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AHHoOTanusi. B crarbe pe3loMHPYIOTCS KIIIOUEBBIE MOMEHTBHI OOCYXJICHUH JIHIL
MIPUHUMAIOIUX PEIICHUs, KCIIEPTOB M yueHbIX U3 CpeqHell A3uM a Takke MexmIy-
HapOAHBIX 3KCIIEPTOB 10 UTOT'aM JIByX BeOMHAPOB, IPOBEICHHBIX B paMKax IIporpamMmel
«Boma kak OBIKyIIas cuja YCTOMYHUBOTO BOCCTAHOBJICHUS: SJKOHOMHUYCCKUE, HHCTUTY-
[UOHANBHBIC W CTPATETHYECCKHIE ACMEKTHl YIPaBICHIs BOAHBIMH pecypcaMu B LleHT-
panbHOM Asmm». Ceazanspii ¢ COVID-19 kpusuc, momromarommii (HUHAHCOBEIE
pecypcsl M BO3MOXKHOCTH, YyKa3ajl Ha Ba)KHOCTh IPOBENCHUS JaBHO HAa3pPEBIINX
sKoHOMHYECKHX pedopMm. Yactuansie peopMBl ¢ yIIOpPOM Ha CETMEHTHI BOJHOTO
CEKTOPa BayKHBI, OAHAKO BOIHBINA CEKTOP SABISAETCS HEOTHEMIIEMOH YaCThIO SKOHOMHKH B
LEJIOM. YCKOPEHUE CTPYKTYPHBIX M HHCTUTYLIMOHAIBHBIX pe(OpM SKOHOMHKH ITO3BOJIUT
BOJTHOMY CEKTOPY JOCTHYb SKOHOMHUCCKON M (DUHAHCOBOU YCTOWYMBOCTH.

Kazaxcran, O6:1arogapsi BBICOKOMY YPOBHIO SKOHOMHUECKOTO Pa3BUTHS, BIIOXKHII 3HA-
YHUTENIFHBIE CPEJICTBA B TEXHUYECKOE 00CITy)KMBaHHE M MOJICPHHU3ALUIO CBOCH BOIHOM
HHQPaCTPYKTYPHI U IIPOBEII Psijl BAXKHBIX pedopM. Ha npoTskeHnl MHOTHX JIET CTpaHa
TaK)Ke BO3IVIABIISIA YCUIIMSI MO YKPEIJICHUIO PETUOHANBHOTO COTPYJHUUYECTBA. YIIyd-
LIEHHE PETHOHAIBHOTO COTPYIHUYECTBA B 00JIACTH BOJHBIX PECYPCOB ITO3BOJIUT YIIyd-
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IIATH TOCTYH K MEXYHAPOTHOMY IKOJIOTHYESCKOMY U KIIMMAaTHIECKOMY (DMHAHCHPOBA-
HUIO, a TAKKE MPUBJICUYET TOCYAaPCTBEHHBIC M YACTHBIC HHBECTUIIHH.

[pomomKeHHe MEKCEKTOPATIBHOTO M MEKCTPAHOBOTO AUAJIOra [0 BOMPOCAM Yyullie-
HUS YIIPABJICHUS BOMHBIMH PECYPCAMH M YKPEIUICHHIO PETHOHAIBLHOTO COTPYAHUYCCTRBA
0 BOOHBIM pecypcaM B LlenTpansHoit A3mn OymeT criocoOCTBOBaTH COBMECTHBIM YCH-
JIUSIM TIO TIOJITOTOBKE PErMOHA K 000CTPSIOIIMMCS MOCIICACTBUSIM U3MEHCHUS KITUMATa.

