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Executive Summary

Background and objective. An important aspect of water and sanitation service provision is the fact that
access to water and sanitation is, by its nature, provided at the lowest level of the public sector. As such,
regardless of the degree of decentralization and the nature of the decentralization model chosen by a
country, the delivery of water and sanitation is, by definition, “decentralized”.

Irrespective of the institutional approach with which decentralized water and sanitation services (DWSS)
are organized and implemented at the local level, efforts to expand access to water and sanitation
(especially to poor and underserved populations) — as well as efforts to improve operations and
maintenance of existing water and sanitation systems — are often hindered by the challenges posed by
the “vertical” (intergovernmental or subnational) aspects of water and sanitation provision.

The current study contributes to both the state of knowledge and the state of practice on this topic by
developing an organizing framework to shed light on the vertical organization of water and sanitation
services. Specifically, it seeks to analyze how DWSS interacts with decentralized governance
arrangements in different counties by applying the initial diagnostic framework to six countries (Kerala
(India), Indonesia, Kenya, Peru, South Africa and Tanzania). In this context, it considers what can be
learned from an analysis of DWSS in these six selected countries.

The approach recognizes that, more often than not, water practitioners are forced to take the nature of
decentralization in a country as given. They are tasked with improving the performance of water and
sanitation services within the context of the existing governance arrangements. As such, the
methodology is agnostic with regard to the decentralization approach: it does not make an a priori
assumption that more or less decentralization—or any one specific decentralization model—is more
effective or preferred over another.

An important benefit of viewing the delivery of DWSS through a “big picture” lens—which looks not only
at the governance arrangements for water and sanitation providers, but also considers the vertical
governance arrangements for the water and sanitation sector more broadly—is that it can reveal non-
technical constraints to water and sanitation service delivery. The initial application of this assessment
framework suggests that broader institutional and political economy forces play an important role in the
service delivery failures and should, perhaps, be more explicitly considered in project designs.

The diagnostic framework for decentralized water and sanitation services. The diagnostic framework
developed to analyze decentralized water and sanitation services builds on the World Bank’s (2012)
Approach to Public Sector Management 2011-2020: Better Results from Public Sector Institutions. It also
draws on: the local governance assessment framework developed by Serdar Yilmaz, Yakup Beris;
Rodrigo Serrano-Berthet (2008), the World Banks’s Guiding Principles for Successful Reforms of Urban
Water Supply and Sanitation Sectors (Locussol and Fall 2008; and the associated Template for Assessing



the Governance of Public Water Supply and Sanitation Service Providers (Locussol and van Ginneken
2010).

A shared understanding of the governance, institutional and fiscal context of decentralized water and
sanitation services is required in order to forge a structured, problem-driven assessment of
decentralized water and sanitation institutions. It helps to identify whether principles of sound
institutional design are met. It can also aid in identifying any binding constraints to public sector
effectiveness, as well as any shortcomings in the decentralized delivery of water and sanitation services.

As such, the assessment framework does not judge the structure of DWSS against a norm-based
decentralization standard, or certain best practices. Rather, it aims to assess whether the vertical
institutional arrangements surrounding DWSS comply with basic principles of sound institutional design
in six areas or dimensions of local water and sanitation provision, including:

(i) the organizational structure of water and sanitation services;

(ii) the assignment of functional responsibilities;

(iii) the effectiveness and responsiveness of the (local) political leadership;
(iv) the degree of local control over administration and service delivery;
(v) local fiscal autonomy and local financial management; and

(vi) local participation and accountability mechanisms.

Together, an assessment of these six dimensions should help to inform: whether the organizational
structure and functional responsibilities assigned to the various actors in the sector (including the
regulatory framework) are clear and effective; whether (political) decision-making authority and
administrative authority are aligned with the responsibilities of each actor; whether sufficient and
predictable funding for the sector is available (taking into account the difficulties in adopting a full cost
recovery model in developing countries and the need for hybrid financing mechanisms that incorporate
public funding); and whether mechanisms for holding the various sectoral actors accountable for their
performance are in place. This typically requires a wide range of approaches, including democratic
oversight at different levels, hierarchical top-down oversight (vertical accountability), performance
contracts, and/or horizontal (bottom-up) accountability approaches (including client power).

Observations from the country cases. Drawing on the six in-depth studies of institutional arrangements
with respect to decentralized water and sanitation services, we observe a considerable degree of
diversity in the nature of decentralized water and sanitation arrangements and outcomes across the
countries, including diversity in: the subnational (intergovernmental) country structures; the
institutional approaches to decentralized water and sanitation delivery; the local political systems; and
sectoral outcomes and performance.

One area of considerable similarity, however, is the way in which local water and sanitation providers
are funded. In all but one of the country cases, higher-level governments do not provide systematic
grant funding for the recurrent operations of local water and sanitation services. Likewise, on the
development side of the budget, only discretionary, earmarked grants from higher levels of government
are provided to fund the capital requirements of local water and sanitation services. This suggests that—
under the conventional division of funding responsibilities—improvements in access to water and
sanitation are primarily determined by the extent to which the central government is willing to (directly
or indirectly) fund expansion of water and sanitation infrastructure. At the same time, operational
performance and sustainability is primarily driven by the institutional capacity, incentives and



accountability mechanisms within which local governments and/or local service providers operate.
While this is the typical model in the sector, it may not be the best way to ensure the long term
sustainability of services as the ability to absorb new infrastructure at the local level may not match the
pace at which infrastructure is supplied from the national level.

Although the case studies do not offer in-depth political economy assessments of the system of
decentralized water and sanitation services in each country, a second area of similarity noted across the
country cases is the important role that political economy forces play in shaping intergovernmental
arrangements and local dynamics.

Tentative lessons and conclusions. Although the country sample reviewed is non-random and too small
to draw any definite conclusions, the comparative overview of country cases is anecdotally consistent
with the working assumption that institutional weaknesses related to the vertical (intergovernmental or
subnational) organization of water and sanitation services have a negative impact on sectoral outcomes
and performance. Although this does not mean that improved vertical institutional arrangements
regarding water and sanitation will necessarily lead to better sectoral outcomes, it does suggest that
further analysis of the vertical aspects of decentralized water and sanitation services is warranted.

Another pattern that seems to emerge from the initial comparative analysis is the fact that it is not so
much the approach to decentralization that seems to matter in achieving improved sector outcomes or
performance. Rather, it is the extent to which the chosen approach is properly implemented. In three of
the six case studies considered (Indonesia, Peru, South Africa), devolution reforms were implemented in
a relatively sound manner and seem to play, on balance, a positive role in improved water and
sanitation services. In these countries, local governments are responsible for the operation and
maintenance of water and sanitation systems. Yet, they also play a role in the development and
construction of additional water and sanitation infrastructure.

In the three other cases (India, Kenya, and Tanzania), there are considerable “vertical” tensions between
different government levels and/or competition between different central-level stakeholders that have
resulted in: unclear, duplicative or inefficient organizational structures; unclear, duplicative or inefficient
assignment of functional responsibilities; inadequate administrative authority and weak institutional
capacity at the local level; inadequate, fragmented and inefficient funding; and weak or ineffective
participation and accountability mechanisms.

The initial review of country experiences suggests that any decentralized approach to water and
sanitation service delivery requires political will to transfer service delivery power and responsibility
from higher-level governments to lower-level governments or entities. However, it also requires a
recognition of the fact that every other aspect of the vertical institutional arrangements for
decentralized water and sanitation provision will be shaped by the political economy motives of central
government officials and local government actors.

As such, a tentative argument could be made that while devolution may be able to improve sectoral
performance in the long run as economies grow and develop (as evidenced by the almost universal
reliance on devolved DWSS in Organization for Economic Co-operation and Development [OECD]
countries), in the short term, the key determinant of effective water and sanitation provision is not the
nature of the decentralization model per se. Rather, it is the extent to which the countries are able to
manage the (central and local) political economy forces that are likely to oppose or frustrate the
introduction of an effective devolved approach to DWSS. Unless there is sufficient political will—and the



necessary alignment of political economy forces—to ensure the effective implementation of a more
decentralized (devolved, deconcentrated or delegated) approach to water and sanitation services, it
may in fact be better to pursue a more centralized organizational structure for the provision of such
services.
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1. Background

Despite the substantial efforts being made to increase access to water and sanitation services (WSS)
around the world, progress has been uneven both between and within countries. In order to improve
the performance and accountability of WSS—for instance, in the context of the 2030 Agenda for
Sustainable Development—it is clear that international actors need to move beyond providing technical
solutions in water and sanitation. Indeed, there is a need to better understand why current institutional
arrangements in water and sanitation are failing to perform in different countries. In order to jumpstart
this effort, the World Bank is launching a series of analytical studies to explore what institutional, policy
and regulatory mechanisms are required to create the proper enabling environment to enhance sector
performance in water and sanitation.

An important aspect of water and sanitation service provision is the fact that access to water and
sanitation is, by definition, provided at the lowest level of the public sector, that is, where the public
sector interacts with the people in a localized, place-based manner (box 1.1). Thus, regardless of
whether water and sanitation infrastructure and services are provided by “devolved” local governments
or through other institutional arrangements (for instance, through delegation to local water and
sanitation authorities that report to the Ministry of Water at the central government level), all water
and sanitation services are ultimately “local” services. Therefore, the delivery of these services is, by
definition, “decentralized”. In fact, even when local water and sanitation services are provided by the
national Ministry of Water or a single national water and sanitation provider (in a “centralized” manner),
ultimately, the local delivery of services must—in one way or another—take place in a decentralized
manner (that is, through a deconcentrated organizational structure). (See box 1.2).

This report was prepared by a task team led by Gustavo Saltiel (Lead Water & Sanitation Specialist, Latin America
and Caribbean [LAC]Region, the World Bank) and Rama Krishnan Venkateswaran (Lead Financial Management
Specialist, Governance Global Practice, Africa Region, the World Bank) and comprising of Jamie Boex (Senior
Fellow, Duke Center for International Development, Duke University and Lead Author/Consultant), Rolfe
Eberhard, Anand Mathew, and Milton von Hesse La Serna (Consultants) and supported by llan Adler, Norhan
Sadik and Berenice Flores Uijtewaal. Peer Reviewers included Chris Heymans, Craig Kullman, Mouhamed Fadel
Ndaw (all from the Water GP) and Ana Bellver (Governance GP). We are thankful to the guidance received from
Maria Angelica Sotomayor (Practice Manager) and William Kingdom (Lead Water & Sanitation Specialist) from the
Water GP as well as for comments and insights from numerous World Bank colleagues both in the Water and
Governance Practices.



Box 1.1 The distinct nature of water and sanitation services

Water and sanitation are interconnected, localized services and are often dealt with together in a development
context. In reality, however, the provision of drinking water and the provision of liquid sanitation services are two
distinct services. The core technical difference between the two functions, perhaps obviously, is that water
provision deals with bringing drinking water into a local government or local area, whereas sanitation services deal
with removing liquid waste from the local area or the local government’s jurisdiction. This simple explanation
conceals that the technologies by which drinking water and sanitation services are provided have an important
impact on the effectiveness of different organizational, administrative, financial, and institutional aspects of
service provision.

Local water provision. Regardless of the technology used in the supply of drinking water, the basic steps in
providing residents with drinking water involve (i) abstraction (extracting water from its natural environment); (ii)
water treatment (filtration and cleaning) and (iii) distribution or reticulation.

Urban areas in developing countries have adopted a wide range of technologies in ensure drinking water to their
residents, ranging from city-wide networked (or piped) water schemes using modern water treatment
technologies that provide households with metered water, to the absence of publicly-provided access to drinking
water, thus requiring residents to rely on private tube wells (often fitted with hand pumps), water trucks, or
unimproved water sources. Obviously, the exact nature of the technology (or mix of technologies) used in any
specific setting (urban or rural) has important implications for how water provision is governed and funded.

As a result of lower population density and lower incomes (and the associated lower ability-to-pay), rural areas
often lack the density of demand to justify piped water systems. Instead, rural water supply options typically
include improved water points; small gravity-fed schemes (by which gravity is used to channel water from a natural
source to a community stand-pipe); tube wells (boreholes) with hand pumps; or small-scale mechanized water
schemes, which may involve a diesel pump or solar-powered motor pumping water in and overhead tank, which is
subsequently distributed through a stand-pipe or a small piped distribution network. Again, the exact nature of the
technology (or mix of technologies) used in a rural area has important implications for how water provision is to be
governed and funded.

Local sanitation provision. The basic steps in providing residents with sanitation services involve (i) collection of
human waste and/or waste water at source; (ii) transport of the waste water; and (iii) waste water treatment and
discharge. The two main sanitation technologies available are networked (sewered) sanitation systems and non-
sewered sanitation systems. Non-sewered sanitation systems include everything from no services (i.e., open
defecation) to composting pit latrines and septic tank-based sanitation systems which require pump trucks to
empty and transport the liquid waste.

Although sewered sanitation systems are nearly universal in urban areas in industrialized countries, this is not the
case in many developing countries. In many developing cities, sewered sanitation is only available in the urban
core (if at all), with the remainder of the urban area typically serviced by septic systems. Informal settlements in
peri-urban areas may be served—if at all—by sanitation blocks or public latrines. In rural areas, septic tanks often
provide the upper end of the technology scale in sanitation, with private and public latrines being the more
common approach to sanitation. In the rural areas of many countries, in the absence of improved sanitation
facilities, open defecation is still widely practiced.

Source: World Bank (2016).




Box 1.2. Different Types of Decentralization

Decentralization has traditionally been defined as “the transfer of authority and responsibility for public functions
from the central government to subordinate or quasi-independent government organizations” (Litvack and Seddon
1999: 2). The decentralization literature commonly recognizes three different approaches to decentralization,
notably devolution, deconcentration and delegation. The decentralization literature considers deconcentration
and delegation to be more ‘centralized’ approaches to decentralization, as compared to devolution.

Devolution is the transfer of authority and responsibility for public functions to quasi-autonomous units of local
government with corporate status. Sometimes, the term decentralization is used synonymously with devolution. In
the context of water and sanitation provision, this would be a situation in which local governments—either directly,
or through a municipally-owned utility company—are responsible for constructing and managing water and
sanitation infrastructure, as well as providing water and sanitation services to local residents.

Deconcentration is the transfer of decision-making authority and responsibility for public functions to lower
territorial levels of the central government. In the context of water and sanitation provision, this would be a
situation in which water services are delivered through local (or provincial) offices of the national Ministry of
Water.

Delegation is the transfer of authority and responsibility for public functions to semi-autonomous public
authorities or corporations, or non-governmental or voluntary organizations. In the context of water and sanitation
provision, this would be a situation in which a public corporate entity is given the responsibility for water and
sanitation provision. (Such an entity could either be a national or a local water and sanitation authority). While
such an entity would have operational discretion, it would ultimately be accountable to the national government
for its performance.

Source: Litvack and Seddon (1999); Boex (2012).

Irrespective of the institutional approach with which decentralized water and sanitation services (DWSS)
are organized and implemented at the local level, efforts to expand access to water and sanitation—
especially to poor and underserved populations—are often hindered by the challenges posed by the
“vertical” or intergovernmental aspects of water and sanitation provision. Yet, relatively little is known
about the vertical aspects of water and sanitation provision, or about the intersection between local
governance institutions and the decentralized provision water and sanitation services.

This report is not intended to be an academic research paper on the merits or demerits of
decentralization as it pertains to water and sanitation services. Instead, in order to contribute to the
state of knowledge on this topic, the current study aims to provide an organizing framework to shed
light on the vertical organization of water and sanitation services. In this context, it seeks to analyze how
DWSS interact with decentralized governance arrangements in different counties. It considers what can
be learned from an analysis of DWSS in six selected countries (Kerala (India), Indonesia, Kenya, Peru,
South Africa and Tanzania).

The water and sanitation sector alone will seldom have the ability to drastically change the
intergovernmental structure of a country. Yet, it is important to understand how the sector itself is




vertically organized and governed, and how water and sanitation institutions interact (or do not
interact) with local or regional governance structures.

It is important to note that in this analysis of DWSS, no preferences are expressed regarding whether
more or less decentralization is better. In addition, no preferences are expressed with regard to one
decentralization model or another. For instance, no arguments are made in support of the notion that
devolution is a better approach to providing water services than deconcentration or delegation. Rather,
this analysis simply acknowledges that water and sanitation services are delivered in an institutional
context that is — by definition — decentralized in one way or another — and that the way in which the
public sector is vertically organized can have a major impact on sectoral performance. As such, this
paper seeks to reach beyond the conceptual argument ‘whether to decentralize or not’, or even
whether to opt for a specific decentralization model in support of improved WSS outcomes. Instead, the
aim is to identify ways to improve institutional capacity, and coordination and incentives among public
stakeholders at different levels of government to increase the efficiency, equity and sustainability of
WSS in a multi-level governance context (Charbit 2011).

1.1 Decentralization and Water and Sanitation Services

Many developing countries have adopted decentralization reforms as a centerpiece of their governance
and service delivery reforms through the establishment of elected local governments. In these
countries, water and sanitation service are usually among the public service delivery responsibilities that
are decentralized (or more specifically, devolved) from the central government to subnational/local
governments (box 1.3).

Box 1.3 Global Decentralization Trends

The role of decentralization and local governance in the global development portfolio is prone to cyclical upswings
and downturns (Boex 2015a). Major decentralization (devolution) reforms tend to be driven by major political
reforms and/or the resolution of domestic conflicts. Globally, a string of major decentralization reforms took place
in the late 1980s and 1990s as a result of major political reforms, including the Philippines (1986), the Russian
Federation (1993) and other countries in the former Soviet Union and Eastern Europe, South Africa (1993),
Indonesia (2001) and Peru (2002). It was during this same period (1992) that India reformed its constitution to
promote decentralization from the state to the local government level.

Major post-conflict decentralization reforms took place in Mozambique (1992), Uganda (1995), Ethiopia (1995),
and more recently, Sierra Leone (2004), and South Sudan (2011). Other decentralization reforms took place in
many other countries, with the aim of enhancing public participation and improving public services. The countries
included —among others—Tanzania (1999), Pakistan (under President Musharraf; Local Government Ordinance,
2001), and Cambodia (Organic Law, 2008).

