on board in
doing so to enhance confidence in the value of the process. Transparency and accountability in how
the engagement process is designed and implemented (e.g. stakeholder mapping methods, use of
stakeholders’ inputs) is crucial to improve credibility and legitimacy, and build trust among
stakeholders involved. Diligent work is necessary to ensure the engagement process is fair and
equitable and to reliably engage stakeholders.

Capacity and information. Allocate proper financial and human resources and share needed
information for result-oriented stakeholder engagement. Improving the overall contribution to
substantive discussions and decision-making requires access to information, technical expertise,
experience-sharing and funding in the right format and sufficiently on time (planning) to realistically
and effectively participate. Supporting two-way information-sharing through consistent and
appropriate communication channels, including web-based technologies, are key as is ensuring the
financial affordability of the engagement process to ensure the effective engagement of all having a
stake, convey accurate, trusted and accessible information to diverse sectors, foster opinion-forming
among stakeholders and build support to the process. The interpretation and application of these
resources and information require competences and capability development at all levels to enable
sustainable stakeholder engagement (e.g. skills, social learning).

Efficiency and effectiveness: Assess regularly the process and outcomes of stakeholder
engagement to learn, adjust and improve accordingly. Such evaluation and monitoring can resort
to fact-based and perception-based tools and indicators, and carried out by targets, promoters and/or
third parties. Public disclosure of results to increase accountability and provide insight on success in
reaching intended objectives and learn from experience to improve practice in the future. Evaluation
should not be limited to ex-ante and ex-post assessment but remain an on-going process throughout
the policy/project cycle. Stakeholder engagement can yield benefits in terms of resilience,
sustainability, cohesion, acceptability, capacity and efficiency. But it can also delay decision-making
and implementation and implementation, and generate different types of (monetary and non-
monetary) material, process, reputational and social costs. Assessing the costs and benefits of
engagement processes can help ensure that all interests, included those underrepresented, are
respected regarding the distribution of impacts, compensation and benefits. Mitigation measures are
needed to reduce costs, and set the right incentives while managing the dual short-term / long-term
temporality.

Institutionalisation, structuring and integration: Embed engagement processes in clear legal and
policy frameworks, organisational structures/principles and responsible authorities. There is no
water governance without governance at large. Similarly, there can be no effective stakeholder
engagement without proper incentives for bottom-up and inclusive policy making. A clear set of rules,
platforms and vehicles for doing so is critical to move from reactive to proactive and systematic
stakeholder engagement in the water sector. But institutionalisation per se is not the panacea and
raises risks of engagement “fatigue” and/or “capture” from over-represented categories to the
detriment of unheard voices. It should provide for the flexibility needed to adjust to place-based needs
and changing circumstances while fostering a change in the “mindset”, daily practices, professional
skills and culture of decision-making. Provisions for stakeholder engagement should be aligned
coherently and holistically across the water chain and policy domains related to water.

Adaptiveness: Customise the type and level of engagement to the needs and keep the process
flexible to changing circumstances. Stakeholder engagement tools and mechanisms work differently
across places, times, objectives, and stages of policy/project cycles. They should be tailored to each
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(geographic, socio-economic, cultural) context, type of stakeholder concerned, policy goal targeted
and place-based needs to accommodate varying levels of interest and resources from stakeholders and
consider other options as needs arise. Water governance systems are complex and in flux, where
change is dynamic and often unpredictable. Engagement processes therefore need to enable multiple
stakeholders to respond and adapt to the uncertainty. They should remain flexible to manage risks and
resilient to adapt to changing environments. Lessons can be learned from failure in engagement
approaches in terms of management of complexity and how to trigger fundamental change.
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Structure of the report
60. The report is structured around 7 chapters:

- Chapter 1 sets the scene in terms of i) how the topic of stakeholder engagement has gained
traction in the water agenda; ii) existing concepts and semantic discussions on terms related to
stakeholder engagement; and iii) the analytical framework used throughout the report;

- Chapter 2 identifies the critical factors driving stakeholder engagement in water governance
zooming on structural and conjunctural drivers specific or not to the water sector that have
triggered new rationales for further engagement process and inclusive decision-making, and
policy/project implementation;

- Chapter 3 maps traditional players, new entrants and under-represented stakeholders in water
governance and their respective motivations, reflecting on the importance of a systemic approach
in addressing connectivity and interrelations across stakeholders at the relevant scale;

- Chapter 4 diagnoses the obstacles hindering stakeholder engagement, looking particularly at the
barriers to the integration of engagement principles in water policies and practices, as well as those
impeding the effective implementation of engagement processes;

- Chapter 5 makes an inventory of mechanisms used to engage stakeholders in water policy and
projects, be they formal or informal and assesses their strengths and weaknesses;

- Chapter 6 assesses costs, risks, and benefits of stakeholder engagement;

- Chapter 7 proposes overarching principles, a checklist for public action and indicators for
policymakers at all levels of government to set-up the enabling environment for impactful
stakeholder engagement.

61. Based on the Survey results, 11 “stakeholder profiles” are also accessible at the end of the report
to shed light on the distinctive perceptions and experiences in water-related stakeholder engagement across
various categories of actors (annex A). Perspectives of parliamentarians, agricultural actors, trade unions
and the media are also provided in annex B, C, D and E.
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CHAPTER 1. SETTING THE SCENE

Introduction

62. There has been a general trend in public policy to move away from the old “top-down
hierarchical model” exerting sovereign control over the people and groups making up civil society, to
gradual involvement of public, non-state actors such as private and not-for-profit organisations and sectors
at different levels, from information-sharing to co-production of public policy. Such change has also taken
place in the water sector where the traditional role of “governments” as the single decision-making
authority in water policy has been replaced by multi-level, polycentric governance acknowledging that a
large number of stakeholders in different institutional settings can contribute to water management. It has
materialised in a proliferation of international hard and soft instruments for stakeholder engagement as
well as an extensive and diverse semantic in the literature on the topic.

63. Understanding how stakeholder engagement has evolved as well as the key concepts and
definitions that underlie it is therefore crucial to identify inherent challenges and relevant policy solutions.
This chapter enshrines the OECD analysis of stakeholder engagement in the water sector in the broader
policy trends and literature, and provides an overview of recent evolutions on the topic. It sets key
definitions and terms and describes the analytical framework suggested in this report as a diagnostic tool
for decision-makers to improve the contribution of stakeholder engagement to effective water governance.

1. Stakeholder engagement has become a rising topic in the water agenda
1.1. Water: a fragmented sector

64. To many extents, the water sector is more fragmented than other infrastructure sectors or natural
resources (OECD, 2011). Managing water involves a plethora of public, private and not-for-profit actors
from local, (sub-) basin, regional, national to international levels. Governments, citizens, end users, private
actors, donors and financial institutions, as well as infrastructure and services providers, all have a stake in
the outcomes of water policy and projects. In many countries, the allocation of roles and responsibilities in
water policy making is scattered across levels of governance. Inherently, the multiplicity of actors
represents a complicating factor for decision-making due to interests and concerns. There is generally not
one single actor that is powerful enough to control the course of the policy/project process and that can, in
isolation, determine the relevant reform agenda.

65. This over-segmentation justifies the need for engaging all players having a shared responsibility
in water management, and the adoption of effective co-ordination mechanisms. Different actors are likely
to be interested in different policy problems and the existence of such multi-actor complexity puts
additional demands on the decision makers, as they have to take into account the different problem
perceptions, interests and positions of the stakeholders. One of the ways to deal with this complexity is to
adopt effective policy instruments and embark on an iterative process together with stakeholders across the
water chain, related sectors and levels of government.

66. In addition, the water sector is affected by numerous external drivers and spills over many other
policy areas. The water cycle generates important externalities in domains that are critical for development,
including health, agriculture, land-use and spatial planning, poverty alleviation and energy, amongst others.
These policy areas tend to work in silo and further improvement is often needed in terms of consultation,
participation and coordination to engage stakeholders in a coherent, holistic and integrated way.
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1.2. A paradigm shift toward “open” decision-making and implementation

67. Governments and public governance are becoming increasingly open. As countries are still
coping with the far reaching consequences of the financial crisis, the public sector is facing acute
challenges in terms of fiscal pressure with increased demands from citizens to be more engaged in how
public policy decisions are made. In this context, the belief that trust, openness, integrity, and transparency
should lie at the heart of effective and performance-driven public sector for better and cost-effective public
services has been strengthened. The OECD defines open government as “the transparency of government
actions, the accessibility of government services and information, and the responsiveness of government to
new ideas, demands and needs” (OECD, 2005). These three building blocks are seen to support improved
evidence base for policy making; strengthened integrity; lower corruption; and higher trust in government.

68. OECD countries are responding to public policy challenges by increasingly engaging with
stakeholders to foster sustainable reforms. Trends have highlighted three strategies adopted by countries to
facilitate policy implementation: mobilising citizens and customers, with special attention devoted to target
groups (e.g. children, minorities, lower incomes); involving the private sector, civil society (NGOs) and
academia in the provision of public services, experience-sharing and innovative solutions; and engaging
with public authorities at different levels, especially through partnerships with regional or local
governments to guarantee quality service delivery (OECD, 2010).

69. The open government agenda is transforming how governments conduct their affairs. An
increasing number of countries have adopted laws on access to information. Independent oversight and
enforcement bodies such as Supreme Audit Institutions, Ombudsman Offices, or Information
Commissioners have also played an increasing role to ensure that public authorities comply with their
duties in relation to transparency and accessibility. In this context, governments are searching for ways of
making public services more responsive to public needs, through consultations and other forms of
stakeholder engagement.

70. In the water sector as well, the topic of stakeholder engagement has gained attention in the global
arena. For the past twenty years, all World Water Fora have highlighted the critical role of multi-actor
partnerships (Marrakech, 1997), participatory approaches (The Hague, 2000), alliances, networks and
dialogues (Kyoto, 2003), coordination across levels of government (Mexico, 2006), the critical role of
vulnerable and marginalized groups (Istanbul, 2009) and the need for multi-stakeholder platforms to
support the effective management of water resources and services (Marseille, 2012)>.

