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WATER AND
INNOVATION

?

The potential of BC’s
new water rentals system
By Oliver M. Brandes, Co-Director, POLIS Project on Ecological Governance, University of Victoria

with special thanks to Laura Brandes (Communications Director, POLIS Water Sustainability Project, University of Victoria), Rod Dobell (Professor Emeritus of Public Policy and
Senior Research Associate, Centre for Global Studies, University of Victoria), and Ian Hudson (Professor of Economics, University of Manitoba) for review and thoughtful input.

Some have suggested that good clean water is so fundamental – so valuable – that it is, in essence, “priceless.”
While this may be true, it does not suggest that economic signals should be thrown to the wayside when
managing the stewardship of our most precious resource.
The Province of British Columbia, after an exhaustive six-year engagement and law reform process, recently
passed a new Water Sustainability Act (WSA). The WSA highlights an effort by the provincial government to
ensure the sustainability of BC’s precious water resources, and watersheds and ecosystems, in the interest of
both the many diverse users of fresh water and future generations. The new legislation has offered government
an opportunity to bring groundwater into the licensing system, while also revisiting its approach to the pricing of
water licences more generally.
The whole WSA process holds significant potential for new and innovative directions for water management in
BC. Innovation, however, does not come cheap.
WHY IS WATER LICENCE PRICING IMPORTANT?
Although not directly part of the provincial water law reform commitment, the government did address the issue
of water licence pricing as the WSA was being put in place last spring. In April 2014, the Province accepted
public feedback on the core principles that would guide the development of water licence pricing options for
BC. Importantly, the Province offered the opportunity to streamline the entire water pricing and rentals system
to improve fairness and simplify and consolidate the structure, and to ensure the citizens of BC receive at least
some financial benefits from the access granted to large groundwater users across the province. This process
also allowed those interested to have a say in how the Province might better reflect the true value of water in its
pricing system.
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When the WSA officially comes into force next
year, it will require the provincial government to
take on a number of new functions and activities.
At a minimum, these new activities will include
groundwater licensing, setting and enforcing
environmental flow requirements, improved water
availability and use monitoring, and additional
opportunities for developing detailed localized
plans and water sharing arrangements. Of course,
implementing all of this will require significant
additional financial resources for staffing,
freshwater assessments and focused funding.
Recognition of the need for these additional
resources helped spur the discussion about
reforming the provincial water licence pricing
system. The government’s review of the pricing
of water licences is a once-in-a-generation
opportunity. It is a chance to not only emphasize
new practices that promote efficiency,
conservation, and innovation by better linking
water use to price paid, but also to seek those
necessary additional resources to ensure the new
WSA can be fully implemented.
The most critical objective of any such
reform must be to ensure that the pricing of
water appropriately reflects all values of water.
This includes ecosystem integrity (such as
protecting minimum water levels in rivers and
lakes to keep fish and watersheds alive and
thriving), as well as ensuring drinking water
for communities, water for agriculture, and
water for the other important local economic
priorities – now and into the future. In today’s
age of uncertainty with a changing climate and

shifting social priorities around water use, this
must all be done in an adaptive fashion that is
responsive to changing circumstances – both
ecologically and socially.
THE CURRENT SITUATION
The new WSA is a much-needed piece of
legislation that updates the sorely out-of-date,
over 100-year-old previous Water Act. The former
act was better suited to addressing pioneer life
and mining, and was ill equipped to deal with
the challenges of modern-day BC, increasingly a
place of high-rise buildings, high tech and
ever-higher tides. The old legal regime did not
even regulate groundwater nor take seriously basic
ecological requirements for fish and ecosystems.
Even a cursory review of both the submissions
to government and recent media headlines
associated with water pricing in BC reveals that
fresh water is highly valued and viewed to be
massively underpriced in this province. Water
rentals and fees in BC have historically been
set far too low for surface water users (and not
at all for groundwater users, since it was not
regulated). Basic administrative costs have not
been covered by the water fees and rentals
system, nor has there ever been any real incentive
for water conservation or efficient use. With the
new groundwater licensing system imminent,
government understood that some groundwater
users must be brought into a pricing structure that
effectively signals the value of water, promotes
conservation and innovation, and covers the costs
of administration for such a regulatory regime.