More recent decentralization reforms include Kenya (which adopted a quasi-federal Constitution in 2010) and
Nepal, which adopted a federal constitution in 2016.

Proponents of decentralization (that is, devolution) believe that local governments—as the government
level closest to the people—should be able to deliver public services, such as water and sanitation, in a
more responsive, inclusive and accountable manner than higher-level governments. Indeed, DWSS could
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be considered examples of classic “club goods”, whereby the local government acts like a “club” to
collectively provide its members (that is, local residents) with a service that can be provided at lower
cost as opposed to a situation in which each household purchases these services individually (Buchanan
1965). As a result, water and sanitation services could be considered as an ideal case where provision by
elected local governments should result in greater efficiency and responsiveness as compared to a
centrally-directed case.

While strong arguments can be made that improved local governance and decentralization will
contribute to more efficient public services and greater economic growth, this view is not universally
shared within the development community. In fact, the academic research regarding the role of the
local public sector has been unable to confirm to what extent (or under what conditions) a greater
degree of decentralization results in better development outcomes (for example, see Smoke, Loffler and
Bosi 2013). The absence of such evidence can be attributed in part to the complexity of multi-level
governance and service delivery systems. In addition, there is an absence of necessary data to properly
measure the contribution of different government levels to development outcomes.

A cursory review of country experiences with regard to water and sanitation services suggests that, in
many cases, neither centralized nor devolved provision of WSS has been a success. For instance,
numerous countries have found that centralized management of water and sanitation services—through
the Ministry of Water or through a national water and sanitation authority—has resulted in: (i) a vicious
cycle of underinvestment in infrastructure; (ii) inadequate maintenance by the national water and
sanitation provider; (iii) inefficiencies and non-revenue water (including losses arising from water
leakages, illegal connections, and weak collection of tariff revenues); (iv) unaccountable and
unresponsive customer service; (v) poor service delivery outcomes (both in terms of access and quality);
(vi) service inequities (with services often focused on urban and capital cities at the expense of others);
(vii) low willingness to pay due to poor services; and (viii) ultimately, financial unsustainability (both due
to inadequate tariff levels and payments).

When compared to other local public services (such as solid waste collection), the decentralized
(devolved) provision of WSS is no panacea; specific aspects of DWSS provision may in fact make it more
difficult for local governments to efficiently deliver these services. For instance, DWSS requires
significant upfront investment costs for network infrastructure, whereas the ability to charge cost-
recovery user fees is often limited by a relatively low ability (or willingness) to pay for water and
sanitation, especially among poor households. As local entities often lack access to adequate capital
funding, assigning local governments (or other local service providers) with the full responsibility for
providing DWSS can result in systematic under-investment in water and sanitation infrastructure. In
addition, the development as well as the operations and maintenance of networked water and
sanitation systems requires technical expertise that is often beyond the reach of subnational/local
governments. In addition, local jurisdictions may be too small to meet the minimum efficient scale for
networked water and sanitation. Furthermore, there is a persistent concern that placing water and
sanitation service provision under the purview of elected local governments risks potential politicization
of water and sanitation services (Herrera and Post 2014).

In response to the obvious challenges with fully centralized or fully devolved WSS provision, many
countries have arrived at a system that places some of the responsibility for water and sanitation
services at the local level (either with local governments, or by assigning service delivery responsibilities
to deconcentrated or delegated water and sanitation service providers), while retaining other
responsibilities related to water and sanitation service provision at the national level. Perhaps the most
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typical arrangement is for the responsibility of water and sanitation services provision (that is, operating
and maintaining local water and sanitation schemes and collecting tariffs) to be assigned to local
governments or other local providers, while assigning the (direct or indirect) responsibility for
developing water and sanitation infrastructure to the central government level (typically with support
from international financial institutions and other development partners).

This central government focus on funding network infrastructure—without ensuring meaningful
ownership and accountable operations and maintenance by the public sector—has resulted in what
some have termed the “build-neglect-rebuild” paradigm. In turn, central government ministries
responsible for water and sanitation—along with their supporters in the international development
community—have sought to respond to this challenge in different ways, among others, by trying to
impose operations and maintenance requirements on local water utilities, and by involving private
sector actors (for instance, by promoting long-term concession agreements). While such efforts may
have shifted some of the focus from pure infrastructure development to improved service delivery
outcomes, they do solve the fundamental institutional challenge posed by the need to deliver public
services in a public sector in which responsibilities for public services are shared among different
government levels — and by a public sector that is only weakly accountable for service delivery
performance.

1.2 Decentralized Delivery of Water and Sanitation Services: Fixing the
(decentralized) Institutions that Fix the Pipes

It is increasingly recognized within the realm of the water and sanitation sector that the focus on
infrastructure—building and fixing pipes—is not enough.! Ahmad (2015) argues that rather than
focusing on “fixing the pipes”, efforts must be made to fix the governance of the institutions that fix the
pipes in order to make universal and sustainable access to water and sanitation services a reality. The
current analytical framework seeks to evaluate the extent to which decentralized institutional, policy
and regulatory mechanisms in a country contribute to an enabling environment that supports or
enhances sectoral performance in the delivery of water and sanitation services. This goal requires not
only a more narrowly-focused consideration of the governance of water and sanitation providers
themselves, but also an understanding of their broader local governance system and the
interrelationship between DWSS providers and local governance institutions.

The methodology for assessing the decentralized delivery of water and sanitation services in a country
hypothesizes that the nature and quality of decentralized institutional arrangements has an important
impact on service delivery performance (figure 1.1).

! The WDR 2004 (Making Services Work for Poor People) was a landmark document in establishing a clear
relationship between (local) governance and service provision. It argued that when services went undelivered,
broke down or were substandard, it was because of failures in the chain of accountability that linked service
providers to beneficiaries. While WDR 2004 started shifting the paradigm away from thinking about development
as a purely (or predominantly) technical challenge (as opposed to a governance challenge), it is now widely
acknowledged that the WDR’s model oversimplified the accountability relations involved in service provision, and
thus underestimated the number of potential entry points for improvement (e.g., Kellsal 2016).



Figure 1.1 Institutional Arrangements necessary for the Effective Decentralization of Water and
Sanitation Services
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Again, it is important to emphasize that the term “decentralization” as used throughout this document
is not intended to refer exclusively to devolution (that is, decentralization through elected regional or
local governments), but rather to refer to all different modalities of decentralized service provision,
including deconcentration, delegation, and even centralized provision. There is no expectation, a priori,
that one decentralization approach will be more effective or appropriate than another.

As suggested by figure 1.1, public service provision in the context of a multi-level public sector is a
complex and non-linear process. Creating an enabling environment for effective, equitable and
sustainable public service delivery is highly country- and context- specific. Indeed, there may be more
than one path to achieving improved public service delivery performance. The World Bank increasingly
recognizes that development is seldom achieved by importing or transposing “best practices” from one
place to another. Instead, public sector system strengthening is more readily achieved by a good
understanding of the development context. It also requires the identification of binding constraints to
the development objective (in this case, improving water and sanitation outcomes), as well as working
to remove or work around these constraints.

The World Bank Approach to Public Sector Management 2011-2020: Better Results from Public Sector
Institutions (World Bank 2012) recognizes that in contrast to a “best practice” approach, a “diagnostic”
approach focuses on discovering where the problem is in a given context, and concentrates
pragmatically on fixing that issue (box 1.4).

In line with this view, a sound understanding of the decentralized provision of water and sanitation
services requires a simultaneous understanding of subnational governance systems (for example, the
degree and nature of political, administrative and fiscal decentralization), as well as the nature of
decentralized service delivery systems (for example, the governance of water and sanitation providers,
such as water and sanitation authorities).




Box 1.4: Principles of Results-focused Diagnostic Work

1. Focus on the functional problem, rather than the solution.
Functional problems define a problem in terms of insufficient results or counterproductive behaviors of public
agents rather than in terms of the absence of a particular institutional form.

2. Engage stakeholders to take advantage of local knowledge and “insider” information to identify functional
problems, including likely binding constraints and potential mitigators.

e |[dentifying a functional problem is an inherently political process of negotiation and priority setting,

and only to some extent a deductive exercise.

» Key domestic stakeholders (not just a few “reform champions”) need to agree on and own a functional

problem to build the necessary political support for specific solutions.

3. Use political economy analysis prospectively

¢ Why are the losers from the current policy unable to influence decision-makers to change the policy?

e Why does the current policy best serve key interests? What are the informal/de facto purposes of current
arrangements?

¢ What does this imply for reform strategy and design?

4. Use available evidence and accepted theory to make the case that a given reform will fix the functional
Problem; spell out the assumed theory of change

* Draw from available data sources (likely sparse, but not nonexistent) and make any assumptions
explicit and testable.

Source: World Bank (2012).

A cursory review of country experiences suggests that in many (especially developing or transition)
countries, local governance institutions and local water and sanitation institutions have—to a greater or
lesser extent—been established and developed parallel to each other along sectoral divides, and with
limited inter-connection. Across the global experience, the limited interconnection between local
governance interventions and local water and sanitation efforts seems to have led to one or more
problems. These include, among others: unclear or inefficient organizational structures; unclear
functional assignments; lack of local political ownership over DWSS; imbalances between functional
responsibilities and administrative discretion; inadequate (or an inappropriate mix of) funding for water
and sanitation services; and limited or ineffective participation and accountability mechanisms. The
working hypothesis here is that these institutional weaknesses have a negative impact on sectoral
outcomes and that resolving these institutional weaknesses will strengthen the enabling environment
and result in better sectoral performance.

Some of the specific questions and issues surrounding the decentralized delivery of water and sanitation
services in different countries include:

e In different countries, what is the role of decentralization—writ large—in the local delivery of
water and sanitation services?

e What are the special characteristics of water and sanitation services that make different types of
decentralization a more or less feasible policy option for improving service delivery?




e What is the role of subnational (provincial and/local) governments vis-a-vis water utility
companies in a decentralized system of water and sanitation service delivery?

e What are the institutional (that is, organizational and political) arrangements necessary for the
effective local or decentralized delivery of WSS?

e What are the fiscal and financial arrangements necessary for the effective decentralization of
WSS?

e How can the contradictory demands for local accountability be matched with the need for high
levels of technical expertise and financing required for WSS?

e What are the potential risks in the decentralization of WSS services and how can they be
mitigated?

It should be acknowledged upfront that the current state of knowledge does not provide conclusive
answers to all of these questions (box 1.5). In fact, in many counties, there is not just a single set of the
institutional and financial arrangements used in the decentralized delivery of WSS. Instead, many
countries rely on different institutional structures and financing approaches for providing water and
sanitation services in urban areas as compared to the provision of these same services in rural areas
(box 1.6). Although the global water literature focuses predominantly on the provision of urban water
and sanitation, it is equally important to consider whether (or the extent to which) the decentralized
provision of WSS helps or hinders access to water and sanitation in rural areas. This report aims to cover
all four segments of the institutional water and sanitation spectrum: urban water services, rural water
services, urban sanitation services and rural sanitation services.

Box 1.5. Limitations of the Current Study

The current assessment framework is primarily interested in understanding the decentralized institutions and
arrangements for the “last mile” of delivering water and sanitation in urban and rural areas.

Although critical to the efficient and sustainable water and sanitation in the long run, the framework does not
focus on important “macro issues” related to water and sanitation provision. These include: resource scarcity;
water as a driver for conflict; the national regulatory framework for water and sanitation; inter-jurisdictional and
intergovernmental coordination; the role of public-private partnerships and private sector finance; and so on.

The assessment framework presented in Section 2 is intended to be applied in a problem-driven manner: for
instance, why is urban water performance in country X weak? Why are rural sanitation outcomes in country Y
poor? For the purposes of obtaining a “big picture” understanding of decentralized water and sanitation services,
the methodology is applied broadly to better understand water and sanitation services, both in urban as well as in
rural areas.

In applying the diagnostic assessment framework to six countries, the country case studies (and their subsequent
discussion in this synthesis report) reveal some implicit, unintended biases. As such, this report tends to focus
more or water than on sanitation, and more on urban services than rural services. To some extent, these biases
may reflect underlying policy biases. In other cases, these biases may simply reflect the fact that there is more
information available regarding urban versus rural services. Likewise, there is more information available about
water than sanitation.




Box 1.6. Defining “urban” versus “rural” in the context of decentralized water and sanitation services

The governance sector and the water sector each have a different way of looking at—and defining—the meaning
of “urban” versus “rural”.

In governance terms, urban areas are often defined by the nature of the local government that provides local
services: if an area is governed by a municipality, city corporation, or some other type of urban local government,
then the area is typically considered urban. Areas that are not classified as urban (and/or areas that are governed
by rural local governments, such as district councils) are considered rural in nature.

Although a local government act typically requires certain population, density and economic thresholds to be met
before declaring a local government as “urban”, such standards are not always consistently applied. This can result
in “urban local governments” being declared in areas that have a small urban core but that are generally more
rural in nature. Similarly, it is not unusual for peri-urban areas to be densely populated and to be quite urban in
nature, without the area being declared as urban. As such, these areas continue to rely on rural local government
structures, despite their need for more intensive urban services.

In the water and sanitation sector, the concept of urban versus rural is often applied in line not with governance
boundaries, but rather, in line with the technology with which water and sanitation services are delivered. In many
countries, “urban” water (and sanitation) provision is often equated with piped water (and sanitation) systems,
whereas “rural” water (and sanitation) provision is often equated with non-piped services. Urban water systems
are sometimes defined as piped water schemes that are large enough to be managed on a commercially-viable
basis.

As a result of these two different sets of definitions, confusion can arise as to what should be considered “urban
water and sanitation services”: should we consider the provision of water and sanitation services within urban
local jurisdictions—regardless of technology—or should we consider piped/networked provision of water and
sanitation—both in urban as well as rural local government jurisdictions?

Because this analysis is interested in the interaction of governance and service delivery, we take into account the
governance definition as well as the sectoral definition (technology and/or organizational provider). As such, our
first criterion for distinguishing the urban versus rural nature of DWSS is the local governance status of the area.
Next, within each jurisdiction type, we recognize that water and sanitation provision modalities may differ, with
the possibility of “rural” (non-networked) types of water and sanitation provision even within urban boundaries as
well as with the possibility of “urban” water and sanitation service provision (networked services provided by a
corporate authority) even in areas governed by rural local governments.

Furthermore, there is no empirical evidence to support the existence of a single institutional
“production function” for effective water and sanitation services. As noted, it is likely that a number of
approaches—some more centralized, others more decentralized—may result in effective service
delivery outcomes at the local level. In fact, in many cases, solutions may be country—or context—
specific. A starting point for answering these questions, however, is to move toward a common
vocabulary and understanding of the key challenges between the two global communities of practice
involved in this discussion, namely, the global Decentralization and Local Governance Community of
Practice and the global Water and Sanitation Community of Practice.

10




1.3 Toward a Common Understanding of the Intergovernmental Institutional
and Fiscal Context of Water and Sanitation Services

In the past, various elements of decentralized water and sanitation provision were studied through
separate (governance and water) bureaucratic ‘silos’ or functional departments within the World Bank.
In particular, local governance assessments have focused largely on local government institutions,
whereas assessments of local water institutions have tended to focus more narrowly on the governance
of local water providers or utilities (figure 1.2).>

Figure 1.2. Assessments of Decentralized Governance versus Assessments of Decentralized Water
Providers

Decentralization Local WSS provider
assessments assessments

Subnat. Ora. struct Org. nature of
organization fE. structure local provider
Functions Function assignm SELIEE L
gnm. Regulation
e
governance e —— composition
Administration Admin. decentr. Mgmt. powers
. . Funding, incl. rate
Fiscal decentr. Fiscal decentr. s el

Participation & Participation & Comm.

accountability accountability participation

Source: Authors’ schematic. Note: WSS=water and sanitation services.

Yet, in order to achieve better water and sanitation outcomes (especially for the poor and underserved),
a comprehensive understanding is required regarding the role of decentralization in the provision of
water and sanitation services. This includes the linkages between decentralization and local governance
institutions on the one hand, and water and sanitation institutions on the other hand.

This assessment should not judge the structure of DWSS against a norm-based decentralization
standard. Rather, it should consider whether the vertical institutional arrangements comply with basic
principles of sound institutional design, including:

e C(Clarity and effectiveness of the organizational structure and functional responsibilities assigned to
the various actors in the sector (including the regulatory framework);

* The term “local” (for instance, when referring to local governments) is generally used here to refer to subnational
(that is, local and/or regional) entities. Unless the context specifically suggests otherwise, the terms “local” and
“subnational” are used interchangeably.
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e Decision-making authority and administrative authority that is aligned with the responsibilities of
each actor.

e Sufficient and predictable funding for the sector taking into account the difficulties in adopting a
full cost recovery model in development countries, and the need for hybrid financing mechanisms
that incorporate public funding.

e Mechanisms for holding the various sectoral actors accountable for their performance. This
requires a wide range of approaches, including democratic oversight at different levels, hierarchical
top-down oversight (vertical accountability), performance contracts, and/or horizontal (bottom-up)
accountability approaches (including client power).

Identifying whether these principles of sound institutional design are met, and addressing the
shortcomings in the decentralized delivery of water and sanitation services in the context of a multi-
level governance system requires that the Water Global Practice and the Governance Global Practice
come together to move toward a common understanding of the governance, institutional and fiscal
context of water and sanitation services.

Given the complexity of the decentralized institutional context of water and sanitation services, it is not
possible (or desirable) to capture the nature of decentralized delivery of water and sanitation services in
any specific country using a score card, or through a series of quantitative indicators. Instead, the
analytical framework which was developed for assessing the decentralized delivery of water and
sanitation services uses a highly-structured narrative form, guided by a series of leading questions for
different dimensions of decentralized governance and service delivery.