Kniouesvie cnosa: 6oonviil cexmop, usmenenue kaumama, COVID-19, soccmanos-
JIEHUe, IKOHOMUHECKAsL pedhopma, PeLUOHAIbHOE COMPYOHULECEO

CY TYPAKTHBI JAMY KAJIIIBIHA KEJITIPY KYII PETIHAE: OPTA
ABUATA APHAJIFAH KOJI KAPTACHI

I 66J1iM. Cy CeKTOPBIHBIH YKOHOMHUKAJIBIK KdHE KAPKbLIBIK TYPAKTBLIBLIFBIHA
KOJI KeTKi3y YIIiH KaeTTi KYpbLIbIMIBIK K9He HHCTUTYIHOHAJIABIK pedopmaiap
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Anparna. Maxkanaga Opranblk A3uWsgaH KelreH IIenliM KaObulayIbliap,
capanmibUiap MEH FaiubIMIap, COHIAM-aK XaJbIKapajblK capanmibuiap apachlHIAaFbl
«Cy TYpakThl KaJlblHa KeNTIpyaiH ApaiiBepi: OpTaiblk A3HSIarsl cy pecypcTapblH
0acKapyIblH dKOHOMHKAJBIK, HHCTUTYIIMOHAIABIK JKOHE CTPATETHSIIBIK acCHeKTiepi»
Oarmaprmamachl IIeHOepiHJe OTKI3UITeH eKi BeOMHAPABIH KOPBITHIHABUIAPEI OOMBIHIIA
niKipranactapAblH TYHIHIepl )KUHAKTaJFaH.

Kapxer pecypcrapsl MeH MyMKiHAikTepiH TyTeiHATEIH COVID-19 nmarmapeicer
SKOHOMHUKAIIBIK ~pedopMaapblHbIH ~ KaXKETTUIriH aikpiHAanbl. Cy CEKTOPBIHBIH
SKOHOMHUKAHBIH aKpIpaMac Oeiiri 6oipm Tadsutagel. Cy CEKTOPBIHBIH CErMEHTTEpiHe
OarpITTanyaH imriHapa pedopmamap MaHbBIIBL. bipak Kanmbl  AKOHOMHKaHBIH
KYPBUIBIMJIBIK JKOHE MHCTUTYLMOHAIIBIK pedopMaiapbliH JKeJeIeTy Cy CEKTOpbIHA
9KOHOMHKAJIBIK, KHE KAPKBUIBIK TYPAKTBIIBIKKA KOJI )KETKi3yTre MyMKIHAIK Oeperi.

KazakcTaH ©3iHIH SKOHOMHUKAIIBIK J1aMyBIHBIH JKOFapbl JieHreiiHe OaiiaHbICThI
©3iHIH cy WH(QPAKYpHUIBIMBIH YCTayFa J>KOHE J>KaHAPTyFa KON KapakaT >KYMCaibl
XoHe Oipkarap MaHbI3IBI pedopmanap Kyprizai. Ocsl XKbUIap iMIiHAe el aliMaKThIK
BIHTHIMAKTACTHIKTHl HbIFaiiTyra kym canrad. Cy pecypcrapbl OOWBIHIIA aiiMaKThIK
BIHTBIMAKTACTBIKTBIH JKaKCapybl XaJbIKAPaIbIK OKOJOTHSUIBIK JKOHE KIMMAaTThIK
Kap>KbUIAHIBIPYFa KOJ JKCTIMIUTIKTI JKaKCcapTyFa, COHAal-aK MEMJICKETTIK JKOHE KEKe
WHBECTHIMSIIAPABI TAPTyFa MYMKIHIK Oeperti.

Cy pecypcTapblH OackapyIbl KeTULHipy koHe Opra Asusiiarbl ¢y pecypcrapbl
OOMBIHIIA aNMaKTHIK BIHTHIMAKTACTHIKTH HBIFAHTy OOMBIHIIA calaapaibIK KOHE
eJIapaIbIK THaJIOTThI XKaJFAaCThIPy aliMaKThl KIMMATThIH ©3TepyiHiH Hamapiay oacepine
JalbiHay OOMbIHINA OIpJIECKEH KYLI-XKIrepre bIKMai eTei.