It is important to acknowledge upfront that
the issues of who owns water – especially in
the face of unacknowledged aboriginal water
rights – and privatization of the resource are
extremely contentious ones. However, ensuring
an appropriate price signal is associated with
provincial licensing of fresh water does not mean
ownership or commodification of water itself.
Instead, it is a tax or a fee associated with the
privilege of accessing and using the resource and
not an opportunity to exchange it on a market.
So, although ownership and privatization are
important themes of governance, these are not the
issues the Province has recently contemplated in
its efforts to update water fee and rental rates and
bring groundwater under this system.
WHAT THE PRICES WERE …
To date, the industrial and commercial water-use
fees set by the Province have been extremely low,
set at $0.85 per million litres of water. One million
litres of water is equivalent to the water needed to
fill a 25-metre-long swimming pool or the water
used by approximately 3,000 average Canadians
(a small town) in one day – valued at less than one
dollar total. Annual rentals have varied by water-use
purpose and typically range from $0.01 per million
litres of water to $1.10 per million litres of water
(Government of British Columbia, 2014).
WHAT THE PRICES WILL BE …
In February 2015, the Province announced
that a new fee and rental schedule had
been set with a view to recover the costs of
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administering the new Water Sustainability
Act and to better manage the province’s
water for future generations. These rates
will come into effect in 2016 along with
the new groundwater licensing system and
generally involve an increased, initial, onetime application fee for new users and also
an annual rental payment. This will vary from
$0.02 per million litres of water for water
storage and conservation purposes, to $2.25
per million litres of water for most municipal,
industrial and commercial purposes.
On average across the various categories of
water uses, this basically represents a doubling
of the cost to end-users from the old system.
To put this in context, the water required
to irrigate 40 acres of hay in Kamloops will
increase from about $90 to $128 annually,
and an Abbotsford farmer with 100 cows will
see an annual licence fee change from $25
to $50. Municipalities and industrial users,
like water bottlers, oil and gas operations,
and some mining operations, will be charged
at the highest rate of $2.25 per million litres
of water. So, Nestlé will likely be paying less
than $600 annually for its water withdrawal
from its Fraser Valley facility, assuming an
estimated use of 265 million litres annually.
Hydraulic and placer mining operations will
be charged at a little more than half the
typical industrial cost at $1.30 per million
litres of water for their operations (see British
Columbia Newsroom, 2015 for further details
and additional examples).

1000 cubic metres
of water is equal to:
1,000,000 litres;
50,000 fivegallon jugs;
Enough water for
15,000 showers; and
Enough water to fill a 25m
swimming pool.
Image credit: BC Government.

While the new rates are a slight improvement
on the previous fee system, across the province
they are almost universally viewed as still too low.
Many suggest that the Province still does not
value water as much as it should, nor is it
collecting sufficient revenues from end users
commensurate with the benefit received or the
value of the resource to the community as a

whole. In fact, these rates remain one of the
lowest in the country and, indeed, in much
of the world. However, even though we can
acknowledge an improvement, two times a little
is still, in this case, very little.
Persuasive evidence does suggest that end
users – especially industrial users such as oil and
gas, water bottling, beverage companies, and
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manufacturing – are both willing and able to pay
more to ensure that fresh water is protected and
effectively managed. An important question any
British Columbian should be asking is: Will the
new fee schedule actually be sufficient to cover
the Province’s basic administrative costs and to
help support much-needed freshwater monitoring,
flow assessments, planning, oversight and
enforcement associated with the new WSA?
Someone – whether it be BC taxpayers
or water users – must ultimately pay

the administrative costs associated with
implementing the WSA. Linking usage more
directly to an effective system of full cost
recovery may be more equitable and also more
sustainable (from both a financial and ecological
perspective) than the current approach.
FULL-COST RECOVERY
Regarding cost recovery, it has to be recognized
that data gathering and additional information
regarding environmental flows or groundwater