In this context, the World Bank’s Water Global Practice and Governance Global Practice have
constituted a joint task team to explore the institutional issues relating to the efficient and accountable
delivery of water services in decentralized country contexts. In other words, this analytical work
provides an “organizing framework” to anyone trying to get a basic understanding of the “vertical”,
intergovernmental and/or subnational institutional framework that underlies water and sanitation
service provision — particularly in those countries that have chosen to adopt some form of
decentralization (for example, devolution or deconcentration) as their political-administrative structure.
What this work does not do is to assess the impact of decentralization or provide a value judgement
about whether decentralization is good for water and sanitation service delivery.

A recent discussion note on the role of decentralization in water and sanitation provision (World Bank
2016) proposed the need to consider six dimensions of decentralized water and sanitation provision: (i)
the organizational structure of water and sanitation services; (ii) the assignment of functional
responsibilities; (iii) effective and responsive local political leadership; (iv) local control over
administration and service delivery; (v) local fiscal autonomy and local financial management; and (vi)
local participation and accountability mechanisms. The resulting framework for assessing decentralized
water and sanitation services is presented in Section 2.2

An important benefit of viewing the localized delivery of WSS through a broader (“big picture”) lens—
which looks not only at the governance of water and sanitation providers, but considers the vertical
governance of water and sanitation more broadly—is that it can reveal non-technical constraints to

* In addition to the summary presented in Section 2, a full-length guidance note was developed for preparing
country case studies based on the framework for assessing decentralized water and sanitation services.
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service delivery. In particular, the governance literature has increasingly turned to political economy
analysis in order to understand specific service delivery failures. The initial application of our assessment
framework (Section 3) suggests that political economy forces play an important role in the institutional
weaknesses surrounding decentralized water and sanitation services.

Mason, Batley and Harris (2014) recognize that specific sectoral characteristics—such as the important
role played by infrastructure in water and sanitation services—provide significant political economy
incentives to different stakeholders, which often helps to shape the actions (and inaction) of different
actors involved in the delivery of water and sanitation. For instance, in a devolved public sector, it
cannot simply be assumed that local political leaders are going to be champions of greater and more
equitable access to water and sanitation services. Instead, careful consideration should be paid to the
various motivations, incentives and constraints that act upon locally elected leaders in pursuing better
WSS, versus spending scarce local resources on other competing priorities. Similarly, consideration
should also be given to the motivations, incentives and constraints that weigh upon other actors across
different levels within the sector, including—but not limited to—ministry officials, local technical staff,
and water users. It is often the case that it is not (merely) a lack of financial resources or weak capacity
that results in poor service delivery results. Rather, it is the motivations and incentives that weigh upon
key stakeholders that result in a binding constraint on service delivery performance.

2. A Diagnostic Framework for Assessing Decentralized Water and
Sanitation Services (DWSS)

The objective of this section is to present a conceptual analytical framework that will facilitate a better
understanding of the institutional set-up of water and sanitation services, with a particular emphasis on
how water and sanitation institutions are vertically organized across different tiers or levels of
government. This is a first and necessary step toward analyzing the role, nature and impact of
decentralization in the delivery of water and sanitation services in different cities and countries. This
framework can then be used to inform World Bank task teams in policy dialogues with clients, as well as
in the design and implementation of World Bank operations in the areas of decentralized water and
sanitation services (DWSS).

This section sets forth a framework that can be used to map and assess the “decentralized” or
intergovernmental institutional context of DWSS. The framework provides basic indicators in the form of
“leading questions” that can be used to capture and portray a country’s water and sanitation institutions
in a comparative manner. At the same time, it provides a guiding framework for preparing more in-
depth, descriptive case studies of DWSS in different countries. This framework is then applied to the six
country case studies in Section 3.

The diagnostic framework guides an assessment of whether the service delivery unit responsible for
providing local water and sanitation services is structured and vertically positioned in an appropriate
and effective manner. In doing so, the attempt is to remain as neutral as possible about the nature or
degree of decentralization itself. However, the framework seeks to identify unclear or duplicative
assignments of functional responsibility, or situations in which service delivery responsibilities are poorly
decentralized, causing service delivery performance to suffer (for instance, this may be the case when
functional responsibilities are assigned to local governments without political and/or administrative
discretion, or to in the absence of appropriate accountability mechanisms). Thus, this framework also
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recognizes that a more centralized approach to WSS could lead to positive service delivery outcomes if
basic administrative, financial and accountability mechanisms are in place.

The expectation is that the relative effectiveness of a centralized versus a decentralized approach to
WSS delivery will be highly context- and country-specific. However, it is unlikely that one can improve
the effectiveness of water and sanitation services in a country without having a detailed and nuanced
understanding of the decentralized nature of sectoral institutions and local governance institutions. This
includes obtaining a better perspective of the assignment of functional responsibilities, the effectiveness
of local political, administrative, and fiscal systems, as well as participation and accountability
mechanisms.

2.1 An Assessment Framework for the Decentralized Delivery of Water and
Sanitation Services

The conceptual framework developed here assesses the intergovernmental institutional context of
decentralized water and sanitation services. It builds on the Diagnostic Framework for Local Government
Discretion and Accountability developed by Serdar Yilmaz, Yakup Beris, and Rodrigo Serrano-Berthet
(2008), as later modified by the Local Public Sector Initiative (2015).

Despite decentralization’s conceptual promise for better local services and more accountable
government, Yilmaz, Beris, and Serrano-Berthet (2008) find that the real-world results of
decentralization have been mixed at best. They note that the literature on decentralization contains
many examples in which decentralization has not led to better services. Part of the reason for this
pattern is a disconnect between discretion and capacity: do local governments have the basic capacity
(in terms of physical infrastructure, organizational development, and human capacity) to perform their
functions? In many cases, the weak capacity of local institutions is not only a “chicken-and-egg problem”
(that is, a “which comes first” problem) because local capacity development is not meaningful until
functional responsibilities have actually been transferred. However, local capacity development is often
unsupported (and sometimes even resisted) by higher-level officials who may stand to lose prestige,
decision-making power and resources when decentralization is successful.

Another reason why decentralization often fails to translate into results—and the crux of their
argument—is that decentralization reforms often assign local governments with functional
responsibilities and a degree of discretion. However, this is done without putting into place effective
local accountability mechanisms. A comprehensive and balanced policy approach to decentralization
should not only consider the transfer of functions and responsibilities to the local government level, but
also balance the increased local discretion with the introduction of public and social accountability
mechanisms that hold local officials accountable for their performance. The comprehensive Local
Government Discretion and Accountability diagnostic, therefore, takes both discretion and
accountability into account—across the political, administrative and fiscal aspects of decentralized
governance—when considering the local public sector in a country.

Building on the Local Government Discretion and Accountability framework, the Local Public Sector

Initiative (2015) expanded the analytical framework to include two additional dimensions: the effective
assignment of functions to the local level, including participatory and responsive local service delivery
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mechanisms.” However, like its predecessor, the resulting Local Governance Institutions Comparative
Assessment (LoGICA) framework focuses exclusively on the local governance context. As such, it does
not consider sector-specific service delivery institutions or arrangements within the water and sanitation
sector. Therefore, it is useful to combine features of the local governance assessment approach with
features drawn from the World Banks’s Guiding Principles for Successful Reforms of Urban Water Supply
and Sanitation Sectors (Locussol and Fall 2008) and the associated Template for Assessing the
Governance of Public Water Supply and Sanitation Service Providers (Locussol and van Ginneken 2010).
In contrast to the local governance diagnostic noted above, Locussol and van Ginneken (2010) place the
WSS provider at the center of their analysis. Perhaps predictably, this means that the vertical aspects of
decentralized water and sanitation service delivery get somewhat lost in the fray.

The assessment framework for decentralized water and sanitation services presented in this section
seeks to combine features from the institutional assessment of local governance institutions, as well as
from the governance assessment of local WSS providers. The resulting framework, set out in the
following sub-sections, considers six institutional dimensions of DWSS provision:

Organizational structure of water and sanitation services

Assignment of functions and responsibilities

Effective and responsive political decision-making with respect to DWSS
Administrative aspects of DWSS (control over administration and service delivery)
Financial aspects of DWSS (sufficient and predictable funding)

Sector-specific participation and accountability mechanisms

ok wnE

In line with the assessment frameworks developed by Yilmaz, Beris, and Serrano-Berthet (2008), the
Local Public Sector Initiative (2015), and Locussol and van Ginneken (2010) (see box 2.1), the current
assessment framework aims to provide a stronger factual and conceptual understanding of the different
dimensions of decentralized water and sanitation services.’ For each of the six institutional dimensions
considered by the framework, a set of 5-10 “leading questions” was prepared in order to describe and
consider the nature of each institutional dimension. These questions also help to ascertain the
relevance of each institutional dimension for the overall effectiveness of DWSS.

The DWSS assessment framework presented in this section provides a framework for experts to conduct
a descriptive and qualitative assessment of decentralized water and sanitation services. This will be used
as an input to determining the binding constraint(s) for service delivery improvements. It does not
provide a quantitative scoring of decentralized governance and service delivery arrangements. The
framework also does not assume that “more decentralization is better”. Rather, it seeks to better
understand the detailed arrangements of decentralized water and sanitation services in a given country.

* In addition, whereas the Local Government Discretion and Accountability framework focuses exclusively on
devolved local government institutions, the LoGICA framework considers all approaches to localization and
decentralization, including deconcentration and delegation.

> In line with Yilmaz, Beris, and Serrano-Berthet (2008), vertical, subnational or local political, administrative and
fiscal systems are expected to cover both discretion (decision-making power, authority and autonomy), as well as
(public and social) accountability. As such, political, administrative and fiscal accountability mechanisms are
covered under assessment dimension 3, 4 and 5. Sector-specific participation and accountability mechanisms (such
as the role of water user groups) should be included in the discussion under the sixth dimension.
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Box 2.1: Key Background Readings regarding Concepts and Methodology

e Local Government Discretion and Accountability: A Diagnostic Framework for Local Governance (Yilmaz, Beris,
and Serrano-Berthet, 2008)

e  Guiding Principles for Successful Reforms of Urban Water Supply and Sanitation Sectors (Locussol and Fall
2009)

e Template for Assessing the Governance of Public Water Supply and Sanitation Service Providers (Locussol and
van Ginneken 2010)

e Measuring the Local Public Sector: A Conceptual and Methodological Framework (Boex, 2012)

e Urban Service Delivery Assessment Framework (Urban Institute, 2014)

e Local Governance Institutions Comparative Assessment Framework (LPSI, 2015)

e The Vertical Assignment Of Functions And Expenditure Responsibilities (Boex, 2015b)

e Tracking financing to sanitation, hygiene and drinking-water at the national level (United Nations Water /
World Health Organization, 2015)

2.2 Understanding the Organizational Structure of DWSS

In order to understand the decentralized nature of water and sanitation provision in a country, the first
step is to actually examine the organizational structure of water and sanitation services, including the
nature of—and relationship among—the central and local institutions involved in the delivery of local
water and sanitation services. From the local governance side, careful consideration of the
organizational structure of DWSS has often been largely ignored. This is in part due to a lack of
understanding of sector-specific institutional arrangements—and perhaps, due to an implicit or explicit
bias in favor of devolved institutions. Regarding the water and sanitation literature, there has always
been an awareness of the different approaches to decentralization. However, it has generally been
treated as a technical issue rather than—as is increasingly the case in the governance literature—being
viewed from a political economy angle.

Understanding the vertical organizational structure of water and sanitation services requires
consideration as to whether DWSS are delivered directly by a local government department (as is often
the case in rural areas, and smaller urban areas in many developing countries), or whether DWSS are
delivered by some type of water and sanitation corporation (WSC), or a water and sanitation authority
(WASA). The decentralization literature often focuses exclusively on services directly provided by the
local governments (figure 2.1: Panel A). Only seldom does the literature take into account public services
provided by municipally-owned utility companies.

When DWSS services are provided by a separate (corporatized) provider, it is necessary to determine
whether the WSC or WASA falls under the control of the local government as a municipal utility (Figure
2.1: Panel C), or whether the authority falls under the control of the central government, for instance, in
the form of a parastatal water authority (Figure 2.1: Panel C). It is not always easy or clear-cut to
determine the exact status of a corporate service delivery provider. For instance, locally-owned and
managed water utilities may be subjected to considerable oversight by central government boards or
agencies. Conversely, some centrally-owned parastatal water authorities ensure extensive coordination
and buy-in from the elected local government within whose jurisdiction they operate. To complicate
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matters further, in some cases, certain water and sanitation functions may be the responsibility of the
local government jurisdiction, whereas other facets of service delivery may be the responsibility of the
WASA in a kind of hybrid approach (Panel D).

Figure 2.1: Assessing the Organizational Framework for the Delivery of Water and Sanitation Services

Panel A: Devolved WSS Provision (LG Dept.) Panel B: Devolved WSS Provision (LG Utility)
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Source: Authors’ schematic.

Note: LG= local government; PFM= public financial management; W&S= water and sanitation; WSS= water and
sanitation services.

In other instances, particularly in rural areas, the organizational status of the water and sanitation
provider—and the relationship between water and sanitation providers and (local) government entities
may be less well-defined. For instance, in many countries, local water committees (or similar entities)
are designated as the providers of drinking water in rural areas. They may also have significant
responsibility for ensuring the continued operation and maintenance of rural water schemes. However,
the legal and organizational status of these water providers varies from country to country. Whereas
such committees are formalized in some countries with corporate status, bank accounts, and clear
reporting lines to central and local authorities, in other countries such Local Water Committees operate
with a much larger degree of informality and lack of clarity. By assigning one of the four “standard”
organizational structures noted in Figure 2.1 above, this may make it more difficult to visualize the
organizational structure in the rural areas of a country.
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An alternative way to visualize the possible organizational structures of decentralized water and
sanitation services builds on the World Development Report (WDR) 2004: Making Services Work for Poor
People (World Bank 2003). The 2004 WDR offered a paradigm shift in the development conversation by
articulating a clear relationship between governance and service provision. The basic argument made by
the WDR is that, non-poor residents have a degree of client power in their interaction with local service
providers, that is, in their ability to pay (or withhold payment) for publicly provided services. However,
to a large extent, the poor have to rely on voice (the “long route of public sector accountability”) in
order to attain access to public services.

Figure 2.2 illustrates two examples of the decentralized provision of water and sanitation services in a
fictitious country. Panel A visualizes water and sanitation services by a central-government owned and
operated WASA, while Panel B presents a situation in which water and sanitation services are provided
by a semi-autonomous WASA which is owned and operated by the local government. The relationships
and coordination between key actors at different levels in the multi-level governance system—along
with their respective institutional capacity, incentives, and accountability mechanisms—will help
determine the effectiveness of the public sector in delivering water and sanitation services.

Figure 2.2: Key Power Relationships in the Decentralized Delivery of Water and Sanitation Services:
Some Examples

Panel A: Central Government-Owned WASA Panel B: Local Government-Owned WASA
Central Government Central Government
&
-\“}& &
Local WASA LG WASA
Management Management
& -

Citizens / clients Citizens | clients

Coalitions/inclusion Coalitions/inclusion

Source: Authors’ schematic, based on World Bank (2003).
Note: CAO=Chief Administrative Officer; LG= local government; WASA= water and sanitation authority.

A diagram of key power relationships in the decentralized delivery of public services should obviously be
customized to highlight the actors and relationships present in a specific country context. For instance,
Panel A above shows a situation in which the local government plays no role in decentralized water and
sanitation at all (as indicated by the absence of arrows between the local government and other
entities). In reality, though, it may be the case that while a local government may not be directly
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responsible for the delivery of water and sanitation services, it may still play a role in channeling citizen
voice to the water and sanitation provider and to the central government. These accountability
relationships should then be indicated by arrows between the different stakeholders.®

In centralized arrangements (e.g., Panel A), there is only one “long route of accountability”, which not
only requires citizens to have meaningful voice and requires national politicians to responsive to the
needs of their constituents, but also requires national political leaders to have effective mechanisms in
place to monitor public service providers and hold them accountable for their performance. While it is
possible for the long route of accountability to work under the right conditions and circumstances, there
is little evidence that the “long route” is actually effective in many countries in ensuring responsive
service delivery at the local level, especially for the delivery of services to the poor (Devarajan 2014;
Kelsall 2016). In many cases, the fact that national governments continue to play a role in decentralized
service delivery dilutes accountability and makes it harder for citizens to channel their voice in an
effective manner.

Devolving the responsibility for local water and sanitation services to local governments fundamentally
changes the powers, responsibilities and accountability relationships in water and sanitation service
delivery. On one hand, the devolved arrangement presented in Figure 2.2: Panel B could result in a
stronger voice for the people (by replacing the “long route” with a “local route” of accountability), more
effective oversight by policy makers over providers (as checks and balances allow for more effective
central as well as local government oversight), and potentially more effective client power. On the other
hand, local governments may not have (or be given) the necessary administrative capacity, power and
authority to effectively deliver services, while devolved service delivery arrangements further run the
risk of being captured by local political interests. As such, the actual quality of devolved service delivery
systems depends on the detailed nature and quality of the different interactions and relationships
between institutions and stakeholders as well as how effective are citizens/users in providing demand-
side incentives for service delivery, which may in fact vary from locality to locality.

The exact horizontal and vertical institutional relationships are determined by a variety of factors,
including: the nature of functional assignments; the nature of political, administrative and fiscal
arrangements; and the effectiveness of participation and accountability mechanisms. As this review
seeks to follow a problem-driven approach based on binding constraints (rather than a “faith-based” or
best-practice approach), the diagram can serve as a useful visual aid not only in exploring the
organizational status and institutional capacity of different actors in decentralized water and sanitation
service delivery, but also in better understanding the (power) relationships between the various actors
along the five remaining dimensions of the DWSS diagnostic framework.