Tyiiindi co30ep: cy cekmopul, knumammuly os2epyi, COVID-19, kannvina kenmipy,
IKOHOMUKATBIK pepopma, atiMaKmbvlK bIHMbIMAKMACTbIK
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WATER AS A DRIVER OF SUSTAINABLE RECOVERY: A ROAD MAP
FOR CENTRAL ASIA

Part 1. Essential structural and institutional reforms to achieve economic and
financial sustainability of the water sector

Marton Krasznai

Scientific Director, Center for Central Asia Research of Corvinus University, Buda-
pest, e-mail: marton.krasznai@uni-corvinus.hu

Annotation. The article summarizes discussions by Central Asian and international
decision makers, experts and researchers during two webinars held in the framework of
the Programme “Water as a driver of sustainable recovery: economic, institutional and
strategic aspects of water resources management in Central Asia”. The economic crisis
caused by the covid-19 pandemic, absorbing scarce resources and capacities, highligh-
ted the importance of implementing long overdue economic reforms. Piecemeal reforms
focusing on segments of the water sector are important but the water sector is an integral
part of the economy as a whole. Accelerating structural and institutional reforms of the
economy would allow the water sector to achieve economic and financial sustainability.

Kazakhstan, thanks to its high level of economic development, made significant in-
vestments in the maintenance and modernization of its water infrastructure and imple-
mented a series of important reforms. It has for many years also spearheaded efforts to
strengthen regional cooperation. Improved regional cooperation on water would allow
better access to international green and climate finance and attract institutional and pri-
vate investment too.

Continuation of cross-sector and cross-country dialogue on improved water resour-
ces management and strengthened regional cooperation on water in Central Asia would
facilitate joint efforts to prepare the region for the increasingly dramatic effects of cli-
mate change.

Key words: water sector, climate change, covid-19, recovery, economic reform, re-
gional cooperation

Introduction

Water is an important driver of socio-economic development of Central
Asian countries. Some 8.4 million hectares of irrigated agriculture uses 90 %
of available surface water. The water sector contributes around 20 percent to
the GDP of the region and it employs a large percentage of the total population.
Upstream countries depend on hydropower for over 90% of their electricity con-
sumption. The table 1 below demonstrates the importance of the water sector for
the economies of Central Asian countries:

Access to water is considered to be a human right and is a key precondition
of individual, household and economic development. Access to water, food and
sanitation are the most important development aspects in Central Asia.
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Table 1. Water availability and use profile per country
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Kazakhstan 3,722 13 93 5 42 12,000 53
Kyrgyz Republic 8,385 30 90 15 40 20,260 36
Tajikistan 7,650 48 74 22 54 42,764 27
Turkmenistan 265 106 74 11 30 3,674 50
Uzbekistan 531 103 87 20 43 21,987 36

Building a community of practice to resolve problems of the water sector

At the Stockholm World Water Week in August 2019 and at a workshop
organized on the margins of the Budapest Water Summit in October 2019,
Central Asian representatives called for a “more focused, structured and re-
sult-oriented process” to achieve rational and efficient water resources man-
agement in the Aral Sea Basin. The Blue Peace Central Asia Initiative of the
Swiss Development Cooperation, the Stockholm International Water Institute,
the Center for Central Asia Research of Corvinus University, Budapest and the
Regional Environmental Center for Central Asia joined forces to design and
support such a process. Four webinars were organized between 3 November
2020 and 20 May 2021 as part of the Process “Water as a driver of sustain-
able recovery: economic, institutional and strategic aspects of water resources
management”. (2)

This paper outlines the main conclusions of the first two webinars, one on
“Post-covid-19 recovery strategies: putting the water sector of Central Asia on
an economically and financially sustainable path” and the second on “Identify-
ing essential structural and institutional reforms to achieve economic and finan-
cial sustainability of the water sector”. It explains why continuation of structural
and institutional reforms of the whole economy a key precondition is of achiev-
ing economic and financial sustainability of the water sector.

