








ECONOMICS

HOW MUCH IS ARIVER

A growing number of economists are looking for new ways to
bring the value of ecosystems into their calculations, including
with the help of doughnuts. In the 21st century, we must adjust
to living in a world of scarcity and planetary boundaries.

Text | Maria Skold Photo | Susanna Starck and IStock

Somewhat surprisingly, doughnuts
are starting to enjoy a reputation as the
healthy choice. At least in economics.
When Oxford economist Kate Raworth
wanted to draw a picture of an economy
that is good for the planet, she made
it doughnut-shaped. The idea is now
spreading.

Her main message is that economies
must be kept within the nine planetary
boundaries; dropping off the doughnut’s
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outer edge is not safe. But, in addition, we
want our societies to be just, so we should
also avoid falling into the doughnut’s mid-
dle hole, where human needs are not met.
In Raworth’s opinion, traditional thinking
on economics doesn't give us much guid-
ance on how to get this balance right.

“We need to design an economy that
is compatible with the preconditions of
the living world. In current models, that
date back to the 19th century, economic

“The most powerful tool in
economics is not money, not
even algebra. It is a pencil.
Because with a pencil you
can redraw the world.”

Oxford economist Kate Raworth

growth is expected to be endless, which
living life never is,” she recently said at a
seminar in Sweden, hosted by SIWI and
Stockholm School of Economics.

The word “design” is important here.
Raworth argues that economists have
come to treat assumptions about human
and market behaviour as mechanical
laws, leaving little room for policy
choices. But an increasing number of
these basic tenets - the self-interested,
rational economic man for example -
have been challenged either by break-
throughs in research or by breakdowns
in real-world finance. In her view, this
opens up for a new era of freedom for
economists and politicians to design an
economic system in the safe and just
space of the doughnut.



WORTH— ANYONE?

Instead of adhering to outdated con-
cepts from traditional economics, econ-
omists have much to learn from other
academic fields, including Earth-system
studies, behavioural science and systems
thinking, Raworth argues.

In the 1950s, few economists may have
felt the need to understand Earth’s
life-giving systems since it was widely
believed that human activities could
never be on a scale to significantly alter
the ecological balance. Since then, the
global population has almost trebled in
size and the global GDP has increased
sevenfold. Freshwater withdrawal has
more than trebled and we use ten times as
much fertiliser. Species are disappearing
at a greater rate than ever before due to
damaged ecosystems.

“In a single lifetime, humanity has
become a planetary-scale geological
force,” Raworth quotes Earth-system
scientist Will Steffen as saying. Steffen,
Johan Rockstréom and fellow scientists in
2009 introduced the concept of plane-
tary boundaries, nine limits that we can’t
transgress without pushing Earth towards
potentially irreversible tipping points.

For policy makers, this leads to

new questions about how to establish
the value of resources and ecosystems,
not least in relation to water. David
Zetland, Assistant Professor at Leiden
University College in the Netherlands,
argues that water is unnecessarily wast-
ed because regulations and pricing
schemes reflect an era of abundance
that is now over. «ee

“We used to take
water for granted and
save money by build-
ing inefficient systems.
When water is scarce,
we need to change
systems so we don’t
use — or lose
— as much.”

David Zetland,
Assistant Professor
at Leiden University
College
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ECONOMICS

People in Amsterdam are good at saving water.
,.I

®e In his book Living with Water
Scarcity he rhetorically asks how it can
be that residents in San Diego in his
native California consume five times
as much water per day as people in
Amsterdam. San Diego is as arid as
Amsterdam is wet. Water officials are
increasingly worried about shortages,
but that is not reflected in the price,
which is instead based on delivery costs.
Pumping water from San Diego’s old
aqueducts is cheaper than treating

water from Amsterdam’s natural sources

and pumping that water through a
well-maintained network.

“We need to learn to manage water
differently and do away with many insti-

tutions that are not functioning well any

more since they were created for the era
of abundance,” David Zetland says.

“We used to take water for granted
and save money by building inefficient
systems. When water is scarce, we need
to change systems so we don'’t use — or
lose - as much.”

To manage scarce water effectively, he
believes that water should be divided

into two separate categories, each guided
by a separate logics. The first category is

the domain of politicians, who should
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set aside water for collective use, for
example for maintaining functioning
ecosystems - the outside of the dough-
nut. But this category also applies to the
inside of the doughnut, making sure
that poor people have access to water.

The second category of water is to be
used for everything else, from drinking
to agriculture to energy production, and
should be the domain of markets.

“You can say that this is the doughnut
itself, the actual economy, and for that to
work effectively, you must allow for mar-
kets, prices and incentives to promote
efficient use,” Zetland says.

In the case of San Diego, he thinks
this should mean that residents pay
also for the “opportunity cost” when
they get to use the water. And that they
pay the full price, without subsidies, for
new sources of water, for example from
desalination.

In low-income countries it is trickier
to get this model to work, mainly due
to problems with corruption and lack

of accountability. David Zetland claims
that offering poor residents water for free
often means that they end up without
any public water at all since no one is
interested in offering them services that
lose money. As a solution, he suggests

a national water registry that entitles
everyone to a share of the royalties paid by
whoever uses the water. Those subsidies
would give everyone enough income to
pay for quality drinking water services.