® Depending on country circumstances, of course, different diagrams may be required to show the key power
relationships in the decentralized delivery of water and sanitation services in different situations (that is, urban
versus rural, water versus sanitation). The example illustrated in Figure 2.2, Panel A shows a local WASA that falls
under the local government authority (rather than under the central Ministry of Water). If water services were
delivered by the local (for example, a municipal entity) water department directly, the service department could
be placed inside the “Local Government” box. Similarly, in many countries, Water Committees are assigned as
providers of (certain) water and services. To the extent that these bodies are not part of (either central or local)
government, they could be incorporated in a figure similar to that in Figure 2.2 outside of the public-sector boxes.
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The organizational complexities of the provision of water and sanitation services make it nearly
impossible to capture the organizational structure of WSS in a country into a single number or a series of
“yes or no” questions. In fact, different local jurisdictions within the same country (for example, rural
local governments, smaller urban areas, and larger urban jurisdictions) may have different de jure or de
facto institutional structures. Therefore, five specific “leading questions” are presented in Table
2.1.These questions try to conceptually capture the nature and degree of decentralization of the
organizational structure in water and sanitation service delivery.’

To the extent that different approaches are followed in different parts of a country (or within different
types of local jurisdictions), it is important to understand each of the main organizational approaches to
delivering and governing water and sanitation services. Also, to the extent that the organizational
structure for water and sanitation services diverges between these two services, such nuances would
have to be identified and understood as well.

Table 2.1. Organizational Structure of DWSS: Leading Questions

Leading Questions

O1. Is there a public entity practically responsible for the delivery of DWSS (UW, US, RW, RS)? To what
degree do residents rely on (regulated or unregulated) self-provision?

02. Is the organizational status of the DWSS provider (as relevant to UW, US, RW, RS) national, regional
or local in nature? Does the DWSS provider cover a single local jurisdiction, or does a single SDU
cover multiple local jurisdictions (or even an entire region or the nation as a whole)?

03. Is the DWSS provider (for UW, US, RW, RS) a department of a local government? Alternatively, is the
DWSS provider a national or local corporate body? In the latter case, who legally owns the WASA?

0A4. In practice, is the executive (and/or board) of the DWSS provider (for UW, US, RW, RS) appointed
(and/or work under the guidance) of the national, regional or local government level?

05. Does the DWSS provider (for UW, US, RW, RS) have authoritative decision-making power over key
aspects of its operations, including staffing decisions (establishments, hiring/firing/promotion, pay)?
Alternatively, are such decisions made at the national, regional, or local government level?

06. Does the DWSS provider (for UW, US, RW, RS) have authoritative decision-making power over key
aspects of its finances, including budgetary decisions and tariff-setting? Alternatively, are such
decisions made at the national, regional, or local government level?

Source: Prepared by authors based on World Bank (2016).
Note: DWSS=decentralized water and sanitation services; RS= rural sanitation; SDU= service delivery unit; RW=
rural water; US= urban sanitation; UW= urban water; WASA= water and sanitation authority.

When considering the leading questions in Table 2.1, it is important to bear in mind that the responses
to these questions should be based on actual practice, rather than (or in addition to) the situation as
described in the legal framework or based on the aspirations of ongoing reforms. After all, the main
intent is to determine whether in actual practice DWSS services are delivered directly by a local
government, a local service delivery entity that is predominantly under the control of the local
government, or a local service delivery entity that is predominantly under the control of a higher-level
government (that is, a parastatal).

’ For the purposes of preparing a quantitative assessment of the decentralized delivery of water and sanitation
services (using an urban service delivery score card approach), similar questions can be used as “assessment
indicators”. Boex and others (2014) provide detailed scoring guidance for these assessment indicators.

20



Again, it should be kept in mind that one organizational model is not necessarily more effective or
preferred over another: whereas the organizational structure plays a role in determining whether DWSS
are effective or not, service delivery outcomes depend not only on the details of the exact
organizational arrangements, but also on other institutional dimensions considered below. They also
depend on the country context, as well as other exogenous factors.

2.3 The Assignment of Functional Responsibilities for DWSS

Forming a clear understanding of the organizational structure of the delivery of DWSS provides a
foundation for understanding the next conceptual element of the decentralized delivery of water and
sanitation services. The question becomes: What is the exact assignment of functional responsibilities
with respect to these services? In other words: “what is actually being done” and “who actually does
what” when it comes to providing water and sanitation to households and businesses. After all, in
practice, the actual provision of water and sanitation services varies from country to country, and even
within countries. It is therefore important to be clear about what is meant when asking whether a local
government or a local WASA “is responsible” for delivering water and sanitation services.?

In the case of the decentralized provision of water services, an assessment of functional assignments
should be based on a clear understanding of which water and sanitation services are actually provided
by the public sector. It should also take into account how the delivery of services is structured, and what
government level and/or government entity is actually responsible for different aspects of service
provision. For instance, with respect to water services, it is important to examine which government
level, department or entity is responsible (if any) for: water extraction and purification; bulk distribution;
constructing and operating residential piped water networks; constructing and operating community
water points for residents where piped residential water is unavailable; regulating and inspecting private
water providers, wells and boreholes; monitoring water quality in public water systems; and planning
the expansion of water access for unserved residents.

Similarly, an assessment of functional assignments in sanitation should be based on a clear
understanding of the sanitation services that are actually provided by the public sector. This may
include: households being connected to a service system; the construction, operation and maintenance
of public sanitation facilities or latrines; the public provision of liquid waste
exhauster/emptying/transport services; the regulation of private provision of such services; the
construction and operation of waste water treatment facilities; the effective enforcement of sanitation

® The decentralization literature typically considers that the assignment of functions and expenditure

responsibilities can be unbundled into responsibility for: (i) policy and regulation; (ii) financing; (iii) provision; and
(iv) production (Boex, 2015b). In the case of water and sanitation, as is the case of most other services, policy and
regulation is often a national function. However the responsibility for financing is often (de facto) shared between
the central government and the local level (either through local government revenues, and/or through user fees
collected by the water and sanitation provider). Provision—as the term is used within the fiscal decentralization
literature—refers to responsibility for ensuring that a service is indeed provided. In turn, production—again, as
the term is used within the fiscal decentralization literature—refers to the actual physical production of
infrastructure or a service. For instance, a municipality may be responsible for providing (that is, ensuring
provision) solid waste removal and management, but the production of waste removal may be outsourced by the
municipality to a private contractor. The interest here is the responsibility for provision and production.
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regulations; demand creation and sanitation marketing; and the development and implementation of
plans to increase sanitation access for unserved residents.

Forming an accurate understanding about “who does what” in terms of providing water and sanitation
services (based on the “sub-functions” identified above) is an important precondition for determining
whether the assignment of functional responsibility and authority in the water and sanitation sector to
different government levels is clear, consistent and effective.

The four leading questions presented in Table 2.2 seek to provide a degree of guidance in determining
whether functional assignments are clear, effective and efficient. These questions are intended to
reflect on two issues: first, what is the extent to which local governments or other local actors (legally
and in actuality) provide water and sanitation services? Second, is the functional assignment clear and
consistent (that is, whether the legal assignment of functions and responsibilities corresponds to the de
facto assignment)? Third, are these assignments effective in achieving the intended service delivery
outcomes?

The answer to the final question is informed in part by whether functional assignments follow the
subsidiarity principle (discussed below). For instance, if functions are assigned to “too high” a level, the
public sector is likely to become unresponsive. Alternatively, when functions are assigned to “too low” a
level, local service providers tend to be inefficient, under-capacitated, and under-resourced.

Table 2.2. Effective Assignment of Functions for DWSS: Leading Questions

Leading Question

Al. According to the legal framework, are DWSS (UW/US/RW/RS) provided by the national government,
local government or other local entities? Which specific responsibilities are assigned to the national
government, local governments and/or other local entities by the policy/legal framework? Is this legal
assignment clear, and in line with the subsidiarity principle?

A2. In practice, are national governments, local governments or WASAs (under either the NG or the LG)
responsible for the recurrent provision of DWSS (UW/US/RW/RS)? Which services do they provide in
practice? Is the de facto recurrent assignment of functions clear and in line with the subsidiarity
principle?

A3. In practice, are national governments, local governments or WASAs (under either the NG or the LG)
responsible for planning and procuring the capital infrastructure required for providing DWSS
(UW/US/RW/RS)? Which planning and procurement functions do they perform in practice? Is the de
facto assignment of capital development functions clear and in line with the subsidiarity principle?

A4. Does the de facto assignment of DWSS functions (authority and responsibility) match de jure functions
(authority and responsibility)?

Source: Prepared by authors based on World Bank (2016).
Note: DWSS=decentralized water and sanitation services; LG= local government; NG= national government; RS=
rural sanitation; RW= rural water; US= urban sanitation; UW= urban water; WASA= water and sanitation authority.

The discussion of these questions should be deal with the different elements or sub-components of
water and sanitation provision identified above. For instance, it may be the case that one government
entity or level is responsible for water abstraction and treatment, and another level or entity is
responsible for water reticulation. Similarly, the leading questions (A2 and A3) make the general
distinction between recurrent service provision and responsibility for capital infrastructure. In practice,
the recurrent provision of water and sanitation services not only reflects general operations and

22




maintenance of a networked water system, but may also include the provision of public (or community)
access to improved water sources (where piped residential water supply is unavailable), the inspection
of private wells, emptying of septic tanks, and so on.

The questions about the role of local governments and water and sanitation providers are informed by
the conceptual notion that services should be provided by the lowest level or tier of government that
can do so efficiently. This concept is known in the decentralization literature as the “subsidiarity”
principle. Although devolution is theoretically a preferred intergovernmental arrangement, application
of the subsidiarity principle does not always mean that local governments should be responsible for
providing or delivering DWSS services. Instead, the political, administrative and fiscal powers
(discretion), accountability arrangements, and administrative capacity of local governments (explored in
the next four dimensions of this conceptual framework) will all help to determine whether local
governments are indeed in a position to efficiently and accountably provide such services. Thus, if
political, administrative or fiscal decentralization systems are weak in a country, and local governments
are only weakly accountable to their constituents, it may make better sense for the responsibility to
deliver DWSS services to be assigned to WSS providers that report directly to the central government.

An additional concern flagged by the leading questions in Table 2.2 is the importance of a clear and
consistent legal framework, and ensuring that—when the legal framework assigns functional
responsibilities (directly or indirectly) to local governments— the local government’s functional
responsibilities are matched with the appropriate legal authority. Without such authority, they are
unable to provide effective and responsive services. In other words, when there is confusion about “who
is supposed to do what” or if local governments are not allocated appropriate powers commensurate
with their service delivery role, this will inevitably hamper their ability to provide effective local services.

In this case, the review of the legal framework should not only narrowly focus on the Local Government
Act or on sectoral laws. Rather, the review should look at all relevant legal instruments to ensure
consistency between different pieces of legislation. For instance, it is not at all unusual for the Local
Government Act (or its equivalent) to assign responsibilities for water and sanitation provision to
(urban) local governments. However, the water and sanitation act may assign the same responsibility to
water authorities that are under the control of the Ministry of the central government.

2.4 Political Aspects of Decentralized Water and Sanitation Services

The third dimension of a DWSS assessment deals with the political aspects of governance and local
service provision. In essence, the questions to be investigated are: Is the political decision-making
authority of stakeholders at different government levels aligned with their respective responsibilities?
Do political mechanisms exist at different levels to ensure that constituents can express their voice? Are
mechanisms in place for political leaders at different levels to respond to the expressed needs of the
public and for them to ensure that bureaucratic properly implement their decisions? In turn, are
constituents able to hold public sector officials accountable through political processes for their success
or failure in responding to the expressed needs of the community?°

% It is understood that these questions fall quite far outside the realm of questions typically asked by water and
sanitation experts. However, a basic degree of understanding regarding the nature and extent of political
discretion, responsiveness and accountability at different government levels is needed in order to properly place
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Of course, the manner in which this assessment dimension should be applied depends to a large extent
on the organizational structure of DWSS provision and by the assignment of functional responsibilities to
the national government, local governments, or other (national, regional or local) entities. If local
governments play a leading role in water and sanitation service provision (for example, as in Figure 2.2:
Panel B), then the effectiveness of local political systems ought to be the primary focus of the
assessment. In contrast, if local governments play only a small role (or no meaningful role at all) in water
and sanitation service provision (for example, as in Figure 2.2: Panel A), then the impact of the local
political system will be minimal. It this is indeed the case, then the assessment should focus on central
(or regional) political decision-making and accountability mechanism as relevant, and the assessment of
the local political context merely serves as a reference point for a potential counterfactual scenario.*®

Theoretically, not all approaches to decentralized local service provision are equal regarding their
potential impact on the participation, accountability and empowerment of the people. Champions of
devolution argue that “[p]political decentralization to the local level is an essential component of
democratization, good governance and citizen engagement; it should involve an appropriate
combination of representative and participatory democracy” (UN-HABITAT 2007: Article 1). While it may
be true that deconcentrated or delegated public-service providers are not likely to achieve the same
degree of citizen engagement, responsiveness, and downward accountability, it is equally true that the
political organization of local governments does not always result in a system that is responsive and
accountable to their local constituents. As such, it cannot be said that devolution is necessarily a more
efficient or accountable approach to localization when compared to the alternative.

A review of international practices suggests that the degree of devolution and the configuration of local
political systems in many countries are rarely driven by the desire to achieve efficient services,
downward responsiveness and accountability (Boex and Simatupang 2010; Eaton and Schroeder 2010).
Instead, decentralization reforms are typically driven by political considerations: for instance, the desire
by national political leaders to retain central political control over the local political space (e.g.,
Tanzania), or at the other extreme, the desire of the political system to prevent monopolization of
power by the central government (e.g., Philippines or Indonesia).

To the extent that local governments play a role in managing or overseeing DWSS, it is critical to
understand their mandate, their decision-making authority, their control over (financial and human)
resources, and the (internal and external) accountability mechanisms in place for holding local leaders
and executives accountable. At a minimum, a rudimentary understanding of local political systems is
needed to understand whether (or the extent to which) local leaders and local executives will prioritize
sectoral policy objectives (e.g., improved access to water and sanitation services), whether they will
prioritize the interests of selected constituents (which may or may not lead to improved DWSS,

the provision of decentralized water and sanitation services in a multi-level governance context. Without a basic
idea of the strengths and weaknesses of electoral and non-electoral political (decision-making and accountability)
systems at different government levels, we tend to fall back on “faith-based” preferences in favor or centralization
or decentralization (rather than evidence-based observations regarding the effectiveness of each system).

1% addition to the focus on local political systems, to the extent that the national government plays a (direct or
indirect) role in the provision of DWSS, it is important to engage in an analysis of the effectiveness and
responsiveness of national political systems in providing and/or overseeing DWSS. This line of thinking will be
pursued further during the next phase of work.

24



especially for the poor), or whether local actors are likely to be captured by narrow political, institutional
or personal interests.™

The consideration of the political dimension of decentralized water and sanitation services in Table 2.3
seeks to capture the key electoral as well as non-electoral aspects of local political decision-making, the
amount of political space available to local political leadership, as well as the dynamism and
responsiveness displayed by local political leaders in responding to the needs of residents and
businesses. In other words, it seeks to determine whether the local government level is well-
positioned—in terms of its political organization—to manage DWSS in a responsive and accountable
manner. Perhaps more so than other institutional dimensions of water and sanitation service delivery, it
should be acknowledged that it is not easy to objectively capture the quality of local political processes
across a range of political systems and country contexts, as political dynamics differ from locality to
locality.

Table 2.3. Effective and Responsive Political Oversight of DWSS: Leading Questions

Leading Questions

B1. Does the local government level have meaningful decision-making space (responsibility and authority),
separate from higher-level governments?

B2. Does the Local Government or Local Administration have the power to recruit and appoint staff? Does
it hold human resource authority over the core local administration team?

B3. What is the local power structure? Is the Local Government (LG) Executive directly (or indirectly)

elected? Is the Local Government Council directly (or indirectly) elected?

B4. Are the LG election systems and LG elections competitive?

B5. Does the LG Executive have broad support from the LG legislative council and the LG’s administrative
apparatus/staff?
B6. Is the LG effective in achieving results in the service delivery areas that constituents care about?

Source: Prepared by authors based on World Bank (2016).

With regard to the electoral process, the leading questions captured in Table 2.3 consider the extent to
which local government leadership is directly elected by its constituents, as well as the quality of the
local electoral processes. An indirect indicator of the effectiveness of the local political leadership is the
degree of support that local political leaders receive from both the local legislature as well as from the
local bureaucratic apparatus. Another indicator is the responsiveness of political leaders toward citizen
priorities. In addition, a matter of considerable relevance is the degree of authority that the local
political leadership has over key administrative appointments.

2.5 Administrative Aspects of Decentralized Water and Sanitation Provision

The fourth dimension of the assessment framework considers the degree to which administrative
mechanisms are aligned with the functional responsibilities of each actor, as well as the degree of local

" To the extent that central government plays a (direct or indirect) role in providing DWSS, these questions are
equally valid to be asked at the central government level. As noted, this line of thinking will be pursued further
during the next phase of work.
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“control” over administration and service delivery (Table 2.4). This assessment dimension considers the
extent to which either national or local government officials have administrative powers over DWSS, in
line with their functional responsibilities. This includes exploring: (i) which government level or entity
has binding powers to appoint the heads of DWSS providers (regardless of whether these services are
provided through a municipal department or through a stand-alone authority); (ii) whether the national
or local government approves the budget of DWSS providers; (iii) whether the national government or
local governments have the power to determine the organizational structure of the DWSS providers; (iv)
whether the national government or local governments manage the human resource decisions for the
providers; and (v) whether either the national or local government has (de jure and de facto) power over
procurement and capital investments (including over large infrastructure projects).

Table 2.4. Administrative Aspects of DWSS: Leading Questions

Leading Questions

c1 Does the NG or LG (Executive or Council) appoint the head (or the Board) of the DWSS provider?

C2 Does the NG or LG (or the DWSS provider itself) approve the budget of the DWSS provider?

C3 Does the NG or LG (or the DWSS provider itself) determine the organizational structure and the staff
establishment for the DWSS provider?

c4 Does the NG or LG (or the DWSS provider itself) have control over the human resource decisions of
the DWSS provider?

C5 Does the NG or LG (or the DWSS provider itself) plan and manage the procurement of capital
investments /infrastructure required for DWSS?