Another important finding of intensive discussions during the webinars was
that national solutions alone are insufficient to effectively cope with the tremen-
dous challenges facing the water sector. Slow progress in strengthening regional
cooperation on water is aggravating existing problems. The webinars empha-

KasaxcraH - CI'IeKTp HayuHbiit xypHan. 2021/2 (98) http://journal-ks.kisi.kz/index.php/ks/index



sized the importance and urgency of translating the emerging political will to
cooperate on water into concrete action. The second part of this paper introduces
the outcomes of the third and fourth webinars of the Programme. They focused
on the development of an economic basis for regional cooperation on water
with a smart regional investment concept at its core, and the need for launching
a structured regional dialogue on strategic aspects of water resources manage-
ment in Central Asia.

Methodology

The water sector, for the purposes of this study, includes all sectors of the
economy directly dependent on water: irrigated agriculture, hydropower, com-
munal and industrial water supply. The study takes fully into account that eco-
nomic- and environmental sustainability of the sector are inextricably linked.

The study treats the water sector as an integral part of the economies of
individual countries and a fundamental component of any regional economic
cooperation framework. It builds on the consensus among participants of the
webinars that structural and institutional reforms of the economy as a whole
would help increase economic sustainability of the water sector.

Structural reforms include “Policy and institutional reforms ... required to
enhance market efficiency and improved conditions for growth and equity. Such
reforms typically entail short-run costs — sometimes foreign exchange (or bud-
getary) needs and/or reduction in consumption for particular economic groups.
The benefits of these reforms are in the medium and long run, usually in the
form of higher growth and improved efficiency. Examples of such structural
reforms include measures that (i) maintain low inflation and manageable fiscal
and current account balances, (ii) promote competition and trade openness; (iii)
improve a country’s business environment by enforcing contracts and rule of
law, enhancing the quality of public bureaucracy, and minimizing corruption;
(iv) ensure the safety and soundness of financial institutions; (v) enhance labor
productivity by providing infrastructure capital; and (vi) promote equality of
opportunity to access public services.(3)

The concept of institution is used in this study in two meanings. When dis-
cussing reforms of the economy, institutions comprise informal institutions
(customs, culture, religion, codes of conduct, etc.) and formal institutions: leg-
islative frameworks, policies and organizations. Examples of formal institutions
are constitutions, contracts and contract enforcement, protection of property
rights, government bureaucracies and financial markets. Institutional reforms
are primarily designed to change formal institutions. (4)

When addressing the legal and institutional frameworks for regional cooper-
ation, the concept of institutions means geopolitical entities that are established
by politically or legally binding agreements, signed by states to foster regional
cooperation (e.g. IFAS and its institutions, ICWC and ICSD).
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Results and discussion

The consequences of 30 years of underinvestment

Participants of both webinars pointed out that in the Soviet period a stable eco-
nomic basis guaranteed the sustainability of the water sector. In the transition pe-
riod that started in 1991 Central Asian countries suffered a dramatic drop of GDP:
production in all sectors of the economy declined. Growth picked up at the end
of the decade and Central Asian countries developed new production capacities
and new economic links. Despite the rapid economic recovery, the water sector
has never regained economic sustainability. At present only 40 - 60% of the real
investment needs of the sector are covered, overwhelmingly by the state budget.
(5) The main reason for the high losses (at places up to 50 %) during storage and
transport of water is the dilapidated state of water infrastructure. The other factor
contributing to low water productivity is the inefficient irrigation methods applied
in the vast majority of the agricultural area. According to a World Bank study, if
the present rate of investment in infrastructure is maintained, big parts of the ir-
rigation system of Central Asia may collapse completely in about 40 years. (6)
The number of trained staff in irrigated agriculture has been reduced to one fifth
of the 1991 level. Water fees are insufficient to cover costs and are not collected
systematically. As a result, neither the water management organizations, nor the
water users are interested in water saving. Research and development has been
especially hard hit: the budget for R and D is one tenth of the 1991 level. Central
Asian countries spend about half as much on R and D out of the overall resources
available for the water sector as the countries of Sub-Saharan Africa. As a result,
they lack capacity for project management, quality control and have limited ca-
pacity to develop new solutions and technologies. (7) The present state of the
infrastructure makes it very difficult, if not impossible, to manage water resources
in an efficient, rational and economically sustainable manner.