71. In that context, international (hard and soft) instruments have proliferated. They range from the
1992 Rio Declaration on Environment and Development, which introduced the emerging public
involvement norms, to the Agenda 21 that same year which envisaged public involvement in developing,
implementing and enforcing environmental laws and policies, including management of freshwaters. More
legislation, at regional levels, has elaborated on these principles. The 1998 United Nation Economic
Commission for Europe (UNECE) Aarhus Convention on Access to Information, Public Participation in
Decision-making and Access to Justice in Environmental Matters (or the “Aarhus Convention™) has
become a global guideline. It emphasizes three areas — transparency, participation and accountability — for
which it establishes minimum requirements for the 39 signatory countries to incorporate into their laws and
institutions. The Convention relies on enforceable rights of citizens, including procedural rights and the
human right to a healthy environment. It was followed by the adoption of other regulations assimilating
similar participatory principles, notably at EU level. For instance, the Directive 2003/4/EC calls for public
access to environmental information, while the Directive 2003/35/EC mandates public participation in

2 See the Synthesis report of Target 1 Stakeholders’ engagement for effective water policy and management as
prepared by the Good Governance core group for the 6™ World Water Forum (Marseille, 2012)
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respect of the drawing up of certain plans and programmes relating to the environment and amending with
regard to public participation and access to justice. Similarly, Article 14 of the Water Framework Directive
requires member states to encourage the active involvement of interested parties in the implementation of
the Directive.

72. The increasing attention to stakeholder engagement in the water sector has followed a general
paradigm shift in public management and broader dynamics in development and governance (Mollinga,
2010). Governance has become a backbone of effective policymaking, especially since the 1980s when the
role of the State started to be questioned. This paved the way to greater democratisation, decentralisation
and forms of polycentric governance, relying on the premise that self-governed communities will first try
to seek out commonly acceptable solutions and participating in their implementation, rather than to rely
solely on top-down or command and control governmental decisions.

73. Trends and trajectories more specific to the water sector have also influenced inclusive
approaches to water governance (see Chapter 2). During the 1990s, the political agenda moved from
“technical” supply-driven and infrastructure-led solutions towards greater water demand management,
emphasising the crucial role of institutions as well as economic and social instruments for a mutually
reinforcing “31s” triangle (infrastructure, institutions and investment) (OECD, 2011). The generalisation of
the concept of integrated water resources management (IWRM) introduced the broader issue of co-
ordination across different interests, sectors and levels.

74. There is no water governance without proper governance at large. Similarly, there cannot be
effective stakeholder engagement in the water sector, if there is no broader framework for bottom-up and
inclusive policymaking outside the sector. Water governance is a dynamic concept referring to who
does/gets what, when and how. It encompasses political, institutional and administrative rules, practices,
and processes through which stakeholders articulate their interests, their concerns are considered, decisions
are taken and implemented, and decision-makers are held accountable in the development and management
of water resources and delivery of water services (OECD, 2011).

2. Key definitions and insights from the literature

75. The extent to which stakeholders participate in their own governance is a fundamental dimension
of governance itself. The task of navigating systems shaped by social, economic and political power
differentials makes engagement central to institutional experience. Elinor Ostrom’s approach of
institutional analysis demonstrates that solidarity-based economies are promising alternatives to traditional
state-centred “‘command-and-control” economic solutions to pressing social and ecological problems
(Ostrom, 1990; 2010). It identifies stakeholder engagement in institutional management as an important
factor in determining whether institutions will be effective and enduring, in particular from an
informational and problem-solving perspective. Hence, engagement processes lift information about
intentions and actions of others actors which reduces uncertainties and contributes to coordination and
trust-building. Institutional analysis also considers that local knowledge provided by engagement at
community-level can lead to better-informed institutional design and economic solutions to solve
community problems.

2.1. From public participation to the broader concept of stakeholder engagement

76. Recent years have seen an evolution in water debates from the notion of “participation” to the
concept of “engagement”. Participation typically refers to the involvement of individuals and groups in the
design, implementation and evaluation of a project or plan (Brown and Wyckoff-Baird, 1992; Yee, 2010).
Engagement is an “umbrella” term that broadly refers to an organisation’s efforts to ensure that
individuals, groups, and organisations have the opportunity to take part in the process of decision-making
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(including implementation) that will affect them, or in which they have an interest. It embraces a broader
range of inclusive processes, with different intentions and different inputs to the decision-making process.
Indeed participation does not necessarily entail that those attending are influencing the decision-making
while engagement is characterised by meaningful inputs to the process. In other words, participation is a
level of engagement, amongst others.

77. A distinction is also necessary between public participation and stakeholder engagement.
According to Smith (1983), public participation encompasses a range of procedures and methods designed
to consult, involve, and inform local communities and citizens (i.e. the “public”). For example, in the water
sector, the “public” would essentially encompass civil society (e.g. in the formulation of river basin
management plans) and customers (e.g. in improving the quality and accountability of water and sanitation
services). Stakeholder engagement opens a broader perspective of inclusiveness that goes beyond civil
society and end users and reaches out to other groups of actors, within and outside the water sector, in
activities related to planning, decision-making, implementation, monitoring and evaluation. Stakeholder
engagement therefore also encompasses different levels of governments (multi-level governance), the
private sector (water stewardship), regulators, service providers, donor agencies, investors, civil society in
its different forms (e.g. citizens, NGOs, users’ movements, etc.) and other relevant constituencies.

2.2. Typologies of engagement
2.2.1. Literature insights

78. The literature reveals that the concept of stakeholder engagement means different things for
water use, water management and water governance. For water use, engagement primarily refers to access
(sufficient quantity and good quality); for water management, it entails involvement in operational, on-the-
ground functions (distributions, infrastructure maintenance, quality monitoring); while for water
governance, it refers to implementation, including the contribution to decision-making. Water governance,
next to water use and water management, is found at all levels, from international to local, and for all types
of stakeholders, from governments, to private sector, to civil society. Also, philosophers and socio-political
theorists have investigated and forged founding concepts that relate to stakeholder engagement.
Habermas’s research on democratic communication (1989) points to institutional criteria that are
preconditions for the emergence of public spheres, including inclusivity, common concerns and the
disregard of social status. In his research on organisational behaviour, Steers (1979) worked on the
measurement of organisational commitment which he defined as the relative strength of an individual’s
identification with and involvement in a particular organisation. He found that this involvement involves
an active relationship with the organisation such that individuals are willing to give something of
themselves in order to contribute to the organisation’s well-being.

79. Various typologies of engagement and participation have been discussed in the literature (box 1).
A well-known categorisation is the “ladder of citizen participation” developed by Arnstein which identifies
eight levels or “rungs”, ranging from manipulation (the lowest in the group of non-participation steps) to
citizen control (the highest step and highest degree of citizen power) — showing that there is a significant
gradation of citizens participation (Arnstein, S. R., 1969). It has served as a starting point for discussion on
citizen participation but has also been deemed obsolete and debatable for considering participation as an
end in itself rather than a means (Wehn, U. and Evers, J., 2014). Since then, other typologies have arisen
such as Pretty’s “typologies of participation” (1995) Fung’s “democracy cube” (2006), and more recently
UNDP Water Governance Facility/SIWI/WIN’s levels of engagement (2013).
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Box 1. An overview of participation and engagement typologies

Since Arnstein proposed the “ladder of participation”, which categorises participation according to the level of
participants’ involvement in the decision-making process, researchers have recognised that different levels of
engagement exist, from passive (for example, receiving information) to active (for example, contributing to plans and
decisions in various ways).

Pretty’s typology (1995) suggests a normative classification of participation going from ‘bad’ forms of participation —
“manipulative” participation and “passive” participation subsequent to decisions that have already been taken — to
‘better’ forms, such as participation by consultation. ‘Functional participation’ captures the form of participation that is
most often associated with “efficiency” arguments: people participate to meet project objectives more effectively and to
reduce costs, after the main decisions have been made by external agents.

Fung (2006) went further and described various approaches to participation through a “democracy cube” which is
based on axes of authority and power; types of participants; and communication and decision mode. He suggests that
it can be used to inform institutional design choices for public participation planning initiatives.

More recently, the User's Guide on Assessing Water Governance (UNDP Water Governance Facility, SIWI, WIN,
2013) provides a typology of 5 forms of engagements: i) owners of the initiative (i.e. stakeholders provide the
necessary monitoring and evaluation) ; ii) partnerships (i.e. institutions, organisations and citizen fora collaborate in
policy development and implementation) ; iii) representation (i.e. stakeholder preferences are represented in the
management of the project); iv) consultation (i.e. institutions, organisations, citizens and stakeholders are engaged in
dialogue and networking) and v) information and awareness (i.e. ‘participation’ is minimal and mainly passive, in the
form of educational initiatives, training of staff, etc.)

2.2.2. OECD terminology and typology of levels of engagement

80. In this report stakeholder engagement is defined as the process by which any person or group
who has an interest or stake in a water-related topic, may be directly or indirectly affected by water policy,
and/or have the ability to influence the outcome positively or negatively, are involved in the related
activities and decision-making and implementation processes (see further key definition in box 2). This
report deliberately focuses on those forms of stakeholder engagement where governments have a role to
play in terms of setting the enabling environment and framework conditions. Nevertheless, there are plenty
of self-organised forms of engagement where decision-makers/public authorities are not the party
facilitating or allowing stakeholder engagement, which rather emerges from a bottom-up perspective.

Box 2. Key definitions

Water governance: Water governance is about who does/gets what, when and how. It encompasses political,
institutional and administrative rules, practices, and processes through which stakeholders articulate their interests,
their concerns are considered, decisions are taken and implemented, and decision-makers are held accountable in the
development and management of water resources and delivery of water services®.

Stakeholder: Person, group or organisation who has an interest or stake in a water-related topic, may be directly
or indirectly affected by water policy, and/or have the ability to influence the outcome positively or negatively

Engagement Process by which stakeholders are involved in the water-related policy/project processes and
activities to ensure effective water governance. Engagement process can happen at different stages of an initiative
(design/conception, development, implementation, evaluation, etc.) and can have different objectives, from information
production and sharing, to co-production and co-decision. Furthermore, engagement can take various forms
depending on the degree of involvement of stakeholders.

Inclusiveness: Extent to which engagement processes involve stakeholders from diverse backgrounds and take
into account their needs, assets and perspectives into the design and implementation of water policies and projects.
Promoters: Conveners and facilitators who set-up engagement processes to gather stakeholders around a given

® Recent attempts at defining water governance are much in line this definition. For example, Megdal et al (2014)
define groundwater governance as the overarching framework of groundwater use laws, regulations, and
customs, as well as the processes of engaging the public sector, the private sector, and civil society. It may
involve coordinating administrative actions and decision-making between and among different
jurisdictional levels.
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project, reform or policy.