Source: Prepared by authors based on World Bank (2016).
Note: DWSS= decentralized water and sanitation services; LG= local government; NG= national government.

In the context of an effectively devolved system, it might be expected that local services are less
responsive and accountable in cases of elected local governments having less administrative control
over local service delivery units. However, if a country is devolved in an ineffective and unbalanced
manner (for example, in a country with administratively weak local governments), assigning greater
administrative powers to local officials —without providing the corresponding administrative capacity —
could result in greater inefficiency and weaker services.

To the extent that local governments have weak capacity, it is understandable that central officials may
be careful in ceding administrative powers and control to local government officials. In some cases, local
capacity weaknesses may be a valid reason for the central government not to assign service delivery
responsibilities to local governments. At the same time, it is not uncommon for central officials to cite
local capacity constraints as a reason for retaining bureaucratic control over local services. This de facto
institutional conflict of interest gives central line ministries little or no incentive to actually help build or
provide capacity to local governments.

2.6 Financial Aspects of Decentralized Water and Sanitation Provision

The fifth dimension of the assessment framework for decentralized water and sanitation provision
considers that access to adequate and predictable financial resources is an important prerequisite for
effective local service delivery. Depending on the relative mandates of the central government, local
governments and service providers, does each stakeholder have the appropriate mix of own source
revenues (whether tariffs, fees or taxes) and intergovernmental fiscal transfers? Does each stakeholder
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have adequate autonomy over their financial resources, and can they effectively administer their
finances?

Again, in isolation of the other institutional dimensions for water and sanitation provision, no a priori
judgement can be made whether devolved financing is preferable over funding a deconcentrated or
delegated service provider, or by using a hybrid model. Ultimately, however, the vertical institutional
and fiscal arrangements need to ensure that sufficient and predictable funding is available for the
delivery of DWSS. This should take into account the difficulties in adopting a full cost recovery model in
developing countries, as well as the need for hybrid financing mechanisms that incorporate public
funding to cover losses from non-revenue water provision (including the cost of providing water and
sanitation services to the poor).

The financial dimension of the diagnostic framework assesses whether the national and/or local
government (or the relevant local service delivery unit, regardless of whether it is controlled by the
central or the local government) maintains an orderly and participatory annual budget process. The
framework also assesses: whether service delivery providers receive allocations consistent with budgets;
whether the service provider (or its parent government) prepares annual financial statements each year;
how subsidies (if any) are administered in service delivery systems; and whether the service provider (or
its parent local government) has access to financial markets for raising capital. In addition, this
institutional dimension considers the collection of user fees and the balance between own source
revenues and intergovernmental fiscal transfers.

With the more extensive coverage of the fiscal dimension (which in part draws on the Public
Expenditure and Financial Accountability [PEFA] assessment), there are ten leading questions to
consider (Table 2.5)."

Table 2.5. Financial Aspects of DWSS: Leading Questions

Leading Questions

D1. Does the DWSS provider (and/or its parent government entity) have an orderly and participatory
annual budget process?

D2. Are expenditure out-turns for local DWSS providers consistent with the originally-approved budget?

D3. What is the quality and timeliness of the annual financial statements for the DWSS provider?

DA4. To the extent that LGs have functional responsibilities for DWSS, are LGs free to define their own local
revenue instruments (for example, by specifying user fees, adopting new revenue instruments, or
modifying existing local revenue instruments)?

D5. To the extent that LGs have functional responsibilities for DWSS, do LGs have the right to set the tax
base or tax rate for all local revenue instruments?

D6. Does the DWSS provider (or it parent government entity) take into account full-cost recovery
(including the user cost of capital) when setting WSS user fee rates?

D7. Does the DWSS provider (or its parent government entity) effectively and equitably collect water and
sanitation user fees?

D8. Does the DWSS provider (or the LG, if owned and controlled by the LG) have access to borrowing from
financial institutions to fund local capital infrastructure expenses?

D9. Does the DWSS provider (or the LG, if owned and controlled by the LG) receive (conditional or

2 These questions will be revisited during the next work phase in order to ensure that they can be applied to
stakeholders and providers at different government levels.
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unconditional) grants/transfers from a higher-level government to support local government
operations and water and sanitation services to the poor?

D10. | Does the DWSS provider (or the LG, if owned and controlled by the LG) receive formula-based
grants/transfers from the higher-level government in a complete and timely manner, and without
unnecessary administrative impediments?

Source: Prepared by authors based on World Bank (2016).
Note: DWSS= decentralized water and sanitation services; LG= local government.

The institutional dimensions relating to political and administrative decentralization deal primarily with
the relative role of the local government (or higher-level government) in the delivery of local water and
sanitation services. However, the assessment of the fiscal aspects of decentralized water and sanitation
provision considers the fiscal powers and practices of the local government entity (for instance, does it
authoritatively sets user fees for DWSS?). In addition, this dimension considers the financial
management practices of the water and sanitation provider itself (if not an integral part of the local
government), regardless of whether the WASA is owned or controlled by the central or local
government.

2.7 Sector-Specific Participation and Accountability Mechanisms

The sixth (and final) dimension of the decentralized water and sanitation assessment framework
considers whether the appropriate sector-specific participation and accountability mechanisms are in
place so that services can be delivered in an inclusive and responsive manner (Table 2.6). For instance,
does the public sector and/or the DWSS provider have a Citizen Service Charter or an explicit
commitment to meet certain service delivery standards?

Depending on the exact organizational structure of water and sanitation provision, this final dimension
of the assessment framework considers the extent to which local government entities, as well as water
and sanitation providers, are responsive to the needs of their constituents.”® In short, are participation
and accountability mechanisms in place, and are they effective in ensuring that DWSS are delivered in a
responsive and accountable manner? Specifically, this involves looking into: whether they have
performance frameworks in place for each service; how providers and local elected bodies are involved
in the monitoring of service delivery performance; whether users participate in local planning and
financial allocations; and how local officials or DWSS providers handle consumer complaints.

Table 2.6. Sector-Specific Participation and Accountability Mechanisms: Leading Questions

Leading Questions

El. Is a local performance framework in place and being applied to water and sanitation services? (for
example, through a Service Charter)? Is this performance framework adopted by the elected local
government or imposed by the national government?

E2. Who monitors the performance of the DWSS provider? An elected local government? The central
government?
E3. Are local budgets and finances (for DWSS) managed in a participatory and transparent manner?

2 This dimension intends to focus on sector-specific participation and accountability mechanisms. Political,
administrative and fiscal accountability mechanisms should be addressed as part of their respective dimensions.
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E4. Does the DWSS provider have its own effective participatory planning/social accountability/oversight
mechanisms (separate from its parent government entity)? What is the frequency of public
interaction between the DWSS provider and its citizens?

ES. Does the parent government (separate from the DWSS provider) have an effective mechanism in
place to receive and resolve complaints about services?

Source: Prepared by authors based on World Bank (2016).
Note: DWSS= decentralized water and sanitation services.

A discussion of local participation and accountability needs to consider not only whether relevant
participation and accountability mechanisms are in place, but also whether they are effective.* For
instance, whereas a complaint mechanism may be put into place by local authorities (or by DWSS
providers) to receive complaints from residents or customers, these mechanisms can only be deemed
effective if the complaints actually get resolved within a reasonable amount of time.

The leading questions for this final dimension focus considerably on so-called horizontal (bottom-up)
accountability approaches (including approaches to strengthening client power). In this regard, it is
important to recognize that achieving meaningful local accountability often requires an “accountability
sandwich”, including a good local governance framework imposed from the top (for example, through
strong requirements for participation and transparency); a strong local council in the middle; and active
participation from the bottom up at the same time (Mansuri and Rao 2013). As such, any discussion of
the framework for participation and accountability should consider the full range of mechanisms that
are used for holding the various sectoral actors accountable for their performance. This should also
include democratic oversight at different levels (partially captured under the discussion on political
decentralization and accountability), hierarchical top-down oversight (vertical accountability), and
managerial oversight (that is, the use of performance contracts).

3. Decentralized Water and Sanitation Service Delivery: Selected Country
Experiences

Over the past 20 years, many countries—each in their own way— have recognized the difficulties of
managing the public sector in a highly centralized manner. As such, many countries have pursued some
type of decentralization reform. Such reforms often involve countries pursuing the transfer of decision-
making power, service delivery responsibilities and financial and human resources from a higher
government level to lower government levels (that is, through devolution). In other cases, countries
have pursued more limited decentralization strategies (for example, through more effective
deconcentration or delegation).

Either as part of, or in parallel to, these decentralization reforms, many countries have also recognized
the importance of water and sanitation in the context of their country’s development (for instance, in
the context of the Millennium Development Goals [MDGs], and more recently, the post-2015
Sustainable Development Goals [SDGs]). In doing so, countries have typically acknowledged that water

% One aspect of participation and accountability that will be expanded on during the next work phase is the role of
water user committees and similar user groups.
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and sanitation services are, by definition, local in nature. Therefore, countries have sought to strengthen
the institutions through which water and sanitation services are provided at the local level.

In the interests of learning more about the vertical aspects of water and sanitation service provision, in-
depth studies of decentralized water and sanitation services have been completed for four countries:
India/Kerala, Kenya, Peru, and South Africa. In addition, relevant information about the
intergovernmental and local arrangements surrounding water and sanitation service delivery for
Indonesia and Tanzania were extracted from the respective water, sanitation and hygiene (WASH)
Diagnostic Studies for these two countries.

Each of the case studies follows the diagnostic framework presented in Section 2. Therefore, all consider
the six dimensions of decentralized water and sanitation provision, including: (i) the organizational
structure of local governance and water and sanitation services; (ii) the assignment of functional
responsibilities; (iii) effective and responsive local political leadership; (iv) local control over
administration and service delivery; (v) local fiscal autonomy and financial management; and (vi) local
participation and accountability mechanisms.

This section provides a short synopsis of the nature of decentralized water and sanitation provision for
each of these six cases.”

Each case study considers the vertical sectoral structure of water and sanitation services. In addition,
each case attempts to place the delivery of decentralized water and sanitation services in the context of
the overall decentralized public-sector structure of the country at hand. In this regard, each considers
the interlinkages between the subnational governance structure and the vertical context of the sector.
In doing so, each case study seeks to assess: the clarity and effectiveness of the organizational structure
and functional responsibilities; whether decision-making authority and administrative authority are
aligned with the responsibilities of each actor; whether there is sufficient and predictable funding for
DWSS; and whether there are adequate mechanisms for holding the various sectoral actors accountable
for their performance.

Whereas the remainder of this section presents a narrative overview of decentralized water and
sanitation services in each of the six countries, Section 4 presents (tentative) comparative observations
from the initial six country cases. Section 5 tries to identify emerging lessons about the relationship
between decentralization and sector performance in water and sanitation.

3.1 Decentralized Water and Sanitation Service Delivery in Kerala (India)

Intergovernmental context. While representing one of the more successful efforts at decentralization in
South Asia, the case of Kerala, India reveals the fairly limited extent to which higher-level governments
in the South Asia region have been willing to move away from hierarchical administrative systems.
Efforts over the past two decades to decentralize public services in Kerala—including water and

> The synopses provided here are based on the country cases prepared by: Matthew, 2017 (Kerala, India); Carlitz
2017 (Tanzania); Eberhard, 2017a (Kenya); Von Hesse, 2017 (Peru); Chase and Listyasari, 2017 (Indonesia); and
Eberhard, 2017b (South Africa). The DWSS case studies for Kerala/India, Kenya, Peru and South Africa are
submitted as an Annex together with this synthesis report.
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sanitation services—have resulted in a complex, hybrid service delivery system, whereby the
deconcentrated state-level water agency, local governments and local beneficiary groups each have a
role.

Organizational structure of DWSS. In Kerala, both state-level agencies as well as the local government
play an important role in the delivery of water and sanitation services. At the state-level, the Kerala
Water Authority (KWA) and the Kerala Rural Water and Sanitation Authority (KRWSA) play important
roles in providing water and sanitation services. As a state-level corporate entity, KWA has offices
throughout Kerala and operates in a hybrid (deconcentrated/delegated) manner. At the local level,
elected local governments are the organizations assigned the responsibility for ensuring the delivery of
local drinking water and sanitation services.

Functional assignment for DWSS. By law, urban local governments (municipalities and corporations) and
village-level rural local governments (Gram Panchayat, or GPs) are legally responsible for ensuring the
delivery of drinking water and sanitation services. However, this does not mean that local governments
are the actual providers of water services in Kerala. In practice, many water schemes—in both urban
and rural areas—were not transferred to the respective local governments by the state-level Kerala
Water Authority (KWA). Thus, despite the decentralization reforms that started in 1996, the state-level
KWA—and the Kerala Rural Water and Sanitation Authority, KRWSA—continue to play important roles
in the provision of water and sanitation services, both in terms of operating existing water schemes as
well as with regard to sectoral infrastructure development. In addition, the Suchitwa Mission (under the
Local Self-Government Department) is the focal agency for assisting cities, municipalities and
panchayats in sanitation and waste management.

Although ongoing efforts are being made within the sector to decentralize responsibilities for water and
sanitation services at the margin (for instance, by strengthening the role of local governments and
beneficiary groups in the planning and operations of rural water schemes), the overall organizational
structure and architecture of decentralized water and sanitation services is now more or less fixed and
uncontestable.

Effective and responsive local political leadership. Compared to the strong institutional traditions of
hierarchical governance and vertical administrative control that prevail in South Asia, Kerala has made
considerable efforts to ensure a degree of (semi-) autonomy at the local governmental level. Kerala has
a strong tradition of local political competition. In addition, the power of higher levels of government
over local government institutions is highly limited in terms of government orders and provisions
contained in the Kerala Panchayat Raj Act (1994). For instance, the state government can only dissolve a
panchayat—or cancel panchayat resolutions—under very specific, legally-prescribed conditions.

Local control over administration and service delivery. To the extent that local governments have any
responsibility for operating and/or expanding DWSS, their decision-making responsibility and
administrative authority are not well aligned. Local governments do not have their own staff. Therefore,
they are unable to operate or expand water schemes without the support of the deconcentrated staff of
the Kerala Water Authority.

Sufficient and predictable funding. Overall, the degree of decentralized spending—spending that is
planned and prioritized by local government bodies—in Kerala is higher than in most other Indian
States. However, much of local governments’ access to sectoral development resources is provided by
higher levels of government as sector grants through KWA and KRWSA.
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Accountability mechanisms. Compared to the previous, highly centralized approach, greater community
involvement in the identification, planning and operation of some rural water schemes seems to have
resulted in improved operations and maintenance of water schemes and fewer breakdowns (Andres and
others 2016). However, it is unclear whether the increased involvement of devolved local government
institutions has had a meaningful impact on overall sector performance.

Conclusions. Opportunities to further improve access to, and the performance of, local water and
sanitation services are limited by the prevailing state of decentralization in Kerala. This includes: the
unclear legal assignment of functional responsibilities; the excessive involvement of state-level agencies
in front-line service delivery; as well as institutional weaknesses at the local governmental level. These
challenges are not sector-specific. Rather, they are caused by broader “vertical” political economy
challenges associated with the decentralization reforms, and the relatively limited desire to decentralize
human resources and power and authority (as is common in the South Asia context). In fact, it is quite
possible that devolution has hindered progress in water and sanitation performance by causing
duplication and confusion in the organizational structure and the assignment of functions and
responsibilities.

3.2 Decentralized Water and Sanitation Service Delivery in Tanzania

Intergovernmental context. As in Kerala, India, decentralization reforms in Tanzania were initiated in the
mid-1990s with the intent of achieving a more inclusive and responsive public sector through
devolution. The goal was to improve the access and quality of local public services, including local water
and sanitation services. Like Kerala, Tanzania’s attempts to introduce an effective decentralized
mechanism for delivering water and sanitation services has resulted in a hybrid system. In this case, the
role of the local government in water and sanitation services is limited, and central government
stakeholders continue to play an important role.

Organizational structure of DWSS. The evolution of decentralized water and sanitation services in
Tanzania over the past 20 years has been defined to a large extent by the political economy competition
between champions of decentralization and local government reform on the one hand, and sectoral
forces on the other hand. This has resulted in a parallel organizational structure in the delivery of water
and sanitation services. In this case, 175 elected Local Government Authorities (both in urban as well as
in rural areas) are responsible for water and sanitation service provision. At the same time, water and
sanitation provision falls under the Ministry of Water and Irrigation (MoW!I). For purposes of
operationalizing its mandate, the MoWI has established over 135 Urban Water Supply and Sanitation
Authorities (UWSSAs), which are corporate bodies reporting to the Minister responsible for Water.*® In
rural, areas, the National Water Sector Development Strategy (2006) established Community-Owned
Water Supply Organizations (COWSOs). These are bodies legally constituted by a community to own,
manage, operate and maintain the water supply systems on behalf of the community.

Functional assignment for DWSS. This has resulted in a legislative framework that assigns the functional
responsibility for local water and sanitation provision to elected Local Government Authorities (LGAs).
However, the sectoral laws assign the responsibility for water and sanitation provision to entities

'® Despite their name, 73 “urban” UWSSAs are established in rural (District) Local Government Authorities.
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created by—and reporting to—the Ministry of Water and Irrigation. In reality, sectoral powers have
largely won this competition (which, as in Kerala, boils down to a competition over resources). The net
result, however, is a water sector that performs poorly across both urban and rural jurisdictions.

Sectoral laws and policies define dual structures for water provision in urban and rural areas of the
country.’” In urban areas, sectoral laws provide for urban Water Supply and Sewerage Authorities
(WSSAs). These are creations of—and controlled and funded by—the Ministry of Water and Irrigation,
and have little or no interaction with the elected LGAs. As corporate entities, these WSSAs provide piped
water services (and in a few cases, sewer sanitation). They also collect water fees from their customers
to provide local water and sanitation services on a cost-recovery basis. Despite the ability of WSSAs—as
entities created and overseen by the Ministry of Water and Irrigation—to rely on direct funding support
from the central government budget, the service quality and coverage of urban water authorities has
been poor. As WSSAs tend to focus on serving the urban core and often do not serve peri-urban areas
and informally-settled slum areas, less than one-third of all urbanites (28 percent) have water piped into
their homes.