Kazakhstan’s sustained efforts to modernize water infrastructure

There is a direct relationship between the level of economic development of
a country (as measured by per capita GDP) and its ability to invest in the mod-
ernization of its water infrastructure and support maintenance and operational
costs of the water sector. Kazakhstan with the biggest economy of the region
is in a particularly good position to gradually make up for the consequences of
decades of underinvestment. Agriculture is a priority area of economic policy
of Kazakhstan as almost half of the population depends on income from the
agro-industrial complex. Out of 5894 water management installations 230 are
in private hands. Most of the water infrastructure was built in the Soviet period:
60-80% of irrigation canals, 40% of hydraulic installations and 75% of drain-
age systems. The main reason for the high losses during storage and transport
of water is the dilapidated state of water infrastructure. Between 2002 and 2020
the government spent USD 230 M on the maintenance and USD 300 M on the
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modernization and reconstruction of water infrastructure. International finan-
cial institutions were actively involved in financing the water sector: the World
Bank, the Islamic Development Bank and the EBRD have provided USD 370
million that made possible the modernization of irrigation systems on 240 thou-
sand hectares. Increasing investment in the water sector aims to improve the
socio-economic situation of the population as well as achieve environmental
sustainability. The main objectives of the Programme of water resources man-
agement till 2030 are the preservation of water resources at an economically and
environmentally optimal level, spreading the efficient and rational use of water
resources, including through strengthened international cooperation, monitor-
ing, reconstruction of irrigation systems, building new reservoirs, supporting
scientific research and improving legislation. (8)

The spiralling costs of climate change adaptation

Scientists keep warning of the looming threat of climate change that already
causes higher average temperatures, irregular weather patterns, like multi-year
droughts and earlier snowmelt. According to the World Economic Forum water
crises and climate action failure are among the most likely and dramatic global
risks (9). Water stress threatens to become a constraint for future growth in Cen-
tral Asia where the contribution of a cubic meter of freshwater withdrawal to the
GDP is among the lowest in the world (10).

The academic community and international development partners have for
years called for improved water resource management and strengthened regional
cooperation on water in the interest of greater resilience and more effective adap-
tation to climate change. Central Asian countries also need to speed up their own
greening and cope with the effects of international decarbonization. A whole set of
greening policies is needed, combined with upgraded social policies to cope with
the consequences of change. Green recovery is economically sensible: this fully
applies to the water sector, with its potential for sustainable growth and job cre-
ation. Good water and environmental governance is a necessity as climate change
has to be embedded in any sectoral policy in a comprehensive manner.

Most Central Asian countries have already produced comprehensive green
strategies. Kyrgyzstan has committed to aligning its recovery strategy with the
sustainable development goals, Tajikistan aims to become a top green energy
producer for which joint investment and regional cooperation are needed. Ka-
zakhstan and Uzbekistan have also made important steps towards energy effi-
ciency and decarbonisation. (11)

The climate change impact is growing bigger each passing year. Mitigation
and adaptation measures may be more efficient if applied at the regional level.
The crisis offers an opportunity to build back better. Recovery efforts should
be consistent with climate action, lowering emissions, accelerating transition
to clean energy and aiming for the broader use of modern water and irriga-
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tion technologies. Investments should not undermine the objectives of the Paris
Agreement and the shared objectives of climate neutrality and SDG-s. Global
warming is a global problem that calls for global responses and at the same time
local and regional solutions. (12)

The pandemic highlighted the importance of the water sector

The covid-19 epidemic was a dramatic reminder of the need to improve
water resources management and regional cooperation on water: the economic
crisis caused by the pandemic highlighted the critical importance of the water
sector for Central Asia and at the same time exposed its vulnerabilities. The cri-
sis revealed the socio-economic and institutional strengths and weaknesses of
every country of the world, including Central Asia. It exposed the inequalities
still persisting in access to clean drinking water and sanitation, as well as the
intrinsic link between sustainable access to water and economic development.

