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Why Economic and Financial 
Instruments?
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THE EU WATER FRAMEWORK DIRECTIVE 
(2000/60/EC)

 Polluter Pays Principle: Those who pollute water
resources should bear the costs of managing and mitigating
the pollution.

 Water Pricing Policies: Setting prices to promote efficient
water use. This implies prices that reflect the true cost of
water services, including environmental and resource costs.

 Cost Recovery: Cost of water services, including
environmental and resource costs, must be recovered
through pricing. This helps to incentivize efficient water use
and fund necessary infrastructure and maintenance.

 Economic Analysis: Economic analysis to understand the
trade-offs and impacts of different water management
measures. This includes assessing the economic impacts of
proposed measures and identifying cost-effective solutions.



3

Yes… but why Economic and 
Financial Instruments?
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1. Encouraging efficient use
2. Promoting Socially Relevant Allocation
3. Funding Infrastructure and Maintenance
4. Incentivizing Innovation
5. Reflecting negative externalities
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What is failing?
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European Commission (2019). Commission Staff Working Document: Executive summary of the Fitness Check of the Water Framework 
Directive, Groundwater Directive, Environmental Quality Standards Directive and Floods Directive. SWD(2019) 440 final.

WFD objectives have not yet been fully reached “largely due to insufficient funding, insufficient implementation [...] 
and insufficient integration of environmental objectives in sectoral policies”. 

Member States have not used the economic instruments that the WFD offers, despite the obligations for Member States to 
make available the necessary means for their implementation. Instead of action, there has been a continuous reliance 
on exemptions, such as time extensions, from achieving the objectives. 

2023. The Water Framework Directive, the forgotten tool to fix Europe’s water
crisis: State of play on implementation and enforcement of EU's main water
law. EEB
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https://doi.org/10.3390/w15234128
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https://retouch-nexus.eu/
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Any 
questions?
Thank you! 
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