In rural areas, sectoral policies mandate the establishment of COWSOs as self-funded community-based
providers of water services. Whereas COWSOs are supposed to be supervised, backstopped and
supported by LGAs, the lack of connection and interaction between the local government pillar and the
water sector (as well as the lack of funding provided to LGAs for this purpose) means that, in reality,
COWSOs have only been established in about 10 percent of all Tanzanian villages. This is in spite of the
fact that the directive to establish them was issued over a decade ago (Carlitz 2016). Recent estimates
indicate that 40 percent of all water points serving Tanzanians in rural areas are non-functional.
Furthermore, it is estimated that 25 percent of all water points break down within two years of
construction (WaterAid Tanzania 2009).

Effective and responsive local political leadership. Local Government Authorities in Tanzania are
seriously constrained in their ability to operate as effective, autonomous political bodies due to limits on
political autonomy as well as limits on effective political competition. The country’s Chama Cha
Mapinduzi (CCM) party has dominated politics since Tanzania achieved independence in 1961. For
decades, it has served as the country’s sole legal party. Since the transition to multi-party politics in
1995, it has served as the dominant ruling party. Elections are held regularly and are increasingly viewed
to be free and fair, with candidates at all levels of government respecting term limits and transferring
power peacefully. However, opposition political parties have remained weak at the local level, and the
CCM regularly uses its monopoly over national political power to limit local political competition in its
favor.

7" Although the governance structure divides the country into urban and rural (district) local government
authorities, the organizational structure of the water sector deviates from this governance division. Rather than
following political-administrative divisions, the division between urban and rural seems to be based more on
existing piped water (and sewer sanitation) systems versus areas that are not served by piped water and sewers.
As such, the national Energy and Water Utilities Regulatory Authority (EWURA) licensed and supervised 23 WSSAs
established by the Ministry of Water within the territorial jurisdiction of urban local governments. In addition,
there are 73 district-based “urban” water authorities and 24 “small-town” water authorities for which water
supply is provided under the auspices of the Ministry of Water and Irrigation and EWURA.
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Local control over administration and service delivery. Whereas urban WSSAs and COWSOs are—from a
sector perspective—the main providers of water and sanitation services in urban and rural areas,
respectively, Local Government Authorities are effectively left to provide services where they do not
operate. In addition to constraints on political autonomy and political competition, LGAs are seriously
constrained in their ability to operate as effective, autonomous local governments. They are constrained
by limited administrative authority, including limited control over local government human resources.
They also have limited discretion over financial resources, which hinders their de facto ability to
effectively deliver water and sanitation services and/or expand water and sanitation infrastructure. In
fact, the misalignment between functional responsibilities and administrative authority is so extensive
that Boex and Simatupang (2015) refer to the local governance system in Tanzania as “devolution in
name only” (DINO).

Sufficient and predictable funding. The organizational and institutional obstacles to effective local water
and sanitation services in Tanzania include: (i) organizational duplication and lack of clarity in functional
assignments; (ii) central capture within the sector; (iii) weak local governance systems; (iv) inadequate
funding to local governments and/or local providers; and (v) a failure to align local governance and
sectoral systems. The intergovernmental fiscal system forms an important obstacle to improved local
water services because neither the sectoral block grants (which flow directly to the LGAs) nor the
subventions or subsidies flowing through the Ministry of Water are properly targeted to improve local
water and sanitation services. As a result, the total annual non-wage recurrent budget allocation for
supervision, operations, maintenance, repairs and community coordination for non-piped water systems
by District Water Engineers and Municipal/Town Water Engineers across the country amounts to
roughly US$6 million per year. This translates into about US$ 0.11 per capita or less than US$40,000 per
LGA."

Accountability mechanisms. Although the intent of Tanzania’s local government reforms is to promote
citizen participation and local accountability, in practice, local political accountability mechanisms are
relatively weak. Locally-elected councils are only weakly empowered to oversee the delivery of services
by local executive departments. Given that COWSOs—where they exist at all—are unstaffed and under-
resourced, it is difficult for the community to hold them accountable for their performance. To the
extent that Water Supply and Sewerage Authorities are under the control the Ministry of Water rather
than under the control of LGAs, accountability is primarily exercised in a top-down manner.

Conclusions. The government made a commitment to pursue “decentralization by devolution” under
President Mkapa. However, since the late 2000s, the ruling party—Ilargely for political reasons—has
pursued a much more centralized approach to public sector management. To the extent that LGAs (both
de jure and de facto) provide the main platform for front-line public services, the central government
has increasingly sought to circumvent the district-level. Instead, it is aiming to funnel resources directly
to front-line service delivery units (for example, schools and clinics). While COWSOs are (intended to be)
the main providers of rural water services below the LGA level, no effective mechanism has been
established to strengthen them (either directly by the sector ministry, or through the LGAs).

18 LGAs—particularly in rural areas—have few if any own source revenues to devote to water services. Likewise,
LGAs have little or no access to discretionary development funds. Essentially all water sector development funding
comes in the form of earmarked (top-down driven) development grants, typically funded by development
partners.
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To the extent that DWSS in Tanzania are delivered by water and sanitation authorities that fall under the
vertical sectoral control of the Ministry of Water, improvements in water and sanitation services are
limited by the ability of vertical sectoral mechanisms to effectively provide resources to service delivery
authorities — and to hold them accountable for their performance. The government’s reliance on top-
down control and supervision in Tanzania—both in water and sanitation, as well as in other sectors—has
resulted in the public firing of inefficient and corrupt officials. Although the shock-value of such an
approach may be good politics, there is little or no evidence that this top-down approach actually results
in sustainable, long-term improvement of service delivery outcomes.

3.3 Decentralized Water and Sanitation Service Delivery in Kenya

Intergovernmental context. Compared to Kerala, India and Tanzania, which undertook their
decentralization reforms almost 20 years ago, Kenya is currently in the early stages of its own
decentralization (devolution) process. The country introduced a new Constitution in 2010 and is in the
process of transitioning from a highly-centralized public sector to a quasi-federal structure. As such,
Kenya provides a unique, ongoing “natural experiment” regarding the impact of the nature of
decentralized systems on water and sanitation service delivery outcomes. At the same time, the
transition process is exposing the sectoral and vertical political economy forces that are at play. These
are forces that complicate the successful devolution of water and sanitation services. Unlike in Kerala,
where the status quo seems to have become fully entrenched, Kenya may still have an opportunity to
re-shape the sector’s organizational structure in a way that aligns functions, funds, and functionaries.
Unfortunately, it is still too early since the 2010 constitutional reform to draw any definitive conclusions
about the effects of the reforms on water and sanitation sector outcomes. Organizational structure of
DWSS. The very centralized system of government that developed in Kenya after independence was not
effective in equitably distributing governmental resources at the regional and local levels due to the
capture of the State through corruption and patronage. Sectoral reforms to decentralize the provision of
water services started in 2000 (pre-dating the constitutional reforms of 2010). In urban areas,
commercial water and sanitation companies were established as corporate entities under the control of
the Ministry of Water and Irrigation. Investments were undertaken by nationally-owned Water Services
Boards (regional asset-holding entities), and financed by national government and development
partners. In rural areas, District Water Offices were established as deconcentrated entities under the
Ministry of Water and Irrigation. In both cases, there was no governance connection between the water
sector and the elected local government authorities (although some water assets were notionally
owned by local governments). Although national financing was provided to both urban and rural water
and sanitation infrastructure, the urban areas were expected to pay their own costs based on water
tariffs. They were also expected to recover the operating costs and make a contribution to capital.

Functional assignment for DWSS. Prior to the introduction of the new constitution, all sector
responsibilities for water and sanitation effectively fell under the hierarchical control of the Ministry of
Water and Irrigation. An important shift has been brought about by the new constitution, which assigns
the functional responsibility for providing water and sanitation services to the country’s 47 County
Governments. The constitutional reform resulted in the transfer of the governance of urban water and
sewer companies to the counties. The counties in turn appoint the boards of the companies (although
appointment processes are strictly regulated by the national regulator, WASREB). Given that the County
Government has responsibility for the entire county—and not just the urban core—there is some
concern that the placement of the urban water and sewer companies under the County Government
would result in a lack of support for urban water and sanitation services.
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Changes have been more fundamental to the functional assignment for rural water and sanitation
service provision. Elected county governments are now constitutionally expected to provide rural water
and sanitation services. Currently, they are doing so without any earmarked funding or sectoral
programs to guide them. As a result, different counties have assigned the responsibility for water and
sanitation services to different county departments. Anecdotal evidence suggests there is a wide range
in county responses and activities — from those that do very little, to counties that are proactive in
developing and implementing water and sanitation investment and related programs.

Effective and responsive local political leadership. Politics in Kenya are highly competitive and have been
strongly influenced by ethnic affiliations. It is therefore not surprising that public support for the
devolution provisions in the Constitution was strong. Under the new constitutional disposition, county
government elections are quite competitive. However, only one election has been held (in 2013) since
the adoption of the 2010 Constitution. The next county-level elections are due to be held in 2017. As
such, it is too early to answer the question with any confidence as to whether the local political
leadership in Kenya is being given the necessary political space, and whether local political leaders are
effective in identifying and responding to the needs of their constituents.

Local control over administration and service delivery. Under the new constitutional disposition, the
county has become the governance entity responsible for urban, as well as rural water and sanitation
services. In accordance with this constitutional mandate, county governments have extensive
administrative authority and autonomy, including over planning, human resource management, finances
and procurement.

Sufficient and predictable funding. Broadly speaking, County Governments are responsible for delivering
their constitutionally-mandated functions, including water and sanitation. Their funding sources include:
unconditional grant resources (the Equitable Share), their own limited revenues, and/or funding from
development partners. With the Equitable Share mechanism, roughly one-third of nationally-collected
revenue sources are channeled to the county level on a formula basis.

It is unclear, however, what share of county government resources are being dedicated to urban and
rural water and sanitation services. Despite persistent concerns that County Governors might raid the
bank accounts, the urban water companies have now been placed under their control. To date, there
appears to have been no major collapse in the management of urban water systems.

National financing of urban water systems (by both the national government and development partners)
has continued through the Water Services Boards. A 2015 revision of the Water Act provides for
continued financing of urban water infrastructure through nationally-owned and controlled Water
Services Boards. However, this is being contested by the counties who assert that the constitutional
responsibility for investing in urban water systems should have been devolved to the county
governments.

Accountability mechanisms. Prior the introduction of the new Constitution, the public sector was highly
centralized: political power was concentrated at the central governmental level, greatly limiting the
ability of citizens to hold government officials accountable for their performance—or more often—their
failure to perform. Under the newly-devolved public sector structure, county governments are required,
by law, to consult residents and affected parties through a public participation process during the key
planning and budget approval steps. Further, they must report on progress and present annual financial
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statements related to what has been achieved and what has been spent. While these processes and
practices are evolving and compliance with legislation is still relatively weak, the introduction of a multi-
level governance system has created (nascent) vertical checks and balances within the public sector. It
has also opened the door to the potential for meaningful public participation at the county level.

Conclusions. The major change that the new constitution made is the transfer of the recurrent
responsibilities for water and sanitation provision from the national government to the newly-formed
county governments. The focus of the national government (including the Ministry of Water) with
respect to urban water and sanitation provision seems to be more on retaining a direct role in the
development of water and sanitation infrastructure, rather than playing a supporting role in ensuring
better performance outcomes in the sector. At the same time, there is little or no national government
involvement in strengthening rural water and sanitation. Also, a national-level sectoral strategy or
approach with respect to rural water and sanitation seems to be lacking.

Changes in sectoral outcomes or performance since the introduction of the new constitution (vis-a-vis
the previous, highly centralized system) are difficult to judge because the national government does not
prepare consolidated information on county-level sectoral performance or sectoral outcomes. Kenya’s
ongoing reforms provide a cautionary tale about water and sanitation sector officials at the national
level who are seldom enthusiastic about devolving the function to local governments, regardless of the
prevailing decentralization model. Even under the new Constitutional arrangements, the Ministry of
Water prefers to keep an implementing role in water and sanitation infrastructure development. This is
continuing despite the fact that it is contrary to the constitutional reassignment of functional
responsibilities.

3.4 Decentralized Water and Sanitation Service Delivery in Peru

Intergovernmental context. In contrast to Kerala, Tanzania, the nascent Kenya experience, and many
other countries where decentralization (devolution) reforms were only partially implemented, the
decentralization (devolution) reforms pursued in Peru in the early 2000s seem to have been more
successful in achieving a more consistently devolved structure for water and sanitation services. Indeed,
urban and rural water and sanitation providers now fall under the responsibility of the local
governmental level. Moreover, rather than central agencies competing with local governments over
functions and service delivery responsibilities, the central government in Peru has been able to establish
mechanisms to provide technical and capacity support to local governments, as well as local water and
sanitation providers in urban and rural areas.

Organizational structure of DWSS. In urban areas, water and sanitation services are provided by
municipal Sanitation Service Providers (Empresa Prestadora de Servicios de Saneamiento, or EPS). These
are municipally-owned and their operations fall under the full responsibility of the local governments
(provincial municipalities). The key actor in the delivery of rural water and sanitation services is a
community organization known as a Sanitation Services Users Association (Juntas Administradoras de
Servicios de Saneamiento, JASS), which is established by the community and works through a
partnership agreement with their respective rural municipalities.

Functional assignment for DWSS. Although urban water and sanitation services are provided by
municipal utility companies, EPSs are guided, regulated and monitored by the National Superintendence

of Sanitation Services (Superintendencia Nacional de Servicios de Saneamiento, SUNASS). SUNASS is a
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public specialized body attached to the Presidency of the Council of Ministers. It has administrative,
functional, technical, economic and financial autonomy. Its functions are to regulate, supervise and
inspect the provision of sanitation services, and its jurisdiction covers all EPSs. In addition to its
normative role, it has a regulatory role by which it has the power to conduct the tariff system, which it
must also monitor.

In 2013, the Ministry of Housing, Construction and Sanitation formed the Technical Agency of the
Administration of Sanitation Services (Organismo Técnico de la Administracion de los Servicios de
Saneamiento, OTASS), which is a public agency that seeks the modernization of the administration of the
EPSs. The agency aims to: strengthen the composition of the municipally-appointed boards of urban
water and sanitation providers; strengthen their accountability and corporate governance; and assist
the EPSs in operating in a financially sustainable manner on a cost-recovery basis.

In rural areas, the district municipality is responsible for the provision of water and sanitation services.
There are different ways in which the legal framework enables district municipalities to provide water
and sanitation services, including through communal organizations, specialized operators, or directly. As
noted, the most common approach is the delivery of local water and sanitation services through
Sanitation Services Users Association (Juntas Administradoras de Servicios de Saneamiento, JASS). JASS
are registered community organizations that—through a partnership agreement with the municipality—
are made responsible for the administration, operation and maintenance of water and sanitation
services within part of the local jurisdiction.

Effective and responsive local political leadership. In Peru, each level of government has political
decision-making space. Furthermore, the local government election system is competitive. There is no
ruling party, nor is there central party dominance. Any political organization or electoral alliances can
participate in the elections if they can register an adherent list of 2.5 percent or more of the total
eligible voters of their respective district. The effectiveness with which local political leaders respond to
the needs of their constituents and achieve desirable results varies considerably between different local
jurisdictions.

Local control over administration and service delivery. Local governments in Peru have considerable
administrative authority, including over matters of human resources and procurement. In urban areas,
the board of the EPS is nominated and appointed by local governments, and the board in turn appoints
the General Manager. The EPS determines its own staff establishment and manages its own affairs,
although it is not uncommon for a degree of political influence to be exerted over the management of
EPSs, as well as in determining local support for JASSs.

Sufficient and predictable funding. A systemic imbalance in Peru seems to be the result of the
assumption that DWSS can be delivered by urban and rural providers on a cost-recovery basis. To the
extent that this is not the case, implicitly or explicitly, there is at least an assumption that recurrent
operations and maintenance are covered from water fees / tariffs. This means that higher-level
government will need to step in to fund infrastructure development. Even the recovery of recurrent
costs is clearly not possible in all local jurisdictions. To the extent that access to clean drinking water and
sanitation is a right—even for those who cannot afford it—local water providers are not being offered a
systematic way to cover these costs. This results in a vicious cycle of underfunding, poor services and
neglect. This needs to be broken and replaced with a virtuous cycle.
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In rural areas, family fees are established by the JASS and are supposed to cover the administrative,
operations, maintenance and reposition costs. In practice, family contributions and financial support
from local governments are rarely enough to cover operational costs in most cases. In order to address
this gap, the central government participates in financing capital infrastructure through the National
Rural Sanitation Program managed by the Ministry of Housing, Construction and Sanitation.

Accountability mechanisms. Citizen participation is constitutionally recognized and understood as the
right and opportunity, individual or collective, of citizens to express their interests and demands.
Provincial municipalities are the elected body responsible for ensuring the provision of water and
sanitation services, and are answerable to the requests of the population. The main mechanisms used to
promote local participation are the development plan and the participatory budget. However, the
instruments for monitoring and accountability of those mechanisms are often not effective.

Conclusions. There appear to be a number of fundamental differences between Peru’s experience and
those in other countries that may explain the more successful reform process.'® The decentralization of
the water and sanitation sector started in the 1990s with the General Sanitation Services Law (Ley
General de Servicios de Saneamiento) issued by President Alberto Fujimori. Thus, the decentralization of
water and sanitation services preceded (rather than accompanied or followed) the wider
decentralization reforms that followed in 2001, based on the Law on the Bases for Decentralization (Ley
de Bases de Decentralization). Furthermore, the General Sanitation Services Law dissolved the previous
national water and sanitation service provider, SENAPA. The law then transferred its subsidiaries to local
governments in the form of a Sanitation Service Providers (Empresa Prestadora de Servicios de
Saneamiento). By dissolving the national water and sanitation provider, Peru prevented a potential
decades-long competition for functions and resources between the central water and sanitation
agencies and the local governments.