The covid crisis is absorbing capacities and financial resources: the govern-
ments and their international partners cannot wait until the health crisis is over
with developing strategies for sustainable post-covid recovery. Foreign direct
investment and official development assistance are expected to drop in the com-
ing years. The crisis revealed deficiencies and shortcomings which need to be
addressed on a priority basis. Therefore, attention to water must be in the center
of efficient responses to the covid-19 outbreak.

The recovery from Covid 19 should not compromise environmental ambi-
tions. On the contrary: it should be used to promote transition to more sustain-
able, low-carbon and circular economies and the responsible and sustainable use
and management of natural resources, including water.

Continued structural and institutional reforms are a precondition of
achieving economic and financial sustainability of the water sector

Structural and institutional problems of Central Asia economies that hinder
the rational and efficient management of water resources are mostly the result
of incomplete processes of economic and political transition. The drain on ca-
pacities and resources by the pandemic reduces fiscal space when governments
design and carry through recovery programmes. This increases the urgency to
implement long overdue economic reforms.

While Central Asian countries have made important strides in reforming their
legal and administrative environment, a lot remains to be done: according to an
OECD study the legal and regulatory framework for firms remains opaque and
unstable in several countries of the region. Unpredictability of tax policies and
shortcomings in commercial justice - despite recent developments in alternative
dispute resolution - still complicate private sector development and discourage
investors (including in the infrastructure sector). A major challenge is the lack of
human, administrative and financial capacities. Development partners, includ-
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ing the EU, as well as OECD, EBRD and EIB can support green transition by
policy advice, capacity building as well as green finance and investment. EU
initiatives, like the European Green Deal can underpin these efforts. (13)

Structural reforms

Piecemeal reforms focusing on segments of the water sector are important
but the water sector is an integral part of the economy as a whole. Policy mak-
ers should focus on the water sector when implementing economic reforms in
support of sustainable recovery as it is the biggest employer, has a key role in
food and energy security and in improving public health through the provision
of clean drinking water. Improved performance of the sector would benefit
broad segments of the population, contribute to poverty reduction and lessen in-
equalities that have increased as a result of the pandemic. Focusing on the water
sector would mitigate risks posed by an unpredictable external environment, as
it is less exposed to market volatilities than many other sectors of Central Asian
economies (e.g. export of hard commodities, especially fossil fuels). The water
sector plays a leading role in climate change adaptation and mitigation. It is in a
good position to attract “green investment”. (14)

Targeted, sectoral reforms need to go hand in hand with structural and insti-
tutional reforms of the whole economy to bring sustainable results. Structural
reforms improving the business and investment climate create favourable con-
ditions for the reform of the water sector: competitive markets provide a level
playing field for private farms, production clusters, cooperatives or state-owned
companies. E.g. tackling burdensome regulations would allow private, collective
and state-owned producers to more rapidly adapt to market changes or more easily
export their produce. Removing obstacles to entrepreneurship would open up the
possibility for farmers to develop their own business or form cooperatives on their
own initiative, without too much intervention by the state. (15)

Structural reforms would facilitate foreign direct investment in the water
sector too. Competitive markets and transparent regulations would allow gov-
ernments to continue opening sectors dependent on water to those foreign inves-
tors who bring innovative technologies and guarantee the involvement of local
actors into their global value chains. At the same time, the social and economic
effects of the reforms need to be carefully monitored, as the fate of millions of
farmers should not depend entirely on the vagaries of the market.

Institutional reforms

Thirty years after the beginning of political and economic transition, key
water infrastructure in Central Asia - large and medium sized irrigation canals,
HPS, reservoirs, pumping stations - remains overwhelmingly in state owner-
ship. Participants of the webinars pointed to the central role of governments in
managing and financing the water sector. The pandemic has further increased
the importance of the state: governments became the capital-allocators-in-chief
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all over the world. Taxes paid by water users are used to maintain and modernize
large water infrastructure through the state budget. Large reservoirs built by the
state (with low depreciation expenses), too, contribute to water infrastructure
maintenance and modernization via the state budget. Private investment in large
water infrastructure is likely to remain modest in the foreseeable future, due to
illiquid markets, low profitability and uncertain legal environment, and in the
case of Afghanistan, persisting instability and security risks.