Tackling corruption is the single most
important aspect of improving water
governance, he argues. One of the most
efficient ways to do this would be to avoid
mega projects like huge dams or the
gigantic river-linking projects currently
championed by countries like China and
India. Environmental risks aside, those
projects tend to fuel corruption and
waste.

“With new technology, it makes
much more sense to look for small-scale
solutions that can be managed by people
locally. There are many great examples
out there already,” he says.
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John Joyce,
Chief Econo-
mist at SIWI,
also feels that
we are at a kind
of cross-roads.
The traditional
growth model
assumed an
abundance of

John Joyce

capital, but now its resource constraints,
opportunity costs and scarcity are front
and centre. Well-maintained ecosystems
are essential to achieving economic and
social goals,” Joyce says.

Degraded systems mean the extinc-
tion of freshwater species, impacting on
the systems’ resilience and productive
capacity. The rising damage costs, both

“In a similar vein as the smoking ban and
seatbelts in cars, there are many practices today
related to freshwater systems that should be
unimaginable in 10 years time.”

John Joyce, Chief Economist at SIWI

freshwater resources and led to over-
allocation, inefficient use and misman-
agement. As a consequence, river basins
are drying up and many of the world’s
watersheds do not reach the sea anymore.
“The economics of water has tradi-
tionally been about the limitations of

ecological and social, is something that
societies increasingly are no longer will-
ing to accept.

“We can expect a big societal push back
on the way water is used. In a similar
vein as the smoking ban and seatbelts in
cars, there are many practices today re-

Redrawing the world

Is drawing doughnuts really going to change the world? Kate Raworth clearly thinks so.
In her book Doughnut Economics: Seven Ways to Think Like a 21st-Century Economist she
writes “The most powerful tool in economics is not money, not even algebra. It is a pencil.
Because with a pencil you can redraw the world.”

lated to freshwater systems that should
be unimaginable in 10 years time,” he says.

These signals are being picked up by
companies and investors. Joyce expects a
growing market where for-profit compa-
nies deliver solutions that enable eco-
logical improvements, driven by societal
preferences.

“Decoupling freshwater from produc-
tion processes will be the landscape of the
future. This will drive economic growth
firmly from a sustainability perspective.
More forms of capital are available than
ever before, the bonds market is growing
and sustainable finance is on the rise.
Finance is not the constraint it used to be”

In Joyce’s view, there is reason for
cautious optimism.

“Many of these processes are still in
their infancy, but the signals and struc-
tures are definitely there. We can expect
to see many new market opportunities
linked to recovery and restoration of
damaged freshwater ecosystems.
Finally, the tide will start to turn.” @

The doughnut is used to change where we draw the line when it comes to economics

DOUGHN U
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- what does and what does not belong in that category. By first visualizing another
economic order, it becomes easier to then present arguments underpinning it.
Convincing others with the help of pictures is of course something humans have

always done, at least since prehistoric cavemen first discovered the joy of scribbling
on walls, but it took modern neuroscience to figure out why this is so effective.
Turns out our brains are wired for visuals. According to Raworth, there are several
reasons why what we see has such strong influence on us. Firstly, half of the nerve
fibres in our brains are linked to our vision and we only need 150 milliseconds to
recognize an image. We may even see faces in the clouds or monsters in lakes that
are not really there, because our brains are so tuned to pattern-spotting. Second, images tend to stick.
Unlike words, they go directly into long-term memory. And when text and images send conflicting

messages, images are more likely to win.

So if you have an idea you really want to share with the world, pick up a pencil and draw it.
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LAST WORD

SDG 6 and beyond: great

ambitions, great challenges

GLEAN WATER
AND SANITATION

v

Text | Torkil Jench Clausen Photo | Sigrun Sauerzapfte

When the world adopted the Sustainable Development Goals
(SDGs), one of the 17 goals was SDG 6, to “ensure availability
and sustainable management of water and sanitation for all’”.

The water community was jubilant. Finally, specific and
ambitious targets were set for all countries to, by 2030, achieve
full access to safe water and adequate sanitation, and universal
implementation of Integrated Water Resources Management
(IWRM) at all levels. At the same time commitments were made
to improve water quality, halve the proportion of untreated
wastewater, increase recycling and reuse, increase water-use
efficiency, reduce suffering from water scarcity, and protect
and restore ecosystems. Countries are now developing SDG
implementation plans and the global water community is
developing indicators and monitoring systems for each of the
six specific SDG 6 targets.

Now, in 2018, the honeymoon is over and we are called to task
to actually deliver. The question arises: can we? Will the world
mobilize the resources and create the capacity to accelerate
development and scale up implementation to meet these targets?

The recent Review of SDG 6 in New York in July 2018 was
sobering. For some of the targets we may get close, for others far
from. The Review recognized that a process has been started,
but that the level of commitment and action needs to increase
sharply if we are to achieve the SDG 6 targets.