The decentralization of water and sanitation services over the past two decades in Peru should be
considered quite successful based on the extent of coverage: access to improved water sources is 92
percent in urban areas and 65 percent in rural areas. In both cases, the main type of access to water is
the public network inside the household. Equally noteworthy is the fact that access in urban as well as
rural areas has increased considerably since 2001, with an 8-percentage point improvement in urban
areas, and an improvement of 22-percentage points in rural areas. Similar improvements have been
achieved in access to sanitation. Thus, the urban-rural gap in water and sanitation access has been
considerably reduced over the last 5 years.

Although the devolution of water and sanitation service has been recognized as successful, it has also
exposed the local politicization of water and sanitation services as a binding constraint in further
improving water and sanitation performance. They key challenge, therefore, is how to address this
constraint without damaging the structures and processes that led to service improvements.

'® The reader should be reminded that our methodology does not presuppose that devolution will necessarily lead
to better sectoral outcomes when compared to other approaches to localized service delivery (such as centralized
provision, delegation or deconcentration). However, to the extent that failed or incomplete devolution reforms
result in duplication, fragmentation and lack of accountability, the successful implementation of sectoral
decentralization reforms in line with its intended structure will likely contribute to more effective service delivery
outcomes.
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3.5 Decentralized Water and Sanitation Service Delivery in Indonesia

Intergovernmental context. Indonesia is among the most well-known examples of decentralization
reforms in the world (Boex and Simatupang 2015). After over half a century of highly centralized (and
mostly, authoritarian) governance, Indonesia switched to a devolved system of governance in 2001.
Decentralization was introduced to prevent the disintegration of the state in the middle of a severe
economic and governance crisis. The current structure of Indonesia's local government system is defined
by the “big bang” decentralization reform that was adopted in 1999, and introduced on January 1, 2001.
Effectively, the big bang transformed what hitherto had been a territorially deconcentrated public sector
into a devolved public sector: district and city administrations that had previously been directed,
managed, and financed from Jakarta were instead placed under the leadership of elected local
councils.”’ In addition to revenue sharing and the assignment of some own revenue sources, two major
funding streams were put in place to adequately fund these new local governments: an equalizing
general purpose grant (DAU), and a capital development grant (DAK).

Organizational structure of DWSS. The key governance organizations responsible for water and
sanitation services in Indonesia are local governments (districts and cities). In urban areas, water and
sanitation services are often provided by local government-owned and controlled corporate water and
sanitation utilities (Perusahaan Daerah Air Minum or PDAMs, and Perusahaan Daerah Pengelola Air
Limbah or PD-PAL, respectively). In rural areas, water and sanitation services are often provided by
different local government departments (DINAS).

Functional assignment for DWSS. With the implementation of the decentralization reforms in 2001, the
“vertical” roles and responsibilities for water and sanitation service delivery changed substantially,
particularly in urban areas (WSP 2015). At the local level, districts and cities (which were previously
deconcentrated bodies of the central government) were assigned the responsibility and authority to
deliver water and sanitation services. Provincial governments were to provide technical support to their
respective cities and districts. In urban areas, ownership and managerial oversight responsibilities for
corporate water and sanitation utilities (PDAMs and PD-PALs) were transferred to local governments. In
rural areas, different DINAS are often responsible for implementing and monitoring community-based
water and sanitation schemes. The central government--including the planning ministry and the line
ministries responsible for water and sanitation service provision—now focuses on policy and strategy
development. as well as funding and oversight of implementation (rather than direct project
implementation or control of local service delivery).

Effective and responsive local political leadership. The direct election of local leaders—subsequent to
Indonesia’s ‘big bang’ decentralization reforms—offers the opportunity to assess electoral
accountability to support improved service delivery. In practice, however, the available evidence is
mixed as to whether this dynamic is observable in relation to water and sanitation services in Indonesia.
Broader assessments (source?) of the effect of direct elections note that the institutions of democratic
decentralization have not necessarily led to better development outcomes, as initially hoped. However,
some positive examples of electoral accountability in the water sector, albeit anecdotal, do exist.

2% Since 2005, local executives have also been directly elected. In 2014, after the election of President Joko Widodo
(a former Mayor and Governor), Parliament threatened to terminate the direct election of local executives.
However, that decision was eventually reversed.

40



Local control over administration and service delivery. As a consequence of Indonesia’s big bang
approach to decentralization, local governments now have extensive administrative autonomy. They are
free to hire, fire, and employ staff. They are also fully responsible for the planning and procurement of
local capital infrastructure. In turn, PDAMs and PD-PALs have administrative authority and autonomy
from the local government over their day-to-day operations. However, in practice, in some local
governments, the administration of PDAMSs and PD-PALs is subject to influence or interference by local
politicians.

Sufficient and predictable funding. As part of Indonesia’s decentralization reforms, care was taken to
ensure that local governments would not be chronically underfunded. This was done by allocating a
series of shared revenues, own source revenues, as well as DAU and DAK grants to the local government
level. However, this relatively unconditional approach to local government funding has not necessarily
translated into a system that provides adequate funding for local water and sanitation services.
Improving the adequacy and predictability of funding for DWSS could be achieved in a number of ways.
For instance, it could be achieved by better targeting of DAK funds to high-need local governments and
expanding national programs that provide low-income households with financing options to connect to
piped water and sanitation.

Local governments have historically viewed the PDAMs as financially independent entities. They are
responsible for sourcing their own operational and development financing, rather than receiving
recurrent or capital support from the local budget (for example, for major water network
improvements, or for supporting water provision to poor households). Funds for system rehabilitation
and expansion have not been provided as necessary—neither by the central nor the local government
level. The majority of PDAMs are heavily indebted and in arrears or default; hence, most are not
considered creditworthy. They generally operate with poor governance and institutional inefficiency.
Indeed, the levels of non-revenue water (NRW) are more than twice what might be considered
acceptable (ADB 2012). An additional burden is the recent requirement for PDAMs to pay full industrial
rates for electricity.

Although some advances have been made with regard to tariff setting and collection in recent years,
tariffs are often set well below cost-recovery levels. In fact, they generally do not even cover the cost for
operations and maintenance. As local politicians are at the mercy of the local electorate, they have an
obvious political economy incentive to keep tariffs artificially low. In addition, local governments may
demand the payout of dividends by the local water organizations, which reduces even further the funds
available for maintenance and investments.

Accountability mechanisms. The national policy on rural water and sanitation focuses extensively on a
community-based management approach. This approach, combined with significant capital investment,
has delivered improvements in access to water services in rural areas in Indonesia. At the local level,
however, responsibility for post-construction operations and maintenance of rural water and sanitation
schemes is often dispersed across different local government agencies. This arrangement makes it
difficult for citizens to hold the local government accountable for poor service delivery. The actual
services are provided by community-based organizations (CBOs). Such CBOs often rely on the
leadership of a small group of volunteers and socially-minded community members, which limits not
only their capacity but also the ability to hold them accountable for weak performance (Willetts and
others 2016).
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Conclusions. In Indonesia, one of the main concerns that accompanied its “big bang” decentralization
initiative was that local service delivery would collapse. Although decentralization has not proved itself
to be a panacea, local services—including for water and sanitation—continue to incrementally improve
over time in the context of Indonesia’s multi-level governance framework. Today, 87 percent of the
population has access to improved drinking water, and 61 percent has access to improved sanitation.
This reflects a 39 and 36 percentage point increase, respectively since 1990. While these numbers
suggest substantial gains in access to water and sanitation in Indonesia, close to 100 million people still
remain without improved sanitation, and 33 million are without improved drinking water (WHO/UNICEF
2015). These summary figures further mask the persistent urban-rural and income divides in access to
services. They also fail to explore the underlying gaps in quality faced by all households, regardless of
their income or place of residence (WSP 2015).

Local governments and their service delivery entities often lack capacity, a supportive regulatory
environment, coherent institutional and fiscal arrangements, and political incentives to effectively
deliver water and sanitation services. As a result, service delivery breaks down — despite supportive
policies and high-level political commitment. Addressing the critical gap between policy and
implementation that impedes service delivery requires doing business differently. It requires a better
understanding of the functioning of the public sector and the politics of reform, and then taking
appropriate action in the context of those constraints.

3.6 Decentralized Water and Sanitation Service Delivery in South Africa

Intergovernmental context. The final country experience reviewed was South Africa. The country
defined its public-sector structure—including its organizational structure for decentralized water and
sanitation services—as part of its post-Apartheid Constitution and the associated public-sector reforms.
As part of the political settlement in the transition to democracy, South Africa introduced a three-tier
devolved system of government in 1996, which was embedded in the Constitution. The new system
assigned the responsibility for the provision of water and sanitation services to local government, the
third tier of government. The Constitution also included a Bill of Rights requiring government (national,
provincial and local) to progressively realize the right to water and adequate sanitation for all citizens
within its available means.

Organizational structure of DWSS. In South Africa, water and sanitation services are constitutionally
assigned to the local or municipal government level. There are three kinds of local governments in South
Africa: metropolitan municipalities, district municipalities and local municipalities. District municipalities
(DM) are an overlay of a grouping of local municipalities (LM). In most instances, water and sanitation
services are produced directly by the municipality itself (through the relevant municipal department). Of
the 152 municipalities that have been assigned the responsibility for the provision of water and
sanitation services, two municipalities (both large cities) have chosen to undertake the provision of the
service through a municipally-owned company — namely, Johannesburg Water, in the case of the City of
Johannesburg, and ERWAT in the case of the Ekurhuleni Metropolitan Municipality. The former provides
retail water and sanitation services and treats wastewater. (Water is purchased from Rand Water, a
water board.) The latter treats wastewater only.

Functional assignments for DWSS. By law, the water and sanitation service function is allocated either to
the district municipality or to the local municipality for a given area. The assignment of the water

services function between the district and local levels is done through an administrative process defined
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by legislation. At the national level, water and sanitation fall under the responsibility of the Ministry of
Water and Sanitation. This ministry oversees urban and rural water and sanitation policy. It also
appoints the regional Water Boards. In addition, it runs a regional bulk water infrastructure program,
and is responsible for water resource management.

Effective and responsive local political leadership. Although local government elections are competitive
and are monitored and overseen by the Independent Electoral Commission, South Africa’s overall
political landscape is democratically centrist in nature. The African National Congress has been the
dominant political player since 1994 at the national, provincial and local levels. However, in recent
years, the ANC’s majority has been decreasing, and opposition parties control one province (of a total of
nine) and 44 metropolitan and local governments (of a total of 211). These are signs of increasing
political competition.

Local control over administration and service delivery. Municipalities have almost complete
administrative authority and autonomy over local service delivery, including water and sanitation
services. They may undertake the production of water and sanitation services themselves (in-house), or
contract this function (or a component of the function) to a service provider. As noted, in the vast
majority of cases, local governments provide water and sanitation services through a department of the
elected council. In this case, the management of the responsible municipal department is appointed by
the local political executive. The local government has a high degree of autonomy over the department’s
organization, staffing, management, and operations, including procurement of any infrastructure. In a
few cases, the provision function is housed in a separate municipally-owned entity, or contracted to a
private provider. Regional water boards (appointed by the Minister of Water and Sanitation) provide
bulk water to the municipalities. They may also support or provide retail services for or on behalf of the
municipality.

Sufficient and predictable funding. In line with the country’s collaborative multi-level governance
approach and its commitment to equal access to public services, South Africa’s intergovernmental fiscal
system plays an important role in ensuring that local governments are in a financial position to provide
municipal services to indigent households (defined as those who cannot afford to pay for such services
through user fees). As such, the Basic Services window of the Local Government Equitable Shares grant
is computed as the amount of funding needed for each municipality to provide municipal trading
services (including electricity, water, sanitation and solid waste management) to all indigent households.
In addition, a series of infrastructure grants compensates the municipalities for extending water and
sewer connections to public housing developments.

Accountability mechanisms. Municipalities in South Africa are required to consult residents and affected
parties through a public participation process during the key planning and budget approval steps in
providing services (including water and sanitation). They must report publicly in an annual report and
annual financial statements regarding what has been achieved and what has been spent. Minimum
consultation requirements are set out in the law, and processes can be halted by affected parties if
these consultations have not been carried out. A municipality cannot abrogate these responsibilities
when production functions have been contracted out. These responsibilities include the requirement for
municipalities to develop a water services customer charter, which would then be approved by the
council. Similarly, municipalities are required by law to develop a performance management framework,
and to report against this framework. This municipal Service Delivery and Budget Implementation Plan is
regulated and published by the National Treasury.
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Conclusions. In the post-Apartheid period, one of the main objectives of the government has been to
expand equitable access to local public services (including water and sanitation), while also ensuring
local political participation and control. This has led to the devolution of powers to the provincial and
local governmental levels, along with the devolution of significant financial resources — both through
the Equitable Shares as well as through targeted sector grants. The corresponding improvements in
access to water and sanitation in South Africa over the past 20 years have been impressive. Over 7
million households were provided with a house or yard connection from 1996 to 2016 to reach 74
percent of all households by 2016 (from 56 percent 20 years ago). In addition, the percentage of
households without a piped supply declined from 20 percent to 10 percent over the same period.
Improvements were experienced in both urban and rural areas, but service levels are much higher in
urban areas for both water and sanitation. Notwithstanding this good progress, access to piped water
has been more or less static in percentage terms since 2010.

4. Observations from Selected Country Cases

Drawing on the six in-depth studies of institutional arrangements with respect to decentralized water
and sanitation services, a considerable degree of diversity in the nature of decentralized water and
sanitation arrangements and outcomes emerges. Specifically, this includes diversity in: subnational
(intergovernmental) country structures; institutional approaches to decentralized water and sanitation
delivery; local political systems; and sectoral outcomes and performance.

An area of considerable similarity, however, is the way in which local water and sanitation providers are
funded: in all but one of the country cases, higher-level governments do not provide systematic grant
funding for the recurrent operations of local water and sanitation services. Likewise, for the
development side of the budget, only discretionary, earmarked grants from higher levels of government
are provided to fund the capital requirements of local water and sanitation services. Under the
conventional division of funding responsibilities, this suggests that improvements in access to water and
sanitation are primarily determined by the extent to which central government is willing to (directly or
indirectly) fund expansion of water and sanitation infrastructure. At the same time, operational
performance and sustainability is primarily driven by the institutional capacity, incentives and
accountability mechanisms within which local governments and/or local service providers operate.

A second area of similarity noted across the country cases is the important role that political economy
forces play in shaping the system of decentralized water and sanitation services. To a large extent, it
appears that the degree to which a country can manage these political economy forces—which are in
play at the central as well as at the local government levels—will help to determine the success of its
decentralized provision of water and sanitation services.

4.1 Observation 1: Diversity in Subnational / Intergovernmental Structures

A first observation is that the selected countries being reviewed are quite diverse in their subnational or
intergovernmental structures (Table 4.1). Most countries reviewed are politically organized in a unitary
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manner, and generally pursue the provision of key public services through devolved, elected local
governments.”

It should be noted that each of the six country cases do not approach decentralization in the same way.
Whereas countries such as Indonesia and South Africa are relatively decentralized (with considerable
service delivery responsibilities and autonomy placed at the local level), local governments in other
countries—such as India or Tanzania—have considerably less discretion or autonomy over local affairs.
For instance, as noted, decentralization in Tanzania has been referred to as “devolved in name only” as
local government officials—including the District Executive Director, other senior local officials, and
front-line service delivery staff—are hired, transferred and fired by the central government rather than
by the elected local council (Boex and Simatupang 2015).%

Table 4.1. Country Background and Vertical Structure of the Public Sector: Selected Countries

India/Kerala | Indonesia Kenya Peru South Africa | Tanzania
Political System Unita ry* Unitary Quasi- Unitary Unitary Unitary
federal

Decentralization Hybrid | Devolution Devolution | Devolution Devolution Hybrid
Type

Population” 33.4 260.6 47.3 31.8 55.0 55.2
National govt. 1 1 1 1 1 1
Intermediate 14/152 34 47 25 9 25
govt.

Local govt. 1,034 503 - | 196/1,646 278 167
Population / 32,300 518,100 1,006,400 162,200 197,800 330,500
local govt.

Source: Prepared by authors based on country cases.

Note: (*) Whereas India is organized as a federal country, the state of Kerala is politically organized as a unitary
system. (**) Reflects per capita gross domestic product (GDP) (purchasing power parity- PPP) in USS - World Bank,
latest year available. (***) Population in millions; United Nations estimates (2016).

Furthermore, the subnational governance structure in different countries results in local and regional
governments with distinctly different sizes: whereas an average local government in Kerala has a
population of 32,000 residents, an average local government in Indonesia tends to have a population
that exceeds 500,000 residents.

There are (at least) four obvious implications arising from the diversity of subnational and local
government structures.

*! This observation deals with the general structure of the public sector and the provision of public services such as
health and education; not specifically with the delivery of water and sanitation services.

2 Hence, Table 4.1 refers to the type of decentralization in Kerala and Tanzania as a hybrid of deconcentration and
(some) devolution. Although the decentralization reforms in Kerala are typically described in more positive terms,
in reality, the degree of decentralization in Kerala is actually even more limited than in Tanzania.
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First, given the diversity of local government structures, it is unlikely that there will be a “one-size-fits-
all” solution to any institutional policy challenge at the local level. An institutional solution that may
work in a country with local governments that serve 500,000 residents on average will be very different
from the solution for a country with local governments that serve fewer than 50,000 residents on
average.

Second, to the extent that the efficient delivery of water and sanitation services requires a specific
technical minimum efficient scale, local governments in different countries may or may not be able to
meet the relevant minimum scale requirements. Obviously, countries with smaller local governments
are less likely to achieve cost savings associated with economies of scale as compared to countries that
have larger local governments.