Enabling governments to close the gap between investment needs and actual
capacities of their economies is of crucial importance for the long-term stability
and prosperity of the region. Accelerating institutional reforms is a sine qua non
for increasing the ability of the state to shoulder the burden of maintaining and
modernizing the crumbling water infrastructure, partly responsible for low wa-
ter efficiency due to high losses, and cover its operational costs, thanks, among
others, to more efficient resource allocation.

The countries of the region need to develop more efficient, inclusive eco-
nomic institutions to improve the capacity of the state to manage water resourc-
es. The academic community, experts and policy makers need to design and
implement institutional reforms that are rooted in the rich institutional heritage
of the region and shaped by modern economic science. More open, inclusive
institutions would spread the benefits of a thriving water sector evenly among
the population and facilitate the gradual handover of certain tasks of the public
sector to private or collective players and the civil society.

Kazakhstan’ economic reforms benefit the water sector

Resources available for Central Asian governments to implement recovery
strategies differ vastly. Kazakhstan is able to tap into the National Oil Fund (that
held about USD 60 billion in the middle of 2020) and Samruk-Kazyna to bail out
companies or entire sectors hit by the crisis and to provide economic stimulus,
including support to the water sector. Thanks to the steady implementation of eco-
nomic reforms the investment climate of Kazakhstan is about to reach international
standards; this creates favorable conditions for the development of the water sector.

Since 1991 Kazakhstan has progressed towards a market economy: particu-
lar attention was paid to increasing the competitiveness of the agro-industrial
complex. Agriculture is the main water user of the country: reforms of the sector
have facilitated the increase of productivity and growing export of processed ag-
ricultural goods. Further investment in the sector depends on the improvement
of water infrastructure.

The legal basis of water resources management has also developed signifi-
cantly. The first Water Code of the country was adopted on 31 March 1993. It
was replaced by the new Water Code adopted on 9 July 2003. The Code has
been modified many times: changes reflected economic and policy develop-
ments. A new water code is under development.
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The legal basis of environmental protection has been established, as well as the
system of water protection, a cadaster of water polluters and the map of their geo-
graphical location. A system of payment for the provision of water, water use and
water pollution has been established. Kazakhstan signed and ratified a number of
international conventions on the use and protection of water resources. This devel-
opment has been made possible by the adoption and implementation of important
state programmes: the Concept of development of the water sector of the economy
and the policy of water resources management till 2010 (adopted in 2002) and the
State program of the development of the agro-industrial complex (2017 - 2021).
These programs also cover supply of drinking water and canalisation.

Today, water resources management in Kazakhstan is based on the basin
principle that allows for the optimization of water supply to various sectors of
the economy, for the efficient functioning of the water sector and the resolution
of economic and socio-economic problems of the country. In June 2019 the
Ministry of ecology, geology and natural resources was created by a presiden-
tial decree: its responsibilities include the development and operation of water
infrastructure as well as the complex use and protection of water resources. The
ministry, among others, works on the modernization and automation of water
monitoring and planning and operation of water infrastructure.

Analysis of the economy of Kazakhstan reveals the continuous increase of
GDP per cubic meter of total freshwater withdrawal as a result of the introduc-
tion of water saving technologies and circular economy water cycle that result
in increased water productivity.

