PSIA Seminar Series  - Meeting 6

Armenia PSIA

Alan Roe (Oxford Policy Management and Warwick University) a co-team leader for the Armenia PSIA pilot gave a presentation covering the context, approach, constraints, findings and lessons of the poverty and social impact analysis of water sector reform in Armenia. 

PSIA Team

Significant in the case of the Armenian pilot was the collaboration with and leadership by a local research institute – the Economic Research Institute – which is an ‘independent’ research institute housed in the Ministry of Finance.  Existing capacity within the ERI together with the connections they provided within the MoF significantly facilitated the work of PSIA team, particularly given the time constraints imposed on the pilot studies.

Selection of the Policy Area

Meetings with ERI, Government of Armenia (GoA) personnel, particularly within the MoF and other key stakeholders revealed a strong interest in the social and economic consequences of ongoing water sector reforms (for both municipal and irrigation water).  Other policy areas were discussed but eventually it was agreed that the PSIA pilot would focus on the poverty and social impact of on-going efforts to improve collection rates (and eventually tariffs) for water services.  Reasons were: 

· This was an area of significant macro/structural relevance and one with numerous social, environmental as well as economic implications

· The reform process is still incomplete, hence an opportunity to influence by doing the PSIA

· Some previous work was available on which to build – particularly important given time constraints
· It was within the competence of the research team at ERI

Context

Alan sketched out some of the key features of the Armenian context, in particular the economic and social collapse following the break-up of the FSU and the ongoing effects of the earthquake.  He noted a dramatic post-independence fall in livelihoods. Since 1994 macro stability has been restored but growth is narrowly based and income poverty levels and inequality remain high.  While the need for continued reform to stabilise the market economy were not disputed, the unequal sharing of the benefits pointed to the importance of PSIA-type exercises as an input into more explicit pro-poor policy making in Armenia. 

Method

Made extensive use of previous research:   
· for municipal water – made inferences based on the available data from 1998/1999 and 2001 HIES.

· for irrigation water – undertook only limited new quantitative analysis using additional farm data (on costs/revenues) 

· for both municipal and irrigation water reforms – used new qualitative assessments and stakeholder analysis based on focus group.

Time was a major constraint, hence the need to rely heavily on existing studies and data.  Consideration of the broader issues related to water sector reform e.g. the impact on small-scale farming, was not possible. As a result the team was left feeling somewhat ‘methodologically exposed’.   On data quality there were acknowledged weaknesses which could not be readily addressed within the time of the pilot. Countries in flux often face major data challenges, particularly in preparing credible survey data. However the research team were fairly confident about some of the available data and water was a topic on which perhaps more research had already been done than others. 

Findings

Main finding was that full payments compliance at existing tariff levels would increase the numbers of very poor by 18% and the poor by 4.6%. Second, based on existing willingness to pay studies,  the price that would provide the largest increase in revenue for the water utilities would only achieve between 40 –65% compliance across rural and urban areas.  Third, the average level of arrears constitutes a high percentage of the minimum consumption basket and the cost for installing water meters is very high for poor families. 

The qualitative work also revealed that the policy balance between treating water as an economic good versus a basic human need is particularly difficult and potentially very contentious in Armenia; resistance to reform is also due to (poorly understood) tensions between vested interests.  Getting people to pay for their actual water consumption is probably the most complicated part of the reform and is fraught with difficulties.
Mitigating Measures

Given the projected impact on the poor and on social cohesion, the PSIA identified a number of possible mitigating measures that GoA could implement as part of the ongoing reform programme.  In relation to municipal water these included providing water meters free of charge for the extremely poor; forgiving arrears for poor households; using a public awareness campaign to promote the principles behind the reform and draw out the links between quality of service and payment for it. 

GoA has subsequently adopted the recommendation to provide water meters free of charge for the extremely poor and is currently seriously thinking about alternative strategies for raising the tariff for water services in 2005. 

Lessons

· A well connected local research group and leader are to be advised

· A local team where the members already have some substantive familiarity with the PSIA topic is desirable although a complete matching of skills with the substantive sub-topics for research is unlikely to be possible. 

· In a country where there are big gaps in basic data, it is unrealistic to expect a short-duration PSIA to correct this fact.

· A short-duration PSIA will need to rely heavily on existing research results and secondary materials that may be imperfectly attuned to the needs of the study.

· However, some limited gap-filling on data and on primary research of a non-quantitative nature is quite feasible. This must be planned at a very early stage.

· Substantive econometric and other modelling approaches are unlikely to be feasible in a short-duration PSIA unless most of the data required for such models are already to hand.

· It is highly desirable to include senior decision-makers in the research process from the earliest possible stage in order to gain their ownership of the process and the eventual results, as well as their support for gaining access to materials and people.

· A stakeholder workshop is a good idea even if based on a very preliminary version of the report – this can be a good source of additional ideas and comment.

The Pilot demonstrated the holistic strands of a topic such as Water Pricing. The Armenian system is poorly attuned to assessing the multiplicity of such strands. To some extent PSIA ‘goes against the grain’. This is a major challenge for policy makers.   

Building Capacity 

The Pilot PSIA depended on the support of the key policy and sectoral ministers – widening government ownership will have to involve a gradual process.  

It will also be important for the Presidential Administration to provide a stronger lead to the PRSP and PSIA processes if they are to acquire real influence.

Non-state stakeholders made important contributions to the Pilot – this is because much of the understanding of what is happening at the community level is outside government. But the lack of capacity in government itself is a key issue for future PSIA and PRSP activity