Targets: Institutions, groups or individuals for which decision-makers set-up engagement processes, with various
intentions: to inform and educate them; to consult them for harnessing their knowledge and opinion; or to partner and
co-decide with them in order to take joint decisions or actions.

81. The typology suggested in this report (figure 1) distinguishes 5 levels of stakeholder engagement
depending on the processes and the intentions they pursue. The first level is communication, which intends
primarily to share information and raise-awareness but implies that engagement is mostly passive, i.e.
stakeholders are provided with information related to a water policy or project but not necessarily with the
opportunity to influence finale decisions. The typology incrementally progresses up to the level of co-
production and co-decision which corresponds to more intensive decision-making where stakeholders
exercise direct authority over. Stakeholder engagement is therefore a multi-faceted exercise which various
progressive levels imply different forms and intensity of stakeholder engagement.

Figure 1. Levels of stakeholder engagement

Co-decision & co- Balanced share of power among
production stakeholders involved
Pannerships Agreed-upon collaboration between stakeholders

Characterised by joint agreement

) Structural level of engagement with the objective to develop
Representation collective choices

Often embedded in organisation’s structure

Provide opportunities to take part in the policy/project process

Participation Does not entail that participants have an influence over decision-making

Gather comments, perception, information, and experience of stakeholders

Consultation No obligation to take views of stakeholders into consideration in the final outcomes

Make water-related information and data available to other parties

Share information unilaterally, bilaterally or multi-laterally

Make targeted audience more knowledgeable and sensitive to specific water issue
Encourage stakeholders to relate to the issue and take action

Communication

PROCESS INTENTION

Communication

82. Communication represents the first level of engagement. It intends to make water-related
information and data available to other parties. Sharing information can be done through a number of
channels, from traditional and social media, to meetings, workshops or platforms specific to the sector such
as water information systems. In the majority of cases, stakeholders who participate in engagement
processes for information sharing do not put forward their own views. Instead, they participate as
spectators who receive information about some policy or project.

83. Sharing information can be done unilaterally, with one organisation releasing water data to a
number of receivers (e.g. through newspapers, websites, etc.); bilaterally, with two entities agreeing to
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mutually share information (e.g. two river basin organisations sharing data on neighbouring river basin or
aquifers likely to affect one another); or multi-laterally when different types of stakeholders come to an
agreement to share data related to a common topic or issue (e.g. a municipality, a local service providers
and consumers for what regards water service coverage, performance or tariffs).

84. Communication also aims to raise awareness. Generally, it consists in an organisation dialoguing
with other entities with the goal to make the targeted audience more knowledgeable and sensitive to a
specific issue, such as water quality or flood risk. In the majority of cases, awareness raising starts with
sharing information as tangible data are key to understand about the issue at hand as and grasp their
magnitude. Engagement processes for awareness-raising can take the form of public campaigns,
educational initiatives, or training of water professionals (box 3).

Box 3. Initiatives towards greater awareness-raising

In the Netherlands, Dutch citizens face a critical awareness gap whereby they take current levels of safety for granted.
This is explained by a high degree of trust in public authorities and the absence of a major flood disaster in the last 60
years (in a country that has 60% of its territory in floodable areas, of which a considerable part is below sea level). A
symptom of this is the low voting turnout for the elections of Dutch water authorities every four years. Citizens have to
elect officials of regional water authorities in charge of managing water, including for flood defence, while being
unaware of their practical duties and roles. The resulting low participation levels during elections call into question the
legitimacy of elected officials. In order to get a better sense of how much the public knew about water issues, to fill-in
existing gaps and to motivate a cultural shift across stakeholders, and particularly the public, the regional water
authority of Rijnland decided to design its new working programme and policy plan for 2015-2021 jointly with
stakeholders in the area, including citizens. Targeting specifically the latter, a survey was carried out to assess their
knowledge on water, their positions regarding certain water issues, and their willingness to participate further in
decision-making. Results were used to set up an online participation platform to help people be more familiar with the
roles and responsibilities of the regional water authorities, facilitate discussion on important issues, and encourage
new ideas. A large congress took place in June 2014 and gathered citizens as well as other stakeholders (e.qg.
environmental organisations, municipalities, etc.) which outcomes are currently being considered for inclusion in the
draft policy plan.

In Portugal, the « Water Heroes » project aimed at raising awareness on efficient water use, in particular among
students. The project started in 2012 in the Beja region and was led by the local water and sanitation provider (EMAS).
It aimed to foster environmental awareness through teaching materials tackling the description of the water cycle,
information on water contaminants, consumption of treated water, tips for saving water, as well as presentation of the
environmental and economic value of water. To stimulate research among students, the project also launched two
contests inviting new ideas and a pilot project on efficient water use to be submitted to encourage innovation,
originality and applicability. Twenty-nine schools were targeted in the first year of implementation, reaching over 2300
students. As the project enters its third year, the service provider continues to receive invitations to organise visits
within and outside the school community.

Sources: Case studies submitted by the Dutch water authority of Rijnland and EMAS.

85. Communication processes aiming to raise awareness can allow stakeholders participating to
explore develop and even transform their opinions, preferences and perspectives. These processes exert a
communication influence on stakeholders who are moved by the reasons, conclusions or by the probity of
the process itself (Fung, 2006). Awareness represents a further step from sharing information. It is what
makes stakeholders relate to an issue, realise how it can be significant for them and therefore take action.

Consultation

86. Consultation aims at gathering comments, perceptions, information, advice, experiences and
ideas of stakeholders. The process is often initiated by decision makers looking for insights and views from
the stakeholders involved or likely to be affected by the outcomes. Consultation often takes place during
meetings where a given reform, policy, or project is explained and institutions, organisations, and citizens
engage in a dialogue to share their opinions, but it can also take the form of written contributions (box 4) or
votes (e.g. referendum, surveys).
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Box 4. Code of practice on written consultation for the EU Water Framework Directive

According to Article 14 of the EU Water Framework Directive, consultations with the public should be carried
throughout the different steps of development of the River Basin Management Plans (e.g. time table and work
programme for the production of the Plan, interim review of significant water management issues, draft Plan, etc.).

The Directive specifies that documents, analyses and measures should be made available for written comments by the
public (e.g. in paper form, by mail or via e-mail). Additionally, other ways of consultation can be considered such as
interviews, workshops or conferences. During these meetings, major issues are presented and the invited stakeholders
are asked to give their perception, knowledge and ideas on the specific issues.

Codes of practice on written consultation were developed as part of the WFD Common Implementation Strategy:

1. Timing for the organisation of consultation, apart from the dates mentioned by Article 14, should be built into
the planning process for a policy or service from the start;

2. It should be clear who is being consulted, about what questions, in what timescale and for what purpose;

3. The documents which are subject to consultation (timetable, work programme, draft copy of river basin
management plan) should be as simple and concise as possible (including a summary of 2 pages of the
main questions it seeks views on). Summaries for a broader audience should be prepared;

4. The documents should be made widely available, with the fullest use of electronic means and effectively
drawn to the attention of all interested groups and individuals;

5. Anyone with an interest has six months respond to the documents;

6. Responses should be carefully and open-mindedly analysed, and the results made widely available, with an
account of the views expressed, and reasons for decisions finally taken;

7. Departments should monitor and evaluate consultations, designating a consultation coordinator who will
ensure the lessons are disseminated.

Source: Working Group 2.9 — Public Participation, (2003), Common Implementation Strategy for the Water Framework Directive
(2000/60/EC), Guidance Document No 8, Public Participation in Relation to the Water Framework Directive, European Communities

87. The use of information gathered during consultation process often remains at the discretion of the
entity that initiated it. In most cases, there is no obligation to take the views of the audience into
consideration when subsequently amending plans, making decisions, or setting directions and little
attempts are made to translate the views and preferences of stakeholders consulted into a collective
decision. In most consultation meetings, decision makers commit only to receiving the testimony of
participants and considering their views in their own deliberations.

Participation

88. Participation means that stakeholders are associated with the decision-making process and take
part in discussions and activities. For promoters of participation, the aim is often to improve transparency
in decision making and the strengthened the foundation of the choices and decisions to be made. However,
the level of influence granted to stakeholders involved in a participation process varies from one situation
to another, and they do not necessarily have a say over the final decisions.

Representation

89. Representation is a more structural and institutionalised level of engagement. It attempts to
develop a collective choice by aggregating preferences from various stakeholders. It often consists in
having stakeholders’ perspectives and interests officially represented in the management of a project or of
an organisation. Engagement through representation allows stakeholders to explore and deliberate between
what they want as individuals and as a group, in order to find the best available alternative to advance joint
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preferences they have, be it preserving the quality of a water body or improving the performance of water
services.

90. In the case of a water project, representation can take the form of a supervising committee or an
advisory board composed of different types of stakeholders that are involved in the various aspects of
design, development, implementation and evaluation and that have a say in the strategic and operational
orientations of the project. It can also be embedded in an organisation’s structure when the board of a
company or the steering committee of an institution includes representative of various categories of
stakeholders. For instance, most river basin organisations have their councils composed of representatives
from the government, water users and civil society participating in water strategies and plans.

Partnerships

91. Partnerships are the next formalised level of engagement. They consist of agreed-upon
collaboration between institutions, organisations or citizen fora to combine resources and competencies in
relation to a common project or challenge to solve. Partnerships can take place at various scales, from
inter-local partnerships between municipalities or service providers to make water service provision more
efficient and sustainable, to more global ones aiming to bring innovation and leverage investment in water.
Partnerships are often characterised by a joint agreement of the stakeholders involved to share the risks and
the benefits (box 5).

Box 5. Public-public partnership for information-sharing on drinking water quality

Responding to the “right to water” call of the European Citizen Initiative, a memorandum of understanding was signed
on 21 March 2014 between Gruppo Cap (the water service provider of the province of Milan), 132 municipalities
(including Cernusco sul Naviglio , Ossona, and Trezzo sullAdda), the Province of Milan’s government, the Milan
Province ATO as well as civil society organisations and citizens committees to disseminate more information on water
quality to the public and therefore increase transparency and accountability regarding water service provision in the
region.

All stakeholders involved had the opportunity to contribute to the choice of parameters to be published and the online
database was launched in July 2014. For example, people can access the platform, select their municipality on a map
of the region of Milan and access information on water consumption level in their city, the quality analysis and origin of
the drinking water they are provided (from well water or surface sources channelled through aqueducts) as well as the
methodology used by the laboratory carrying out the quality analysis. It is also possible to compare all data with
statutory requirements. In addition, they have access to information on the local geology, water treatment techniques
and ecological status of neighbouring aquifers.