The law on “Natural monopolies" was adopted on 27 December 2018, cover-
ing water supply services and canalisation. The normative acts on tariff policy
are aimed at ensuring the profitability of service providers and attracting inves-
tors. As a result, water supply systems face less, and less technical problems
and their maintenance and operation are improving. The quality of water supply
in the cities and larger communities of Kazakhstan is ranking high among CIS
countries and is improving thanks to rapid growth of the economy. The Ministry
in 2020 elaborated the State Programme on water resources management till
2030: it will continue improving the supply of drinking water, increase invest-
ment in agriculture, the management of water infrastructure and create favour-
able conditions for foreign and domestic investment. (16)

The active involvement of international partners, climate and green
funds is crucial for achieving economic and financial sustainability of the
water sector

There is an urgent need to use more broadly and effectively resources offered
by development partners, climate funds and green development programmes.
Climate related finance from bilateral and multilateral partners could be scaled
up: grants, loans, technical assistance, project investments or co-financing can
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be leveraged by Central Asian governments. Climate change mitigation and ad-
aptation and green development can be more efficient if undertaken on a re-
gional scale. Different international partners need to be involved but the lead
must be with the countries of Central Asia. Priorities need to be aligned between
countries and donors, based on an agreed, long-term, multi-sector and cross
sector vision, into which donors and development banks can buy in and which
can be used for planning for improved systemic water resources management.

Developed countries pledged to mobilize USD 100 billion per year through
2025 to help climate change mitigation and adaptation. The EU is the largest
provider of public climate finance. The Green Deal of the European Union al-
locates more than 750 million Euro to the post Covid-19 recovery package. An
enabling political and technical environment for multi-sectoral investment to
increase water, energy and food security is key to mitigation of and adaptation
to climate change. Such investment will make countries’ economic and trade
activities more sustainable. The EU is committed to supporting sustainable de-
velopment, resilience, and prosperity in Central Asia - key priorities of the new
Strategy on Central Asia. The Green Deal will focus on the efficient use of re-
sources by moving to a clean, circular economy (17).

The EU is working together with national action plans, like Germany’s Green
Central Asia initiative. The new programming framework for Central Asia for
2021-2027 is centered on the need to create a green and inclusive economy as
a result of post-covid19 recovery. The priority areas of the program are agri-
culture, SME-s, human development (including education and health), natural
resource management (including water, energy and disaster risk reduction), as
well as a “whole of society” approach (including a Civil Society Forum). The
EU - Central Asia Economic Forum in the second half of the year will be a use-
ful platform for promoting a comprehensive approach to recovery (18).

How to translate political will into concrete action?

There is an urgent need to translate the emerging strong political will to
improve water resources management and strengthen regional cooperation into
concrete action. Although environmental systems are integrated, lessons of the
Aral Sea disaster have not been internalized: repetition of the tragedy cannot be
excluded. Ecological needs are still mostly ignored in water resources manage-
ment. Urban and rural water supply and sanitation services differ significantly.
Drinking water programmes are under way in every country but sanitation im-
provement programmes are rare. Data on water quality, if at all available, is not
well structured (19).

The Central Asian academic community must make a concerted effort to pre-
pare and support decisions through analyses and policy recommendations. Fol-
lowing the global trend of a declining predominance of engineering approaches,
researchers and experts should focus on the economic and financial sustain-
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ability of the water sector in order to enhance and sustain its contribution to
socioeconomic development. This requires teamwork by different professions,
ministries, countries: only such a broad, multi-stakeholder discussion offers an
opportunity to elaborate policy-level recommendations on how to mobilize re-
sources and how to invest them in a systemic and strategic manner. It is a shared
responsibility to work together in order to empower the countries of the region
to effectively address mounting challenges, like climate change, water pollution
or geostrategic processes.

Launching of broad, cross-sector and cross-country dialogue is the first
step

The first two webinars concluded that only the development and implemen-
tation of essential economic reforms would empower Central Asian countries to
effectively deal with the compound effects of thirty years of underinvestment
and climate change on the water sector. The development of comprehensive
reform programs, with the water sector in their center, requires the involvement
of experts and researchers from many areas: hydraulic engineering, irrigated
agriculture, energy, environment protection, economy, finance, investment as
well as strategic planning. To foster a dialogue among these experts is a learn-
ing process as they may not speak the same language. The Program “Water as a
driver of sustainable recovery: economic, institutional and strategic aspects of
water resources management in Central Asia” intends to provide support to the
evolution of such a dialogue.
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