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Water Management Financing in KNorca and S, Alrica
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1. Introduction

Korea has been actively implementing national water resources management plans
to secure water supply and control flood for economic growth and human well-being.
The investment in water resources management has been increased by average of
15.7% for the last four years. As of 2009, Korea spend 85 trillion won in water
resources management. Ministry of Environment is in the lead in the absolute amount

but Ministry of Administration shows the biggest increating rate due to the high
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costs for disaster preventions against flood or typhoon.
Table 3-1. Investment Trend on Water Resources Management(Unit: trillion won)

Average
2006 2007 2008 2009 ofIncreasing
Rate (%)
Ministry of Environment 2.1 2.2 2.4 3.2 174
Ministry of Land 1.3 14 1.6 2.5 22.6
Ministry of Agriculture 1.9 19 1.8 2.2 4.8
Ministry of Administration
(Department of Disaster 0.2 0.2 0.2 05 41.6
Management)
Total 55 57 59 85 15.7

Source: K-Water (2010)

In spite of aggressive national financing for water resources management, we rarely
evaluate the effectiveness and rationality of the financing. This research try to focus
on the evaluation of national water management financing and compare to other

countries, especially South African case study.

2. Water Financing in Korea

It is not feasible to evaluate the costs of water governance in Korea yet. In 2004,
National Assembly Budget Office was established according to the National Assembly
Law. It was founded to support National Assembly by analyzing and evaluating
issues related to the national budget, fund and fiscal policies. However, due to the
short history and limited information, there hasn’t been an comprehensive evaluation
on the costs of water governance so far. But it is expected to be attempted soon as
the investment in water resources management has been increasing as shown in the
earlier part of this chapter.

Korea has been invested to construct the equipment and facilities for emergency
countermeasures against flood. The Special Flood Fund has been allocated in 16 cities
and 232 districts which are vulnerable to overflow. Table 2 shows the costs of flood

control in Korea over the past few decades.

Table 2. Costs of Flood Control in Korea; Investment —Damage —Recovery

- Recovery

Period | CumulativeG | Investment for Flood — Flood oo

DP(mil. won) Control 'Damage

587



Amount % of | Amount(mil. | Amount( Corrilgiaggld to

(mil. won) | GDP won) 2o0f GDP mil. won)| Investment
(times)
B0s(9808| 8730550 | 4290 | 005 | 25798 020 | 23165 | 540
OsUIN09| 36532792 | 21,824 | 006 | 51,898 014 | 75652 3.47
2000-07 | 59488552 | 84,675 | 014 | 147,980 024 | 241900 |  2.85

Source: Bank of Korea, National Emergency Management Agency (2007)

According to the data, one might suggest a significant room of improvement for
the future. Korea seems to be spending much to recover the damage of flood. In
1980s, Korea invested only 0.05% of its GDP on flood control, but the damage of
flood was 0.29% of GDP, 5 times more than the investment amount. And to recover
those damages, Korea had to spend costs of 54 times bigger than the original
investment. If Korea increases the investment in flood control from the start, the later
recovery cost can be reduced. It would be difficult to reduce the damage amount of
flood since it depends on the hydrological events of nature, but with more investment

in flood control at the first place, Korea can expect to spend less money for recovery.

3. Water Financing in S. Africa

Table 3 presents the national water resources management budget allocations
against water sector (including water services), national budget and GDP information.
Firstly, it is interesting to note that the allocation to water resources has stayed
relatively stable as a portion of total water sector allocation (at just below 60%).
However, its proportion of the total national budget has dropped over the past decade
to about 0.5% as national priorities have shifted to social spending and the expanded
public works programme. Water resources management spending has remained
relatively stable at about 0.15% of GDP, although there has been a decline in the
annual recurrent expenditure for water resources management (from 0.15% of GDP in
2000 to only 0.11% in 2008).

It 1s not clear whether these trends are likely to change dramatically over the next
10 to 20 years, given the uncertain outcomes of the financial crisis for the South
African government. Interestingly, the 2010-2014 DWA Strategic Plan indicates
approximately 3% real increase in budget allocations to water resources management
over the next three years, largely driven by increased allocation to infrastructure and
support to the implementation of water resources management. This 1s a reflection

of the current concern about the availability and quality of the nation’s water
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resources, following the energy crisis associated with inadequate development of
generation infrastructure, an emerging recognition of water's importance as a catalyst
or constraint on social and economic development (under Water for Growth and
Development) and the delegation of water services implementation responsibilities to
local government. Nevertheless, there may be less on-budget capital available for the
15 proposed water resources infrastructure schemes planned over the medium term

(R20 billion over 10 years), implying a greater reliance on off-budget commercial

sources of finance.

3t 3 Water resources management expenditure compared to fiscal allocations

Financial year

budget
Total Water Sector budget

R6.5 billion

R3.3 billion

2008/2009|2004/05 2000/2001
Jfotal  operational  WRMR3 670 million |R1 940 million |R1 735 million
GovernancelRL 420 million R920 million R635 million
Infrastructure recurrengvimillion R1million R900 million
On-budget infrastructure R1million R20 million R200 million
WRM budget as % of water 579% 60% 589

R3.0 billion

WRM  budget % RSA
budget

as

Total RSA Budget

0.47%
R784 billion

0.53%
R369 billion

0.75%
R234 hillion

WRM budget as % of RSA
GDP

0.16%
R2billion

Total RSA GDP

0.14%
R 1 395 billion

0.16%
R 1hillion

Sources: Stats SA and Annual Reports (above)

4. Conclusions

After liberated from the war in 1950,

Korea started to implement successive

national economy development plans. As the demand for water increases with the
economy expansions, Ministry of Land and Ministry of Environment carried out the
national water resources management plans.

As a result, Korea has shown fairly good improvement in terms of national water
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supply, water treatment and water quality. As of 2006, 919 of the total population is
supplied with piped water and sanitation treatment ratio is 85%. However, there are
several suggestions for the future based on this draft.

- Korea should try to create public awareness toward the realistic rate of tariff. As
of 2006, cost recoveray ratio of water tariff and sewerage tariff is respectively 829
and 57.8%. Water is still considered as public goods which makes it hard to develop
policies to raise the revenues.

- More comprehensive policy instruments areneeded for the flood control. With the
seasonal imbalance of precipitation and geographical disadvantages, Korea goes
through severe flood every year. But the initial investment on flood control is
much smaller than the recovery expenditure after the actual disasters.

- There should be available information on the costsof water governance. With the
national agenda on green growth, the expenditure for water governance,
ecosystem management and infrastructure operation have been constantly
increasing. The comprehensive research and study on the governance
expenditures are required for the better water resourcs management.

- Korea needs more financing instruments to raise the revenues. Most of the
expenditures are covered by national budget. However, the demand of water and
the natural disasters have been both increasing. Also, the infrastructure facilities
are getting superannuated. To meet the needs for more expenses, Korea should

develop new policy framework including private incentives and commercial funds.
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