The platform is accessible on the websites of all stakeholders involved in the project and the data is periodically
reviewed and up-dated.

Source: Case study submitted by Gruppo CAP

Co-production and co-decision

92. Co-production and co-decision are the ultimate levels of stakeholder engagement as they are
characterised by a balanced share of power over the policy or project decision-making process. This form
of engagement tends to challenge existing organisational values and practices in the sector, and can have
positive implications for accountability (see the example of Adelaide in box 6). In the OECD region, it has
been proven that co-decision and co-production in public services (though still in developmental stage in
many countries) have led to cost reductions, better service quality and improved user satisfaction (OECD,
2011b).
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Box 6. Laying the foundations for co-management

In 2011, after a procurement process of over 2 years, the Allwater Joint Venture (Transfield Services, Suez
Environnement & Degremont) and SA Water, the South Australian Government-owned water utility, entered a 10-year
Operations & Maintenance Alliance contract.

An alliance contract is a co-operative model aiming to create a better alignment of objectives between parties
involved. Differing from a traditional PPP contract, an Alliance offers an integrated governance and team. It is based on
the principles of sharing risks, profits and losses (win/win — lose/lose contract), transparency/“open book”, shared
governance, no blame/no dispute, cooperation, trust and co-construction upstream from the project. This reinforces the
joint responsibility for delivering the works against predetermined performance targets.

The full benefits of an alliance can only be achieved with an adequate procurement process that stresses the
alignment of objectives, co-construction, transparency, trust and cultural alignment, aimed at building acceptability and
ownership of the project from the start. The procurement process emphasises leadership and ownership play an
important role in the efficiency and success of the contract.

SA Water is about to undertake a contract review looking at the first three years. As a client, SA Water has
regularly reported its satisfaction with the relationship it has with Allwater, the value-added of initiatives undertaken by
Allwater and the flexibility that the contract model has provided.

Alliance contracting fosters good governance and ensures progress of key operational performance indicators as
well as a good budgetary control. It introduces significant changes of culture by focusing more in responsibilities,
developing collaborative working relationships and creating a culture focused on achievement to improve business
performances.

Source: Case study submitted by Suez Environnement

93. Co-production approaches can generate creative policy responses enabling governments to
provide better public services in times of fiscal constraints (OECD, 2011b). In water and sanitation service
for instance, co-production with customers can help tackle service failures and reduce costs for the public.
Successful co-production and co-decision depend on having the right mix of leadership, capacity (e.g.,
technology, peer support) and incentives (e.g. recognition, awards) to ensure that all stakeholders buy into
the change process, and to guarantee value for efforts. Co-production and co-decision transform the
relationship between stakeholders, enabling each of them to take more control and ownership, and
contributing to aligning policy or project outcomes with their aspirations and needs.

2.3. Targets and promoters of engagement

94. Roles and responsibilities vary when considering stakeholder engagement, as do judgments and
perceptions. There is a distinction between the two possible roles that a given institution can play in
engagement processes - as “target” or “promoter” - knowing that in many cases institutions play both roles,
sometimes at the same time (figure 2).

Figure 2. The dual role of stakeholders in engagement processes
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95. Targets are institutions, groups or individuals for which decision-makers set-up engagement
processes, with various intentions: to inform and educate them; to consult them for harnessing their
knowledge and opinion; or to partner and co-decide with them in order to take joint decisions or actions.
Targets can be either passive — for instance when their contribution only consists in being targeted by an
educational campaign on water issues — or active, when the engagement processes requires that they attend
meeting, take part in reflection and brainstorming, and share responsibility of the outcomes — for instance
when they are members of a river basin committee deciding over the river basin management plan.

96. Promoters are the conveners and facilitators who set-up engagement processes to gather
stakeholders around a given project, reform or policy. Promoters set the incentives and provide the
platforms. They also determine the rationale for the engagement process, identify and target the
stakeholders they wish to involve and provide the framework in which the engagement process takes place.

97. Considering the perspective of targets and promoters is crucial to assess engagement processes
exhaustively. As some define the framework within which the others intervene, targets and promoters can
pursue different objectives, encounter different bottlenecks, and require different mechanisms or different
conditions to effectively contribute and/or set-up inclusive decision-making. Looking at both points of
view can therefore help to better align the objectives that targets and promoters aim to achieve and
processes for doing so. Because the OECD’s ultimate goal is to advisegovernments to design and
implement better policies for better lives, this report primarily investigates the perspective of promoters in
stakeholder engagement to provide them with guidance to set up the enabling conditions for outcome-
oriented stakeholder engagement. But the views of targets of stakeholder engagement are also reflected
throughout the report and in the Survey’s results.

2.4. Structural vs. issue-based engagement

98. Inclusive decision-making in the water sector can be limited to a once-off exercise for a
particular policy process or project, or can be part of a systematic inclusive governance approach by a
government or organisation. The different degrees of “formality” that can exist in stakeholder engagement
imply different requirements (e.g. resources, support, skills) and different results in terms of how effective
engagement is in reaching expected outcomes.

99. Overall, stakeholder engagement has remained mostly incidental in the water sector (i.e. water
policies). The flexibility associated with project- or issue-based stakeholder engagement has made it a
preferred option for many decision makers rather than engaging in more systematic inclusive approaches,
apart from noticeable exceptions (e.g. historical “Polder approach” in the Netherlands for consensus-
building). It consists in setting-up ad hoc mechanisms such as workshops, hearings, panels or campaigns to
gather stakeholders around a specific issue. These engagement processes are often time-bound, limited in
scope and related to the modalities of a specific water project or policy process. They require just enough
human and financial resources to sustain the process but often end conjunctly with the implementation or
evaluation of the project or policy.

100. Stakeholder engagement processes have been reactive rather than proactive. They tend to be a
response to a need or obligation, such as to comply with regulatory frameworks on the topic, or during
crisis and emergencies (droughts, floods, economic crisis etc.) rather than carried out on a voluntary basis.
Efforts are still needed to develop stakeholder engagement on a more systematic basis in decision-making,
with clear objectives, in order to embed stakeholder engagement into the ways of managing water.

101. However, there has been some progress to move towards more structural forms of stakeholder

engagement in the water sector. New legislations, guidelines and standards at various levels related to
public participation and stakeholder involvement have spurred the emergence of more formalised forms of
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stakeholder engagement, embedded in organisations’ overarching principles and policy (box 7).
Increasingly, public authorities, service providers, regulators, basin organisations or donors have included
requirements for co-operation, consultation or awareness-raising into their operational rules and
procedures, either because of legal requirements or on a voluntary basis.

Box 7. Institutionalised stakeholder engagement
The Dutch Delta Programme

The Delta Programme is a joint endeavour between the ministry of infrastructure and environment, provinces,
municipal councils and regional water authorities, in close co-operation with social organisations and business. It was
created in 2010 with two priority goals protect the Netherlands against flooding and ensure freshwater supply over the
next 100 years. Stakeholder engagement within this programme has, for example, led to customisation in the
strategies and the commitment of several at a regional (within the sub programmes) and national level.

The implementation of the Delta Programme consists of a series of short- and long-term flexible projects to be carried
out up to 2015 and beyond. Building on multi-stakeholder dialogue, and technical calculations and assumptions,
several “decisions” structure the Delta Programme and provide direction for the measures to be taken in terms of water
safety (standards, strategies), freshwater strategy, water levels, protection of the delta, and spatial adaptation.

The Delta Act on Flood Risk Management and Freshwater Supplies came into effect in January 2012 as an
amendment to the Water Act. It is the backbone of the Delta Programme and mandates a Delta Commissioner,
appointed by the government, to lead the Delta Programme and submit a yearly proposal for action to the Cabinet, in
consultation with the relevant authorities, social organisations and the business community. An annual report provides
an overview of all measures, facilities, studies and ambitions related to flood risk management and freshwater
supplies. The Delta Act also enshrines a Delta Fund to finance the implementation of the Delta Programme and related
projects and reduce the risk that too much or too little is invested in water safety and freshwater supply.

The third Delta Programme currently being implemented focuses on the implementation of the Delta Decisions with
programmed measures, facilities and studies for the next six years, in line with the Delta Fund budget, studies and
progress reports.

The Chesapeake Bay Programme

The Chesapeake Bay Program was created in 1983 in the United States with the objective to reduce the amount of
nutrients entering the Chesapeake Bay - primarily nitrogen and phosphorus. It operates under the supervision of the
U.S. Environmental Protection Agency, which funds and coordinated the Program.

Partners involved in the program include federal and state agencies, local governments, non-profit organisations and
academic institutions. They operate under an agreement that sets out a clear set out outcomes, and time-bound and
measurable targets to contribute to achieving restoration and protection of the Bay watershed.

The Program is organised into committees, goal implementation teams, workgroups and action teams. The
ChesapeakeStat website was created to foster coordination among partners and improve government accountability. It
reflects the Bay Program’s continuous process of analysing data to assess progress towards the set restoration goals,
visualise data, identify priorities and reveal funding gaps.

The Chesapeake Bay Program's Executive Council and the Federal Leadership Committee for the Chesapeake Bay
have called for an adaptive management strategy in coordinating and, where appropriate, integrating the goals,
outcomes, and actions of the Program with the goals, outcomes, and actions described in the Executive Order
Strategy. The Executive Council agreed in July 2011 to update the commitments of the Chesapeake 2000 Agreement.
A stewardship funding was also set up and is a critical component to a comprehensive Bay restoration strategy.

Source: Cases submitted by the US Environmental Protection Agency and by the Delta Programme Commissioner

102. In the private sector in particular, more and more companies have embraced corporate social
responsibility and have adopted formal ways of engaging stakeholders (OECD, 2001). Implementing social
responsibility has been facilitated through standards and common codes of conduct. While business
themselves have set guidelines (box 8), governments have also played a role in defining common rules.
The OECD Guidelines for Multinational Enterprises, adopted in 1976 and revised in 2011, comprise
recommendations from 42 OECD and non-OECD governments to multinational corporations covering
issues such as humans’ rights and environmental protection. They give greater attention to consumers’
rights and calls on companies to provide accurate and clear information on products and to effectively
address consumer complaints.