The six SDG 6 targets are mutually inter-dependent, and
cannot be achieved if we treat them in isolation. Good water
quality (6.3) is a pre-condition for achieving the water supply
and sanitation targets 6.1 and 6.2, which in turn depend on
sustainable water use (6.4) and healthy ecosystems (6.6). This
links everything to good water governance and IWRM (6.5).
Will countries well before 2030 have governance systems and
public-private partnerships in place that allow thinking and
acting across these targets? Will the international community
be able to cooperate across traditional professional divides?
Can we revitalize IWRM to become more relevant for the 2030
Agenda ahead?

But looking at SDG 6 alone does not do it. Water is a connec-
tor across the SDGs, and most of the other goals depend on
water for their achievement. In many cases this connection

is win-win and targets are in synergies with SDG 6, as for
example between SDG 6 and targets for poverty reduction
(SDG 1), hunger and malnutrition (SDG 2) and reduction of
water-borne diseases (SDG 3). In other cases, the SDGs are in
potential conflict, such as targets on water quality, water use
and ecosystems that may be negatively impacted by increased
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access to energy (SDG 7),
economic growth (SDG 8)
and infrastructure develop-
ment (SDG 9).*

We now need to take

bold steps out of our usual
comfort zones to interact
and integrate with other
communities that we often
talk “about”, but not “with”,
both national and global.
The water community talks
about the Water, Energy
and Food Security Nexus,
linking SDGs 2, 6 and 7,
but engaging particularly
the energy community is
difficult. The ocean com-
munity recognizes that
land-based activities pol-
lute and litter the oceans, yet getting the freshwater and ocean
communities to engage hand-in-hand to link SDGs 6 and 14

is difficult. For practically every water-related SDG there are
such examples.

On the one hand, we are at the beginning of the 2030 road
and need to be realistic and patient when trying to create a
new paradigm of cross-sectoral, cross-community cooperation.
On the other hand, we have little time to lose: if we do not
accelerate integrated SDG implementation now, we shall fail
on many of our great ambitions.

With the SDGs, a great stage has been set to take water-related
development to a new level. The ambitions are justified, and
the challenges to reach them expected. We may not be able
to deliver on all ambitions, but this is our chance. We have no
excuse not pursuing it. @

*See UN-Water 2016: Water and Sanitation Linkages Across the 2030
Agenda for Sustainable Development.
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14 SEPTEMBER
Deadline for the Public
Dialogue on the SDG 6
Synthesis Report

UN Water has tracked global
progress on SDG 6 in the SDG 6
Synthesis Report 2018 on Water
and Sanitation and now the
public has been invited to join
the discussion. Feedback on the

Manila

2-4 OCTOBER
Asia Water Forum 2018

“Information, Innovation, and
Technology" is the theme for
this year’s Asia Water Forum,
held in Manila, Philippines.

https://www.adb.org/news/
events/asia-water-forum-
2018-information-innovation-
and-technology

7 NOVEMBER

Our Future Water Berlin
Young water leaders get
together in the German capital
to discuss future challenges.

http://www.ourfuturewater.
com/berlin/

21-29 OCTOBER

COP13 Ramsar Convention
on Wetlands

The 13th Conference of

the Contracting Parties to

the Ramsar Convention on
Wetlands will be held in Dubai,
United Arab Emirates. The
theme is “Wetlands for a
Sustainable Urban Future”.

https://www.ramsar.org/
about-the-cop13

report can be submitted until 14
September.

http://dialogue.unwater.org/

All publications
can be found

online at

Read our latest publications!

Water: the path
to Agenda 2030
implementation

OPEN LETTER AND SIWI POLICY

Ahead of the High-level Political Forum in July,
SIWI produced a policy brief on the importance
of water in the implementation of the sustaina-
ble development goals, Water: the path to Agenda
2030 implementation. In addition, SIWI also took
the initiative to an Open letter, which can also
be found as a policy brief, named Building a
resilient future through water.

WATER IN THE LANDSCAPE

SIWI Swedish Water House has produced =
a new report, Water for Productive and
Multifunctional Landscapes, from the
cluster group Landscapes and Water.
The report highlights both Swedish and
international examples.

I

NEW SIWI PUBLICATIONS

WATER

Foto: Henrik Trygg
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SI STOCKHOLM

WATER
—— PRIZE

Who is changing
your water world?

Now it’s time to nominate to the 2019 Stockholm
Water Prize! Do you know an outstanding woman,
man or organization whose actions, research or
thought leadership is transforming the world to make
it more water wise? We want to acknowledge the
brightest minds and bring in fresh perspectives from
practitioners, academics and others across the globe.

The Stockholm Water Prize is the world’s most pres-
tigious water award and has been presented annually
since 1991 to recognize and celebrate extraordinary
achievements.

NOMINATE TODAY at siwi.org/nominate.

2018 Stockholm Water Prize Founders

* Bacardi » Europeiska ERV ¢« Poul Due Jensen Foundation « Ragn-Sells
* Water Environment Federation ¢ Xylem ¢ Alandsbanken siwi.org/prizes
Supporter: Grand Hétel #tstockholmwaterprize