thresholds will be required, and will almost
certainly be costly. In addition, capacity for
monitoring, enforcement, planning and, in some
regions, new institutions and organizations
will also be needed (for example, watershedlevel decision-making or oversight bodies).
The provincial government has acknowledged that
additional financial resources will be required to
ensure effective implementation, but only time
will tell if the increased revenue will be sufficient.
Concern exists that the full range of activities will
not be covered. The most important activities, and
their complementing good governance principle
(shown in parentheses), will likely need to include:
• Maintaining an effective provincial
enforcement regime supported by those who
benefit (beneficiary pays).
• Comprehensive monitoring and reporting of
water use and impacts on watersheds and
aquifers (transparency).
• Detailed understanding of local environmental
flow needs and aquifer health and dynamics
to inform all allocation and water planning
decisions (science-based decision making).
• Financial resources and expertise for the
development of enforceable plans and
application of area-based regulations
in priority areas, including capacity to
implement and ensure compliance
(financial sustainability).
• Conflict resolution processes that assure
citizens the right and ability to participate in
key aspects of the allocation decision process,
including citizen access to appeal decisions
(public participation).
• Independent oversight (accountability).
• Basic administrative support for designated
authorities (watershed governance).
• Increased efficiency and conservation
(volume-based pricing).
See Brandes, 2014 for more detail and further
discussion about what should be considered
as part of the “full cost” of fresh water in
British Columbia.
NECESSARY CHARACTERISTICS
OF A NEW WATER RENTALS SYSTEM
Any effective water rentals system must,
fundamentally, have the following characteristics
(Brandes, Renzetti, & Stinchcombe, 2010). These
specific considerations must guide the Province
as it continues to fine-tune its water rentals and
fees system over time.
• Signal the actual cost of the water used
(including impacts on the environment) to
provide a financial incentive for users to use
it productively and promote conservation
and efficiency on a continuing basis.
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LOOKING FORWARD
As this article has suggested, significant uncertainty
continues to exist around whether the new system
will provide sufficient resources to fully implement
the new Water Sustainability Act or whether the
new pricing regime will actually change end-user
behaviour to promote efficiency and conservation
– and ultimately innovation. These concerns remain
an open question, and only time will tell. Therefore,
a central recommendation going forward is to
ensure a regular, periodic review of the pricing
regime to determine if the Province is appropriately
recovering sufficient wealth from its freshwater
resource. Such a review would allow for revisiting
how the pricing system is functioning and whether
it is achieving its intended outcome.
A potentially important facet of designing
this ongoing process to address provincial water
pricing might include the creation of an
arm’s-length body that would bring expertise
and up-to-date knowledge on best practices
on water licence pricing, and also be tasked
with initiating future reviews. This type of
approach would build legitimacy and increase
acceptance of any new pricing regime, and also
ensure the political “minefield” associated with
such reforms could be better navigated, thus
promoting better decisions – not just politically
expedient ones – while building long-term
benefits for all British Columbians.

The government of British Columbia is to be
commended for its efforts to initiate the necessary
revision of BC’s water pricing schemes as a
complement to its water law overhaul. It should
also be recognized for the extensive consultation
process that has built many opportunities for
interaction with citizens as part of the broader
vital undertaking of modernizing BC water laws.
The new regime associated with the WSA
cannot be delivered without new resources. As
such, there must be a substantial increase in
government resources. The current fee increase
is an important initial opportunity to seek these
additional funds at no net cost to the overall
government budget, but, ultimately, much more
will be needed in the near future to ensure that
the provincial pricing regime truly reflects the
value British Columbians place on our most
precious resource.

SO

• Promote innovation and technological
progress by encouraging inventors,
engineers, and scientists to develop
water-saving devices, practices and
technologies to promote more productive
use and water conservation over time.
• Provide enough revenue for the Province
(and potentially other suppliers, such as
public water utilities) to cover the full cost of
providing the necessary services associated
with good water provision and management.
• Metering of (or capacity to estimate) individual
water connections/uses where directly licensed
by the Province, and encouraging end user
metering for local water utilities, regional
districts or municipalities.
• Understanding of the broader local
watershed, stream, lake, or aquifer functions
and their ecological status.
• Volumetric charging where charges are
based (at least in part) on the actual
amount of water used.
• A water rate that is sufficiently high to
influence decisions about water use and
implementation of water-saving technologies,
while ensuring provisions such as “lifeline”
allotments for all basic human needs.
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