36




Box 8. Stakeholder engagement in corporate social responsibility

In 2010, Tractebel Energia, a large energy generator in Brazil, launched several projects throughout the country to
protect river sources in regions where power plants are implemented (e.g. Chopinzinho and Rio Bonito do Iguagu). The
company’s corporate social responsibility programme includes priorities in cultural development, social inclusion, and
environmental improvement. Tractebel Energia stakeholder engagement policy established proceedings adopted by its
representatives and affiliates as part of the development, implementation and operational stages of power plants.

In the case of the river source protection projects, the company encourages stakeholders such as municipalities, youth
associations and the Rotary Club to participate in fora at the company’s headquarters and power plants. The objective
is to build knowledge on river protection practices, water quality levels and standards. Stakeholders living or working
need river sources can then be trained to operate river source protection systems and obtain measurements of water
quality parameters. These engagement efforts contribute to the sustainability of river source protection measures and
have received international recognition with the American Commerce Chamber of Brazil award and the Expresséo
Ecologia Magazine Award both in 2013.

Source: Case study submitted by Tractebel Energia S.A

103. Shifting from an issue-based to a structural form of stakeholder engagement raises some
challenges for decision makers. Formalising, or even institutionalising collective decision-making related
to water issues requires strong leadership commitment with clear objectives and strategies (e.g. to prevent
capture of engagement processes). It also implies securing the needed financial and human resources at the
appropriate levels to sustain the engagement process. Formal stakeholder engagement, even more so than
informal engagement, requires the appropriate skills to set-up the process, facilitate it and ensure its
expected outcomes. Dedicated staff needs to be trained in terms of mediation, communication, use of
technologies, etc.

2.5. Progress in water resources vs. services management

104. Overall, more progress has been made to engage stakeholders in water resources management
than for water services delivery. Legislation on inclusive decision-making enacted in the last decade
mostly related to surface and groundwater quality and quantity. This translated into more formalised or
institutionalised stakeholder engagement for managing water resources, for example through the creation
of river basin organisations and their fora. These guidelines and legislation, in the backdrop of greater
water scarcity and competing water demands, have triggered important reforms and incentivised
stakeholder engagement as a key pillar for water resources decision-making and planning.

105. Since the Dublin Principles, stakeholder engagement related to water resources management has
been enshrined in the concept of Integrated Water Resources Management (IWRM). In particular, principle
n°2 states that “water development and management should be based on a participatory approach,
involving users, planners and policy-makers at all levels”. It introduced a transition from top-down
approaches to stakeholder-driven approaches, from command-control to more cooperative and distributive
forms of water governance (GWP, 2003). The EU WFD also introduced prescriptions in terms of
information, consultation and involvement of the public, including users in the implementation of the
Directive and development of river basin management plans (see experiences from several European
countries in box 9).
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Box 9. Stakeholder engagement for integrated water resource management

In Germany, the implementation of the Water Framework Directive has mandated river basin authorities to draw river
basin management in consultation with the public and interested parties. Beyond these requirements, an extensive
involvement of public and interested parties has been carried out in Baden-Wirttemberg during the development of the
first river basin management plans, published in 2009. In this process, interested parties have been involved at
different scales. In the framework of an advisory board, information was shared with NGOs, institutions, and the
industrial sector, and overarching concepts and strategies were discussed. Over 70 local events were organised prior
to the production of the plans where participants were actively involved, during which concrete measures were
formulated by the participants. It contributed to identify significant problems, find appropriate solutions and secure high
levels of public acceptance.

Spain has also a long history of multi-stakeholder decision-making for water resources management, which has been
reinforced by the requirements of the WFD. The Jucar river basin authority promotes information, consultation and
public participation in the process leading to the establishment of the river basin management plan, and supports the
involvement of interested parties in achieving good status of the Mancha Oriental water body to build multi-stakeholder
consensus on key water decisions. This led to the adoption by royal decree of the new water management plan for the
Jucar river basin in July 2014, as required by the EU WFD, with monitoring and control tools for water bodies’ quality
and quantity; resource-saving actions; and measures to substitute water pumping practices. In addition, the revised
Water Law (approved by Royal Decree in 2001) also set up formal participation bodies to ensure that decisions made
by the river basin authority are in accordance with water users in the basin, such as for instance the Central Board of
Irrigation in the Eastern Channel which is represented in the governing board of the Jdcar basin authority.

In the Danube river basin, intensive public participation is taking place in decision-making under the umbrella of the
International Commission for the Protection of the Danube River (which counts 15 contracting parties). There is active
participation of accredited observers (currently 23) in all plenary as well as technical meetings. In addition, a
designated expert group and a designated staff member work exclusively on public participation. Most importantly, the
They steer public consultation activities for the development of management plans in line with Water Framework
Directive and the European Flood Directive. To ensure good information-sharing among stakeholders and the public,
the Commission also fosters educational and outreach initiatives such as the basin-wide river festival Danube Day.

In Quebec, Canada, public, private, and not-for-profit actors sit at the same table to manage water resources at the
basin level and jointly design the river basin management plan. The Association of basin organisations in Quebec
(ROBVQ in its French acronym) works hand in hand with each basin organisation to foster stakeholder engagement as
stated in their mandate. ROBVQ offers various engagement mechanisms according to a “spectrum of citizen
participation” which defines five levels of engagement and related responsibilities from information-sharing to
empowerment and autonomy of actors in taking informed decisions in water resources management.

Sources: Case studies submitted by the Ministry of the Environment, Climate Protection and the Energy Sector of Germany; the
International Commission for the Protection of the Danube River; the Association of river basin organisation of Quebec; and the
Ministry of Agriculture, Food and the Environment of Spain.

106. For what concerns water services, engagement has been more heterogeneous and non-systematic
than for water resources management, often consisting in handling customers’ complaints. However, it
does not mean that engagement processes in water and sanitation provision have not been organised at all.
In several countries, utilities have set-up governing boards where shareholders have a say in strategic
orientations, or advisory boards in which different categories of stakeholders take collective decisions.
Partnerships with users and citizens also emerged as an important approach to innovate in service delivery,
furthering some trends already underway in OECD countries, related to client orientation or service
personalisation (OECD, 2011b). It follows a change in service providers’ mentality that services work
better when designed and delivered in partnership with citizens in order to harness their interest, energies,
expertise and ambitions (box 10). Further efforts are needed in that direction in order for collaborative
rather than competitive arrangements and targeting of consumers to become key foundations of future
approaches to water and sanitation service delivery.

107. In recent years, international guidelines on the quality of water services have highlighted the
importance of trust and goodwill from consumers. The 3™ edition of the World Health Organisation
Drinking Water Quality Guidelines stresses that a lack of confidence in the quality of drinking water or the
authorities may drive consumers to alternative, potentially less safe sources. The guidelines also explain
that consumers have an important role to play in assisting the authorities to ensure the quality of drinking
water by carrying out the necessary measures at the household level (WHO, 2008). The Bonn Charter for
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safe drinking water aims to achieve good safe drinking water that has the trust of consumers. The charter
stipulates that one of the fundamental objective for which all those involved in the supply of drinking water
should strive is to ensure water supplies in which consumers have confidence “through open, transparent
and honest communication between all stakeholders to develop trust” (IWA, 2004). It is a key principle in
the Charter for the development of effective water supply systems.

Box 10. Setting tariffs and investment priorities

In France, the water and sanitation service provider of the city of Grenoble (Eau de Grenoble) engages with consumer
associations to co-decide water prices. In 1996, a Committee of water and sanitation users was created following a
citizen initiatives led by the NGO “Eau Secours” which had criticized abnormal tariff evolution following the privatisation
of water provision in 1989. Today, an agreement stands between the Committee and the current public service
provider that stipulates the roles, responsibilities and modalities of the joint activities related to information-sharing as
well as deliberations on water tariffs and water quality. Amongst others, the utility provides the venue for the four to six
annual meetings, the budget for specific experts when needed, as well as other logistical expenses. The Committee
plays the role of advisor to the Mayor on all measures concerning public water service provision, paying particular
attention to issues related to the protection of the resource as well as fair prices for water. Every year, water managers
and the Committee of users discuss investments planned, the budget and the tariffs that would support needed
infrastructure repairs in the network, while remaining bearable for all categories of users domestic and industrial
customers, social housing, business, etc.). The Committee also has a seat at the managing board of the city’s
technical department for water which manages the annexed water budget.

In the United Kingdom, customers of privately-owned water companies have been given power to set water prices
and investment priorities for 2015-2020. In the framework of OFWAT expectations for stakeholder engagement and
empowerment, water companies have worked to create opportunities for local ownership and leadership in water price
setting. Each company has engaged with their customers, through robust research, to capture their views and priorities
for water services and tariffs. Companies also carried out research on the willingness of customers to pay to
understand customer’s expectations for service improvements. A three-tier approach was set to enable customers to
influence the price and service providers by water companies. It consists in i) engaging directly with the water company
on issues including local services and tariffs; ii) joining one of the customer “challenge groups” to discuss and question
the shape of their company’s overall business plan; and iii) participating in the sector-wide customer advisory panel to
influence and inform water companies’ decisions. Each water company’s customer challenge group provided an
independent evaluation report on the participatory process that was sent to OFWAT. To date, this has been the largest
consultation ever carried out by water companies in the UK and was found very useful for OFWAT and the companies
to gain a greater understanding and connection with their customers and stakeholders. Water companies committed to
use the information collected from the participatory processes in the next price cycle to meet customers and
stakeholders’ demands and expectation

Source: Case study submitted by Eau de Grenoble / Committee of water and sanitation users of Grenoble; and Water UK

3. Analytical Framework

108. Many international organisations and research institutions have carried out work on inclusive
approaches in the water sector. Some focused on a specific type of stakeholders (citizens, women) while
other tackled aspects of engagement processes (design, mechanisms). A plethora of good practices have
also been showcased around the world. However, there has been a lack of evidenced-base analysis and
policy tools to assess how these inclusive approaches ultimately contribute to the performance of water
policies and projects. This report proposes an analytical framework to take stock from stakeholder
engagement assessments and define framework conditions for engaging stakeholder effectively while
scale-up success stories for greater bench-learning.

109. Because there are more and more actors in the water sector willing to get mobilised and to take
part in discussions to influence certain decisions, it is crucial to evaluate the actual weight of stakeholder
engagement in water-related decision-making and to what extent it contributes to making effective water
governance happen. In a context of powers, counter-powers and sometimes resistance, and broader
democratic debate, an understanding of how actors in the water sector come together to develop common
solutions and how these solutions are articulated with objectives of water policy is crucial. Before concrete
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actions can be taken, there is a need to identify the main obstacles to, as well as the mechanisms for
stakeholder engagement in the water sector.

110. The analytical framework for stakeholder engagement in water governance suggested by this
report is organised around five components (figure 3):

- Detecting drivers: understanding the forces and levers for actions to ensure stakeholder
engagement is outcome-oriented;

- Mapping stakeholders and scoping expectations: identifying who are the stakeholders in terms of
their roles, responsibilities, influence, motivations, level of connectivity and scale of intervention
to ensure stakeholder engagement is target-oriented at the relevant scale;

- Diagnosing obstacles: diagnosing and foreseeing the bottlenecks and mitigating related risks to
integrity, accountability and sustainability to ensure stakeholder engagement is anticipatory and
resilient;

- ldentifying mechanisms: determining which instruments of engagement works best when and
where to ensure stakeholder engagement is fit-for-purpose;

- Fostering evaluation: assessing the effectiveness of the engagement process and outcomes, the
costs and the benefits (monetary or not) to point out areas of improvements and trade-offs needed
to ensure stakeholder engagement is adaptive and sustainable;
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Figure 3. OECD Analytical Framework of Stakeholder Engagement in Water Governance
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111. To support this analysis, an extensive online Survey was undertaken in 2014 in order to collect

gualitative and quantitative data on stakeholder engagement identify the trends, drivers, and practices
related to inclusive approaches for water resources and services management across a worldwide range of
stakeholders, with various levels of interests and experience in the topic (see figure 4 and box 11).
Although the Survey provides valuable insights and feedback on the reality of stakeholder engagement
practices, it does not intend to be statistically comprehensive and reflect the multitude of views,
arrangements and players in the field of water.
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Figure 4. Categories of stakeholders represented in the OECD survey sample
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Note: The graph presents the results of the respondent’s self-categorisation based on a suggested typology of 15 overarching
categories, and 33 sub-categories of stakeholders.

Source: OECD Survey on Stakeholder Engagement for Effective Water Governance (2014)

Box 11. OECD Survey on Stakeholder Engagement for Effective Water Governance
Design

The Survey was developed by the OECD Secretariat, with the support of the members of the working group on
stakeholder engagement of the OECD Water Governance Initiative. The Survey was pilot-tested (in its word version)
by selected representatives from each category of stakeholder targeted to provide for a practitioner’s perspective. The
Survey was launched online on 1 April 2014, made available in 3 languages (English, French and Spanish) and closed
on 16 June 2014.

Dissemination

The Survey was disseminated through personal invitations to 165 targeted stakeholders, mainly members of the
OECD Water Governance Initiative, 63% of which responded to the questionnaire. Under the suggestion of the
working group, a broader invitation to participate was extended through different channels, be they existing networks of
practitioners in the water sector (Aqua Publica Europea, GWP-Med, Turin School of Local Regulation, UNESCO-IHE
Alumni, Water Youth Network, WBCSD, WWC and INBO), online platforms (Governance Observer monthly newsletter,
EIP-Water newsletter), or email-based distribution lists (e.g. Water L., OECD water List etc.). This second row of
dissemination allowed collecting an extra 111 responses.

Response sample

In all, 215 responses were collected. Respondents were asked to categorise themselves according to 34 sub-
categories. For the purpose of data analysis, they were then clustered into 11 overarching categories: International
organisations; governments (national, regional and local); service providers (public, private and PPP); watershed
institutions (including RBOs); regulators (environmental and economic); business (depending primarily on water for
their supply chain, their production and construction process or the use of their products by their customers; civil
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society organisations (including NGOs); financial actors (donors and financial institutions); science and academia
(including research centres); and advisors (engineering and consulting firms).

Figure 5. Composition of clusters of respondents
215 respondents
S M
Private operators (1)

Service providers (27)

Public Private Partnerhips (1)

Watershed institutions (18)

T o 00, e T e B
N —
Networks of busine (3

Business (12)
Social Movements (1
Community-based
organisations (2)
Financial actors (10)
Others (5)
0% 20% 40% 60% 80% 100%

Note: The graph presents the respective share of sub-categories of stakeholders within each overarching category used for the
analysis of the survey’s results.
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An umbrella category named “Other” gathers the limited number of responses on behalf of agricultural actors (1), trade
unions and workers (1), media (2) and parliamentarians (1). When results are provided by categories of stakeholders,
they are based on the respective share of respondents in each category.

Thirty two responses from central governments coming from ministries of environment (12), water resources (6),
infrastructure (4), agriculture (2), territorial development (3), strategic affairs (1), interior (1), as well as of national water
authorities (2) and national environmental authority (1).

Data analysis and relevance

Several questions in the survey asked respondents to answer from the perspective of a target, a promoter or both. In
some cases, the data was analysed considering the average between the two separate “populations.”

Overall, half of the respondents considered their level of experience in terms of stakeholder engagement (either as
targets or promoters) to be extensive and around 33% consider having some experience. This can speak as to the
level of expertise and relevance of the information collected through the survey.

Figure 6. Respondents’ overall experience with stakeholder engagement
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Note: The graph provides the average of the respective shares of responses provided from the perspective of targets and of
promoters.

Source: OECD Survey on Stakeholder Engagement for Effective Water Governance (2014).

Conclusion

112. Environmental, institutional and social trends within and outside the water sector have called for
more inclusive governance and spurred greater stakeholder engagement in water-related decision-making.
On paper (de jure), regulations such as the Aarhus Convention, the EU Water Framework Directive and
the EU Flood Directive mandate public engagement. But in practice (de facto), the importance given to
engagement, and the extent of its implementation, vary from one situation to another. It underscores the
need to consider what effects inclusive approaches have on policy decisions.

113. Developing a common language represents one of the primary challenges to analysing the
contribution of stakeholder engagement in the water sector. The process of involving stakeholders has
changed and is progressively moving away from mere “participation”. It is no longer restricted to “civil
society” and project-based approaches, but attempts to address a broader range of actors in a more
systematic way. This evolution should be taken into account in the existing variety of concepts and
vocabulary associated with stakeholder engagement. Definitions of key terms and the typology of
engagement levels suggested in chapter 1 provide the foundations for looking at stakeholder engagement
from different perspectives (targets and promoters); forms (formal and informal) and sub-sectors (water
resources and water services).
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114. Similarly, the analytical framework that lays out the 5 building blocks of engagement processes,
i.e. drivers, stakeholder mappings, obstacles, mechanisms and evaluation, provides a reading template for
decision- to develop a comprehensive approach to engagement efforts where these mutually dependent
components are considered holistically. The following chapters explore each of these components and
provide policy guidance to ensure stakeholder engagement is outcome- and target-oriented, at the relevant
scale, anticipatory and resilient, fit-for-purpose, and adaptive and sustainable.
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CHAPTER 2. DRIVERS FOR STAKEHOLDER ENGAGEMENT

Introduction

115. Structural and conjunctural drivers have pushed decision-makers in the water sector to explore
new policies and approaches that engage directly with stakeholders to solve water quality and quantity
(floods, droughts) issues, impacts on ecosystems, and competing needs for water (between urban
development, energy production, nature conservation, irrigation, etc.). They have often translated into
legislative changes to adopt mandatory measures for inclusive decision-making, thus contributing to
strengthened institutions” and political will to support the engagement of stakeholders. These trends have
also contributed to minimising path dependency and developing innovative and flexible approaches in
water management. In this context, it is crucial to have a clear picture of the forces driving inclusive
approaches in water policy and project to understand why stakeholder engagement is taking place and for
what purpose.

1. A gloomy picture calling for a new governance climate

116. The water outlook is not optimistic and future economic, social, climate, urban and technological
trends challenge water governance and the capacity of governments to address them, often calling for
multi-stakeholder solutions. By 2050, the world’s population is projected to grow to around 9 billion
people, with a major proportion living in urban areas. A total of 4 billion people will live in water-stressed
areas, and water demand will increase by 55%, thus generating further competition among water users
(especially domestic, hydropower, and irrigation).

117. Pressure points over water allocation, infrastructure financing, and disaster management will
require doing better with less money, less water and with more people willing to get on board. The future
gloomy picture for the water sector has triggered new emphasis on the role of stakeholder engagement
across public, private and non-profit sectors, combined with structural and conjunctural drivers that have
pushed stakeholder engagement to develop along different rationales.

118. Four main purposes for water decision makers to engage stakeholders have been identified in the
literature: implement normative principles; improve the quality of decision outcomes; generate legitimacy
in the process; and solve water-related conflicts (Glucker et al, 2013). The first function is rooted in
democratic principles and concerns engagement that derives from the people’s right to be informed.
Examples include informative meetings to raise awareness on specific water issues such as drinking water
standards, tariffs and aquifer depletion, without necessarily looking for inputs to decision-making. The
second function refers to situations where stakeholders may contribute by providing decision makers with
key information and knowledge. The third case implies that through engagement, stakeholders develop a
sense of ownership over the process and its outcomes and tend to consider it more legitimate. The fourth
case shows that inclusive approaches can also contribute to identify and resolve water-related conflicts
before final decisions are made and facilitate project and policy implementation.

2. Structural drivers

119. A range of long-term structural drivers have triggered a change in water governance paradigms to
better cope with future challenges. They can be clustered into four broad categories: climate change will
affect water availability and resilience of water infrastructures, with different level of impacts across the
world; economic and demographic trends will drive water demand and in particular in cities, and affect the
capacity of governments to respond (i.e. their ability to mobilise public funds); socio-political trends such
as recent developments in European water-related policies, and the United Nations post-2015 Sustainable
Development Goals will set new standards, regulations and aspirational goals paying greater attention to
adaptive governance; and innovation and technologies will stimulate greater connectivity and new
relationships, in particular related to web-based communication avenues.
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2.1. Climate change

120. Climate change is reshaping how water will be managed in the future. It aggravates existing
strains and complicates future planning, management and investment in water infrastructure. More than
70% of the consequences of climate change manifest themselves in the water sector. More torrential rains,
floods and droughts can be expected in many areas. Changing precipitation patterns are shifting rainy
seasons and affecting the timing and quantity of melt water from snow pack and glaciers. Arid and semi-
arid areas are also expected to face increasingly serious challenges related to residential migrations of the
elderly, or mining development putting more pressure on groundwater resources. In many cases, these
impacts are making flood protection, water storage, urban drainage, water supply and treatment more
costly (OECD, 2013e). Reducing the adverse consequences and costs of climate change and tapping into
any opportunities will require adjusting to new circumstances — that is, adaptation.

121. Adaptive water governance and sound water policy will go a long way to enhancing resilience to
climate change. However, most water policy instruments have not been adaptive. Climate change is a
novel challenge that will test conventional approaches (see box 12). Not all water risks can be avoided, but
well-prepared, resilient water systems will be better able to adjust to new conditions, at lower cost, and
bounce back from disasters more quickly. Reforming and adjusting water governance systems takes time,
political will, and requires the involvement of all stakeholders concerned, but action needs to start now.
Countries that adapt their water governance systems now and implement the needed policies to cope with
the future can manage water crises in a proactive and less costly way.

Box 12. Climate change-driven stakeholder engagement in Arizona

Arizona is acutely challenged by climate change and engagement with relevant information is needed to move towards
better management of scarcity and adaptation to increasingly extreme conditions. Various management options have
been discussed, but relatively little guidance existed on how public utilities and agencies can evaluate the suitability
and effectiveness of water harvesting strategies to provide tangible and significant benefits to the community.

The Water Harvesting Assessment Toolbox (“WHAT”) was created over a 2-1/2 year period beginning in August 2011
by the University of Arizona Water Resources Research Centre, following multiple requests of local residents for
information on water harvesting and consensus among professionals that up-to-date information was too dispersed.
The project developed guidance for assessing and planning water harvesting at multiple scales, to help meet the
challenges of managing water resources under conditions of changing climate and increasing water demands. The
Toolbox was developed iteratively, in several stages, each involving various stakeholders. In the initial phase,
stakeholders representing organisations active in water harvesting, stormwater management, and climate adaptation
provided inputs on the state of knowledge, available information and data sources both on an individual basis and in a
group setting. A facilitated workshop was organised in 2012 and gathered stakeholders from public and private sectors
to identify research gaps. In subsequent phases, engagement with local stakeholders was conducted to ensure the
toolbox’s usefulness for potential users and 4 test drives were conducted with municipalities in the Tucson region,
which provided additional insights to the development of the tool.

The Toolbox was successfully launched on-line for public use in May 2014 and an additional facilitated test was made
of the completed tool at a community new to the Toolbox concept. Stakeholders, such as utilities, city departments,
county government and businesses considering water harvesting as a potential solution were involved on a voluntary
basis. They had different motivations for using the Toolbox ranging from expressing their interest in water harvesting
practices, sharing information, developing decision guidance or producing information on water harvesting.

The University has carried out a similar project on “Incorporating Climate Information and Stakeholder Engagement in
Groundwater resources Planning and Management” since August 2012, employing a novel modelling framework
related to climate change, surface and groundwater, and extensive stakeholder interactions to:

e Address climate uncertainties with a sophisticated modelling framework;
¢ Increase stakeholder capacity to adapt water planning and management to future trends; and
o Establish the transferability of the modelling framework and capacity building approach.

Stakeholder engagement employed a series of workshops in which project team members interacted with stakeholders
to direct the use of the modelling framework to practical questions and regional goals. Additional explored the
possibility of carrying out similar experiences in other parts of Arizona and in Mexico which yielded new questions to be
addressed using the project methodology. The Water Resources Research Centre considers outreach and
engagement a key mission and allocated a budget and skilled staff to support engagement of a range of stakeholders,
i.e. inter-governmental organisations, authorities at different levels of government, service providers, regulators, civil

47




society and academia. This had a positive impact in building lasting relationships with local actors, building capacity on
technical issues while making sure that complex climate and hydrologic modelling information was made clear and
understandable for all.

Source: Case studies submitted by the WRRC http://wrrc.arizona.edu/GCASE.

2.2. Economic and demographic trends

122. The major advanced economies are finally gaining momentum and the likelihood of some of the
most worrisome events that have preoccupied markets and policymakers in recent years has diminished.
The OECD Economic Outlook 2014 shows that after years of weakness, investment and trade have started
to rebound and private-sector confidence is rebuilding. While unemployment remains unacceptably high,
the labour market situation is improving in most countries and has stopped deteriorating virtually
throughout the advanced economies. On the other hand, the pace of growth in the major emerging market
economies has slowed.

123. However, the legacy of the crisis still needs to be addressed. After difficult years of low growth
and fiscal stringency and consolidation, policymakers are facing these challenges with depleted political
capital (OECD, 2014e). Countries are confronted with significant challenges to securing financially
sustainable water management. This cannot be achieved in a vacuum and requires concerted efforts across
all stakeholders and strengthened relations and interface between water and other sector. But there are now
opportunities for countries to make water management more resilient — more robust to shock — and more
inclusive in order to set water governance on a stronger and more sustainable footing. This is key to
supporting confidence and trust, and has to be backed by structural policy actions, including the promotion
of institutional frameworks that support stakeholder engagement.

124, In addition, the world’s population is projected to grow to around 9 billion by 2050, with rapidly
increasing proportion living in urban areas (70% by 2050). Many cities are located in river basins that are
classed under severe water stress. These trends raise challenges for the financing and provision of water
supply and sanitation services, replacing and modernising existing water infrastructure and maintaining
water quality. In addition, growing populations and cities put pressure on lands and space, calling for
greater co-ordination between water policies and other sectors, such as spatial planning, nature
conservation Cities are becoming major contributors to water management and play a key role as nodes
between water actors at the local level. Their active contribution to national strategies and decision-making
related to water is therefore necessary to fit policies to places.

2.3. Socio-political trends

125. Political changes are also taking place calling for further stakeholder engagement. While
constitutional duties to facilitate public participation and citizens’ rights to petition have been in place for a
while in certain countries (e.g. South Africa, United States), new efforts in recent years have further
enshrined principles of inclusive decision-making in laws, strategies and practices. For instance, a law on
the implementation of the public participation principles has been adopted in France in 2012 whereby
individuals shall be informed of any decision-making process that may impact the environment. Similarly,
a stakeholder engagement strategy was put in place in 2013 for the joint Australia-New Zealand food
regulation system. Whether they relate to the water sector or not, these socio-political trends demonstrate
new efforts in political practice and mentalities to open and change how decisions are taken.

126. Similar trends are observable at EU level. For instance, several European directives (floods,
water) have called upon governments to include citizens and other actors in the drawing up of flood and
basin management plans. These Directives have set new levels of ambition regarding stakeholder
engagement in the water sector which countries have to uphold to and motivated changes in EU member
countries’ legislative frameworks to reflect these new requirements.
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2.4. Technological drivers

127. Information technology and the internet have become major drivers of research, innovation,
interconnectedness, growth and social change (OECD, 2010). Data has never been transferred faster and
communication has never been more sophisticated than it is now. Actors no longer have to wait for days to
receive information thanks to websites, online databases, emails and chat platforms. Stakeholders are no
longer obliged to attend meetings in person. Long-distance exchange and online meetings have torn down
geographical distance and barriers. The rapid development of information and communication technologies
has brought actors in policy fields closer, including in the water sector.

128. Technological innovation is also a driver for co-operation between governments, business,
knowledge institutes and non-governmental organisations. As countries are developing more and more
innovative solutions to address water challenges be they technological or not, governments seek out to
companies and research centres for their expertise, their knowledge and their investment capacities.
Therefore, the development of water innovations has been a powerful incentive to build new relationships
across stakeholders.

3. Conjunctural drivers

129. Stakeholder engagement has also been triggered by conjunctural drivers and greatly influenced
by changing circumstances and situations. On the one hand, water-related disasters, policy reforms or big
projects (e.g. dams, other infrastructure) as well as social demands for more inclusiveness in water-related
decision-making are among the key levers that have pushed decision-makers towards greater stakeholder
engagement. On the other end, factors such as change in organisational culture and incentives from donors
have not been priority drivers (figure 7). It can be explained by the fact that technical assistance
programmes fostering stakeholder involvement in water management are still too anecdotic or because
donor conditionalities on inclusive decision-making do not have stringent enough requirements.

130. There is still a lack of a business case for stakeholder engagement. Interestingly, market
opportunities (i.e. potential for new contracts, customers and sources of funding) do not appear as strong
incentives for expanding stakeholder engagement. Indeed, the potential of engagement processes in helping
design new contacts, identify new customers or secure new sources of revenue has not been evidently
demonstrated in the survey results. But practical experiences on the ground testify to the increasing efforts,
particularly from service providers and business, to invest more in stakeholder engagement for ensuring
value for money. In both categories, 44% of respondents pointed out to cost-efficiency as an important
driver for stakeholder engagement. Thus, a business case for inclusive water policy and projects and for
engaging further with partners is needed to move towards engagement processes that deliver their full
potential for meeting water challenges.
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Figure 7. Main drivers for stakeholder engagement in the water sector
215 respondents
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Note: The graph considers the drivers ranked from one to three on a scale from 1 to 11.

Source: OECD Survey on Stakeholder Engagement for Effective Water Governance (2014)

3.1. Reforms, crises and democratic pressure

131.

Stakeholder engagement is often reform- or crisis-driven. The development of new policy, reform

or project was pointed out as the primary factor encouraging stakeholders to take part in decision-making
by 46% of respondents surveyed, followed by crisis and emergency situations — be they political, economic
or environmental as well as political and democratic pressure (both ranking second with 39%) and
regulatory frameworks for public participation (38%) in the third place:

Debates around water-related policy reforms and projects appear as the primary driver to
stakeholder engagement. They often entail important change in stakeholders’ activities and lives,
such as new tariffs for water services, reforms on subsidies, more stringent environmental
regulations (e.g. quality standards). Stakeholders are more prone to take part in discussions,
decision-making and implementation when it concerns new policies they will have to uphold to,
and inversely, decision makers look to consult and involve stakeholders likely to be impacted to
ensure the acceptability and sustainability of policies and projects to be implemented.

Crises, change or emergency-driven situations also have an impact on stakeholder engagement.
These can include a wide range of situations such as droughts and floods that have devastating
impacts on people’s lives, or economic or environmental crises spurring social dissatisfaction and
tensions. Crises shed light on the weaknesses of governments to properly assess the risks and call
upon them to set-up preventive measures to mitigate their impacts. As such, they are often
windows of opportunity for new ideas to emerge, and create a social and political environment
with a potential for developing partnerships.

Growing democratic pressure has called upon decision makers to improve accountability vis-a-vis
their constituencies, including in the water sector. In MENA countries for instance, the aftermath
of the Arab Spring and the resulting major political, economic and social changes have led to
greater demand from citizens to play a bigger role in decision-making related to basic services
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such as drinking water and sanitation. Pressures calling for greater transparency and accountability
push decision makers to revisit their methods towards greater inclusiveness (box 13).

Box 13. Democratic pressure as a driver for stakeholder engagement

Since the 1980, South Africa has experienced a vast transformation of policy, law and institutional arrangements
related to water, against the backdrop of democratic political change. Democratic pressure was a key driver to reform
imperatives for water re-allocation and access. It altered the environment in which water-related governance takes
place in South Africa and increasingly, people have recognised that working together in conditions of increased
transparency and integration is an urgent imperative. This shift materialised under the National Water Act of 1998,
which promoted extensive dialogue and intensive negotiations across stakeholders from the public, private and not-for
profit sectors. According to the National Water Act, water users are supposed to pay a levy on water use as the
primary source of funding for the engagement processes. However, delays in various administrative processes and
water use licenses have led to the Department of Water and Sanitation funding CMA activities.

Source: Case study submitted by the University of KwaZulu-Natal.

3.2. Binding and non-binding frameworks

132. Legal requirements on water-related stakeholder engagement have emerged in the last decade and
boosted stakeholder engagement while triggering policy change (5" driver for 36% of respondents). The
EU Flood Directive requiring public participation mechanisms to ensure citizens’ involvement in the flood
management cycle is an example. In addition, more and more stakeholders have adopted requirements for
stakeholder engagement (figure 8). These tend to be more often binding than voluntary, and can take
different forms from overarching principles in a given organisation’s policy (52%) to requirements for
consultation (35%) (Figure 9). Examples of legal and voluntary requirements for stakeholder engagement
are provided respectively in box 14 and box 15.

Box 14. Legal requirements for stakeholder engagement in the Japan Water Agency Law

The Japan Water Agency is responsible for managing 7 major river basins in Japan which encompass more than
50% of the country’s population and around 50 of the total amount of industrial production. The Agency also develops
infrastructure projects such as multi-purpose dams and canals. The Japan Water Agency carried out its activities under
the Japan Water Agency Law, originally established in 1962 and revised in 2005.

The Law requires that for all projects, the Agency reviews project proposals and management plans with
prefectural governors and water users for the regions concerned. Governors themselves are asked to consult their
prefectural assemblies to secure their approval over the projects. Once an agreement is reached with regional
stakeholders, the Japan Water Agency seeks approval of the national government that oversees its activities.
Consultations are therefore carried out with the concerned ministries on the proposed projects. The Japan water
Agency Law also requires the Agency to carry-out stakeholder mapping as part of any project plan, as well as
engagement processes (e.g. daily communication, information-sharing, and collaboration activities) to take their views
into account.

As an Incorporated Administrative Agency under Japanese law, the Japan Water Agency’s achievements are
evaluated yearly by an Assessment Committee established by its line ministry, looking, among other aspects, at
stakeholder engagement activities such as information-sharing efforts in context of water-related events; discussion
with stakeholders on water charges; and collaboration at basin level between upstream and downstream residents.
The Committee assesses the achievements of each plan and disclose the results on the Japan Water Agency’s
website.

Mandatory stakeholder mapping and engagement has shown positive impacts on the Japan Water Agency’s
activities: reaching consensus on project proposals has allowed saving time and money, and has strengthen water
users’ acceptability and willingness to share the costs of project implementation and management after the
construction. Information-sharing activities, including questionnaire to stakeholders about the Japan Water Agency’s
procedures and activities have led to a better understanding among stakeholders of the Agency’s role. Overall, the
introduction of legal requirements for the Japan Water Agency to carry out stakeholder engagement activities has
contributed to build capacity and successfully meet domestic water demand, thus yielding broader economic benefits.

Source: Case study provided by the Japan Water Agency.
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133. However, legal requirements and frameworks have not always led to optimal and quality
outcomes of stakeholder engagement. When they require some form of engagement, without a clear
mandate on the exact form and the matter concerned, it can lead to a “tick-the-box” approach promoting
the minimum level of engagement required (e.g. information sharing) without making the maximum
benefit from it. Also, governments are often unfamiliar or inexperienced with stakeholder engagement and
lack the necessary human and financial resources to sustain extended forms of consultation and manage
risks related, for instance, to traditional powerful lobbying. For example, in many EU countries, the views
of environmental groups were marginalised in discussions related to the implementation of the WFD (e.g.
to tackle water quality) as opposed to those of the agricultural sector, which spurred discontent and
frustration regarding their supposed role in deliberative inputs beyond interest-representation (OECD,
2014).

Figure 8. Existing requirements for stakeholder engagement in the water sector

215 respondents

No (27%)

Yes, voluntary
requirements (46%)
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Note: The graph considers the respective share of responses as “no”, “yes, binding requirements” and “yes, voluntary requirements’
to the question whether their organisation is subject to requirements for stakeholder engagement, be they internal or external.

Source: OECD Survey on Stakeholder Engagement for Effective Water Governance (2014)

Box 15. Voluntary requirements for stakeholder engagement: The Archi Canal Summit Declaration

In 1991, the Aichi Canal Summit took place in Japan with the objectives to bring together stakeholders from
various municipalities located upstream and downstream of the Aichi Canal Project which supply water for domestic
use as well as for industries, mainly Toyota Motor factories. As the close of the Summit, stakeholders agreed-upon a
Aichi Canal Summit Declaration that committed them to invest efforts in better co-operation across citizens in upstream
and downstream municipalities, as well as to jointly improve water usage and water quality; and to raise awareness of
citizens regarding water issues.

Since then, the Declaration as served as a non-legal binding framework to foster stakeholder engagement in the
river basin. It has spurred the organisation of regular “exchange” events where stakeholders share information and
knowledge on their water situation, and has provided an incentive to develop joint activities between upstream and
downstream actors such as to address the detrimental impact of deforestation on the watershed. For instance, in 2000,
a foundation to conserve forests for was established and is partly funded from water charges. In addition, an
agreement for the development of forests to protect water resources was signed by upstream and downstream
municipalities to foster forestation in the watershed. As a concrete result of the Declaration, an Aichi Canal council was
created to coordinate the various stakeholder involved, with the support of the Japan Water Agency’s regional office in
the area.

The outcomes of the “exchange” events are reviewed every year in the framework of the Japan Water Agency
law and communicated online. These evaluations have shown that the Aichi Canal Summit Declaration has had a
positive impact in committing municipalities to work together in the long term and in ensuring the sustainability of their
joint activities. They also demonstrated that “exchange” events have contributed to building capacity and raising
awareness of the gravity of deforestation impacts on water resources among stakeholders of the watershed, and in
particular citizens. In light of these positive achievements, similar efforts are now taking place for the Toyogawa canal,
located in a neighbouring river basin.
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Source: Case study submitted by the Japan Water Agency.

Figure 9. Existing requirements subjecting organisations to stakeholder engagement in the water sector
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Note: The graph considers the respective share of responses that responded “yes” to the question “Specify the type of requirement”.

Source: OECD Survey on Stakeholder Engagement for Effective Water Governance (2014)
3.3. Water allocation

134. Competition over water resources is considered the 4™ driver to stakeholder engagement by 31%
of respondents surveyed. Water allocation and sharing can often be contentious because of conflicting
needs (e.g. between irrigators, domestic users, the environment, etc.). Indeed, water resources serve
multiple purposes and provide value to individuals, ecosystems, farms, firms, and society in various ways.
These range from ecological value provided by supporting key species, to socio-cultural value, to
economic value derived from productive uses of water, to the existence value of iconic lakes or rivers.
How much water is left in water bodies (rivers, streams, aquifers), how much is diverted for various uses;
who is able to use these resources, how, when and where are questions that directly affect the value that
individuals and society obtain from water resources.

135. Water resources allocation raises complex policy issues related to rivalry and excludability.
These related to the different types of uses, the extent to which the use is consumptive, and the nature of
return flows (how they have been transformed in terms of quality and transported or discharged in a new
location). Growing pressures on water resources and intensifying competition to access and use water is
therefore a critical challenge for stakeholders inside and outside the water in the future. Engaging all actors
impacted (through structure such as watershed committees and boards) can support continuing dialogue on
competing needs to be balanced and necessary trade-offs (box 16). Thorough consultation in support of
consensus-based decision-making can therefore be a valuable solution when designing water allocation
regimes to achieve economic efficiency, environmental sustainability and social equity.
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Box 16. Optimising the water-energy nexus in the Durance Valley, France

In 2003, a Water Saving Convention was signed between EDF (Electricité de France) and the two main irrigators in
the Durance valley (France) to improve water efficiency and allocation through better local stakeholder engagement.

The objective was to optimise water allocation between energy generation and irrigation, and to develop appropriate
incentives for water savings to restore financial margins and answer future water demands. The Durance valley is host
to a major dam and reservoir comprising 32 hydropower plants producing over 6 billion KWH of renewable energy,
supplying drinking water and water for industrial purposed to the entire region, and irrigating 150 000 hectares of
farmland. In the framework of this convention, EDF carried out an assessment of the monetary value of water savings
from reduced abstraction for agricultural irrigation in the valley.

The main business argument for the valuation study was to demonstrate the benefits of optimizing water uses for each
party (farmers, water institutions, and energy producers). The two parties entered a win-win agreement whereby EDF
was to optimise hydro-generation and benefit from further flexibility to generate electricity during daily peak periods
when energy prices are higher, while irrigators were to benefit from remuneration by EDF based on the water savings
they were able to make, and having more water stored in the reservoir to cope with drought periods. This agreement
led to a reduction of agricultural water consumption from 325 million to 235 million cubic meters.

The Convention was renewed in 2014 and plans to further save 20 to 25 million cubic meters through an annual
remuneration upon defined objectives. It allows irrigators to revise freely their objectives each year while knowing the
economic consequences of their water consumption choices. The new convention also includes the Rhéne-
Méditerranée-Corse water agency which expects to benefit from additional saved volumes of water for the environment
in order to reduce water deficit in the river basin.

Source: Case study submitted by Electricité de France

136. Reform of water allocation regimes are technically, politically and legally challenging and
stakeholder engagement and public consultation are instrumental to facilitate the reform process. A
significant number of countries are either currently reforming their allocation arrangements or have
recently done so according to an OECD Survey on Water Resources Allocation (OECD, 2015a).
Experiences in water allocation reforms in Israel, Canada, th