Third, beyond technical scale economies, the size and number of local governments and the number and
scale of local service delivery entities also have important implications for the professional capacity of
service providers. Whereas responsibility for delivering decentralized water and sanitation services is
often devolved to local governments (or delegated to community groups) in order to be “close to the
people” and to achieve local ownership, the downside of an overly localized approach is that the degree
of localization is often inversely related to the professional capacity of the provider.? Indeed, one of the
prevailing myths of rural water supply is that communities are capable of managing their facilities on
their own (RWSN 2010). Instead, the relationship between the structure of decentralized water and
sanitation service provision and the institutional maturity and sustainability of rural and urban water
providers deserves greater attention (see, for example, Kayaga, Mugabi and Kingdom 2010; and
Moriarty, Smits, Butterworth, and Franceys 2013).

Fourth, the overall population and geographic size of a country, along with the number and structure of
subnational government levels (or subnational administrative tiers) will have an important impact on
intergovernmental coordination in the water and sanitation sector. For instance, the question of
whether it is appropriate for an intermediate government level to manage scale-sensitive water and
sanitation functions (such as bulk water extraction and distribution, or waste water treatment) will
depend a lot on the subnational structure of the public sector. Similarly, the ability of higher-level
governments to backstop and provide capacity to support lower-level governments and local water and
sanitation providers will depend to a considerable extent on the subnational governance structure.

4.2 Observation 2: Diversity in Decentralized Approaches to Water and
Sanitation Service Delivery

In addition to the significant differences in subnational governance structure in the selected countries,
the organizational structure of the water and sanitation sector at the local level is also quite different.
Most countries reviewed (in fact, all except South Africa) have a different institutional structure for
delivering water and sanitation services in urban areas than in rural areas (Table 4.2). For each of the
four main types of WSS (urban water, urban sanitation, rural water and rural sanitation), the table
considers which government level is de facto responsible for ensuring the provision of services (referred
to in the decentralization literature as responsibility for provision) versus which entity is de facto

%> In fact, Chowns (2015: 274) argues that ‘local ownership’ is too often used as a convenient cover for abdication
of responsibility by those with the power and resources.
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responsible for ensuring the production of services (referred to in the decentralization literature as
responsibility for production).**

Table 4.2. Provision and Production of Local Water and Sanitation Services: Selected Countries

Country Urban Water Urban Sanitation Rural Water Rural Sanitation
Prov. Prod. Prov. Prod. Prov. Prod. Prov. Prod.
Kerala (India) SG KWA SG | KWA/Muni SG | KWA/GP/BG SG SG/GP
Indonesia LG PDAM LG PD-PAL LG CBOs LG CBOs
Kenya County WSP | County WSP | County Co./Comm | County | Co./Comm
Peru LG EPS LG EPS LG JASS LG JASS
South Africa LG LG LG LG LG LG LG LG
Tanzania CG WSSA CG WSSA LGA COWSO LGA COWSO

Source: Prepared by authors based on country cases. Note: See case study descriptions for acronyms.

Of the country cases reviewed, Kerala (India) has arguably the most (de facto) centralized system. Two
state government (SG) agencies, the Kerala Water Authority (KWA) and Kerala Rural Water Supply
Agency (KRWSA), are responsible for the provision of drinking water in the state. KWA covers the urban
cities and towns, and KRWSA focuses on water supply schemes in the rural areas. Although
municipalities, gram panchayat (rural local governments) and even beneficiary groups (BG) may be used
to deliver water and sanitation services or implement water and sanitation schemes, the state
government—through KWA and KRWSA—is not only ultimately responsible for ensuring the provision of
water and sanitation services, the state-level KWA is also the main entity in charge of “production” of
water and sanitation services.

In Kenya, the (urban) water and sanitation providers are owned and controlled by the intermediate
government level, the County Government, because the new Constitution (2010) does not provide for
autonomous local governments.” Similarly, the responsibility for rural water and sanitation services is
constitutionally assigned to the County Government.

The situation is only slightly less centralized in Tanzania, where urban water and sanitation authorities —
which are tasked with the responsibility for providing urban water and sanitation services—are owned
and controlled by the central government through the Ministry of Water and Irrigation. In rural areas,
water and sanitation services are the legal responsibility of the elected Local Government Authority
(LGA). However, much of the responsibility for the provision or rural drinking water is borne by
Community Owned Water Supply Organizations (COWSOs). In practice, the central government provides
little public-sector support to either LGAs or local water and sanitation authorities. Likewise, the LGAs
provide little in the way of support to community-based water service providers.

2 Responsibility for production may rest with: a local government (for instance, when WSS are provided by a
municipal water and sanitation department); a water and sanitation authority (which may either be centrally or
locally owned and operated); a community-based or private-sector-owned operator (through delegation of
production arrangements).

> Prior to the 2010 Constitution, Kenya’s Ministry of Water and Irrigation owned and oversaw the urban water and
sanitation providers (WSPs).
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Indonesia and Peru reflect systems in which local governments have incrementally greater control over
water services, with corporatized urban water providers (known as PDAMs and EPSs, respectively) under
the control of urban local governments. In rural local governments, water and sanitation services are
provided by community organizations, with varying degrees of support from the local government. In
both countries, the central government is trying to support the local provision of water and sanitation
services, rather than effectively competing for functions and resources (as is the case of Kerala, India,
Kenya and Tanzania).

In South Africa, probably the most decentralized country case reviewed in terms of water and sanitation
provision, services are provided and produced directly by the local governments themselves in both
urban and rural areas.

These different arrangements raise a variety of questions. For instance, regarding urban water and
sanitation provision, does it matter whether the water and sanitation authority is owned and supervised
by the central government as opposed to being owned and operated by the local government? Does
one approach work better than the other? A similar question can be raised regarding the involvement of
community organizations and beneficiary groups in the provision of rural water and sanitation services.
Does the provision of water and sanitation services by community-based groups result in better sectoral
performance in rural areas when compared to provision by water and sanitation providers that are
owned or operated by central and/or local governments? Further study is warranted to consider the link
between decentralized governance and water and sanitation service delivery arrangements and the
overall sustainability of the system.

Finally, the diversity of decentralized approaches to water and sanitation delivery within countries—
between urban and rural areas in particular—raises an important question. What are the reasons for the
different organizational arrangements to arise in urban versus rural areas? Does this make sense? Urban
areas are served more appropriately by piped water and sewer systems as opposed to non-networked
water and sanitation technologies. Does it actually make sense to organizationally divide the
responsibility for provision and production of WSS into different entities (or even different government
levels) based on technology used — especially as many rural schemes are now piped networks? Can the
difference in water and sanitation technology alone explain the different organizational approaches?
Alternatively, are there political economy reasons why rural areas tend to rely on informal or
community—based water providers rather than formal or commercial water providers?

4.3 Observation 3: Diversity in the Role of Local Governments and the Nature
of Local Political Systems

In most of the countries reviewed, local governments play a role in the delivery of local water and
sanitation services. However, their responsibilities, decision-making authority and accountability
mechanisms varied considerably from country to country.

Democratic decentralization or “decentralization by devolution” has been defined by some as the
“empowerment of the people through the empowerment of their local governments” (Boex, 2012). If
“empowerment of the people” is to be achieved, the definition assumes a number of things about the
local political system. First, it assumes that local governments have a meaningful degree of decision-
making power and that there is a real process of political competition in the elected local government’s
political leadership. Second, it assumes that systems are in place for citizens to participate in the local
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governance process; it assumes, in turn, that local governments and their officials are responsive and
accountable to their constituents. In fact, an overview of local political processes in the six selected
countries shows a considerable degree of diversity in experiences.

Table 4.3. Local Political Competition, Discretion, Responsiveness and Accountability: Selected

Countries
Country Local political Local political Local political
competition discretion responsiveness
and accountability

India/Kerala Yes Limited Yes / mixed
Indonesia Yes Yes Mixed
Kenya Yes Yes Limited / emerging
Peru Yes Yes Mixed / no
South Africa Limited Yes Yes / mixed
Tanzania Limited Limited Mixed / no

Source: Prepared by authors based on country cases.

Table 4.3 suggests that three out of the six countries reviewed (Indonesia, Kenya and Peru) have
relatively competitive local government elections, as well as substantial local government discretion
over public services. The other three countries have limited discretion over local services (Kerala, India),
limited political competition at the local level (South Africa), or both (Tanzania).

The picture with respect to local political responsiveness and accountability is possibly even more
diverse. It ranges from countries where local government officials tend to be more or less responsive to
their local constituents (such as Kerala, India and South Africa) to countries where locally elected
officials are often more interested in their central political party, or the narrow interests of their own
political office, than in being responsive and accountable to their local constituents (for example, in Peru
or Tanzania).

The comparison of local political systems in Table 4.3 suggests that local political responsiveness and
accountability is more difficult to achieve than simply creating local political space. This observation is in
line with key findings in the literature about the difficulty of generating public participation, especially in
places where such participation does not organically occur (Mansuri and Rao 2013).

It is also interesting to note that the presence of political decentralization and a competitive local
government system provides no guarantee for success in terms of decentralized water and sanitation
provision (for example, in Kerala, India). Conversely, constraints on the competitiveness of the local
political system do not necessarily preclude a country from doing an effective job decentralizing water
and sanitation services to the local government level (for example, South Africa).

This certainly suggests that the decentralization of public services (including water and sanitation
services) does not require a ‘perfectly devolved’ country. Instead, a combination of vertical (top-down)
accountability and horizontal (local) accountability may provide superior benefits to a system that relies
on vertical accountability alone. This is especially true if the vertical arrangements are able to sidestep
the simultaneous pitfalls of central and local government capture.
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4.4 Observation 4: Diversity of Outcomes: Access and Performance

Despite the substantial efforts being made to increase access to water and sanitation services around
the world as part of the Millennium Development Goals, sectoral progress has been uneven both
between and within countries.

Sectoral outcomes or “performance” in water and sanitation services are difficult to measure. Although
access to improved water and sanitation is often used as the primary measure of sector outcomes or
performance (especially in the context of the MDGs and SDGs), improvements in raw access figures
overlook many other dimensions of water and sanitation performance. These can include differences in
services (for instance, piped versus non-piped water), water quality, continuity of supply, functionality of
improved water sources, and so on.”®

The definition of performance—and how it is measured—has important (intergovernmental) policy
implications. If improvement in access is used as the chosen metric, then the most effective way to
boost “performance” would be to expand water and sanitation infrastructure, typically implying an
important role for the central government (or at least, central government funding). In contrast, if
performance is defined and measured as the continued functionality of existing water systems, this
would shift a much greater focus to the role of water and sanitation services providers as well as local
and community actors (and their discretion, capacity, incentives, accountability) in ensuring better
operations and maintenance of existing schemes. Moreover, in countries where there are regulators
with jurisdiction over local services, there would be scope for creating incentives for operational
performance improvement through regulatory measures. Of course, access and operational
performance interact in both technical as well as political-economy ways. Technically, to the extent that
newly constructed water points and piped schemes fail to be maintained, underperformance in
operations and maintenance can have important long-term implications for accessibility (RWSN 2010).
Politically, to the extent that new water infrastructure fails to be properly operated and maintained, the
central government may be less inclined to continue investing in local water and sanitation
infrastructure (particularly when this failure is attributed to local actors).

Even when relying on access to improved water and sanitation as the most basic measure of sector
outcomes, the observation that there is considerable diversity in sectoral performance is confirmed by
the experiences in the six countries analyzed here (Table 4.4). The table reflects considerable differences
in outcomes, both between countries, between access in urban and rural areas, and between water and
sanitation services.

The varied progress on water and sanitation outcomes—both within and between countries—raises the
guestion as to what factors have driven these differences. Why would progress in access to water and,
particularly sanitation services, in countries such as India, Kenya and Tanzania continue to be weak, and
progress limited? This question is especially pertinent given the enormous increase in development
resources that were made available to the sector globally since the Millennium Development Goals were
approved in 2000.

’® There is extensive literature about the measurement of water and sanitation performance. However, a
comprehensive review of this literature falls beyond the scope of this synthesis paper.
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Table 4.4. Access to Decentralized Water and Sanitation Services: Selected Countries (2015)

Country Improved Water Improved Sanitation
Urban Rural Total MDG Urban Rural Total MDG
Progress Progress

India 97 93 94 | Target met 63 28 40 Moderate
Indonesia 94 79 87 | Target met 72 47 61 Good
Kenya 82 57 63 Good 31 30 30 | Limited/no
Peru 96 72 97 | Target met 88 77 76 | Target met
South Africa 100 81 93 | Target met 70 61 66 Moderate
Tanzania 77 46 56 | Limited/no 31 8 16 | Limited/no

Source: WHO/UNICEF (2015).

Unsurprisingly, it appears that a country’s income level is an important determinant of performance in
the water and sanitation sector.”’” To the extent that water and sanitation services behave as regular
private goods, increases in household income will generally result in a higher ability and willingness to
pay for water and sanitation, thereby also enabling a greater reliance on market-based, cost-recovery
principles. At the same time, to the extent that clean drinking water and adequate access to sanitation
are considered merit goods that should be provided to all residents—even those who cannot afford
them—an overall rise in incomes results in fewer households requiring subsidized provision. This in turn
leads to fewer market distortions and reduces the need for public sector intervention.

In addition to the impact of the overall level of economic development on water and sanitation
performance, the United Nations has recognized that achievement of many of the MDGs has depended
on the effective engagement of local governments and local stakeholders (UNDP 2014). This is especially
true for services that are inherently local in nature, such as water and sanitation. A logical question,
therefore, is whether the lack of progress in water and sanitation performance can be traced to
incomplete or ineffective efforts to decentralize or ‘localize’ the global commitment to improved water
and sanitation outcomes. The answer to this question should be pursued, but without prejudging what
type of localization of decentralization might be more effective in achieving results.

Finally, future work might also seek to assess any observable linkages between decentralization and long
term “performance” of the system. This, as noted above, would have to capture better the role of local
governments and community actors in the operation and maintenance of centrally provided assets. This
may reveal the extent to which vertical governance impacts sustainability and inform whether the
current model of centrally providing or funding assets—which are then immediately passed to local
governments for operations and maintenance—needs to be applied in a more nuanced manner.

4.5 Observation 5: General Tendency Not to Provide Targeted Grant Funding
for Equitable Access to Local Water and Sanitation Services

%7 Our observations are consistent with this, but the sample size is too small to make any conclusions with regard
to this pattern.
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Finally, the one area in which decentralized water and sanitation systems are more similar than different
is finance. Sound principles of public finance suggest that, whenever possible, water and sanitation
should be funded by cost-recovery tariffs for water and sanitation services. Despite universal
acceptance of this principle, many countries fail to follow this principle, and set water tariffs below the
level that would achieve cost recovery.”® Under this scenario, however, the pursuit of commercially-
oriented water and sanitation services is certain to end in a downward cycle of inadequate funding and
falling service delivery standards.

This funding shortfall—and the associated downward spiral—is further exacerbated when local water
and sanitation providers are expected to provide services to indigent households that are unable to pay
cost-recovering water tariffs without receiving government compensation for doing so.” This problem
affects local water and sanitation providers regardless of the centralized or decentralized nature of the
mechanism under which they provide the services.

To mitigate this systematic funding gap, two policy options are available. First, a regulatory mechanism
could be put into place to ensure that local water tariffs are set to fully recover all costs (including the
cost of capital investments). Second, the systematic funding gap could be funded from general
government resources, either by the local government itself, or by the central government through
targeted grants. Boex and Edwards (2014) argue that local government leaders are unlikely to use their
limited own financial resources to subsidize the funding of local water and sanitation. This is particularly
unlikely if the authority providing water and sanitation services is not a local government entity.

In fact, sound principles of public finance further suggest that the role of funding redistributive public-
sector activities is best performed by the central government, rather than by local governments. Yet in
all reviewed countries but one (South Africa), higher-level governments failed to provide systematic
funding for the recurrent costs of providing local water and sanitation services to indigent households
(Table 4.5).

Table 4.5. Higher-level Financing of Local Water and Sanitation Services: Selected Countries

Country Urban Water and Sanitation Rural Water and Sanitation
Recurrent Capital Recurrent Capital
India/Kerala No Projectized No Projectized
Indonesia No (DAU) Projectized No (DAU) Projectized
Kenya No (ES) No No (ES) No
Peru No Projectized No' Projectized
South Africa Yes (LGES) Yes Yes (LGES) Yes
Tanzania No Projectized No No

Source: Prepared by authors based on country cases.
Note: DAU= general allocation fund; ES= Equitable Shares; LGES= Local Government Equitable Shares.

%% This practice generally holds true in countries where central government officials determine or approve water
tariffs, as well as in countries where local officials set the tariffs.

?® This shortfall is further exacerbated when local water and sanitation providers are unable (for political or
administrative reasons) to cut the provision of services to defaulters who are in fact able to afford to pay for these
services.
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Instead, to the extent that water and sanitation providers receive funding from the central government
budget, it is almost always in the form of funding support for capital investments in water and sanitation
infrastructure. Furthermore, to the extent that capital grant funding support is provided to local
governments, or local service delivery providers for local water and sanitation infrastructure, it is almost
always provided in an earmarked and projectized manner.

The tendency for central as well as local governments to talk but not act when it comes to providing the
financial resources needed for improving local water and sanitation services has every appearance of
being informed by political economy factors at the respective government levels.

4.6 Observation 6: Political Economy Factors and Institutional Cooperation
Matter (a lot)

Based on the reviewed country cases, we observe that it is not only the funding of decentralized water
and sanitation services that is influenced by political economy forces. Indeed, the case studies suggest
the organizational structure of decentralized water and sanitation services are the result of political,
institutional and stakeholder dynamics not directly related to service delivery considerations.

For instance, many of the problems that appear to stand in the way of more effective devolved water
and sanitation services in Kerala, India, Kenya and Tanzania have less to do with any inherent
shortcomings of devolution, or inherent weaknesses in the local governance system. Rather, they result
from the incomplete implementation of devolution caused by opposition to devolved water and
sanitation services by central-level sectoral stakeholders. Countries that are less effective at managing
the vertical or intergovernmental competition of power and resources in the water and sanitation sector
(Kerala, India, Kenya and Tanzania) seem to perform worse in terms of sector outcomes when compared
to the countries that have been more effective at managing these processes (Peru, Indonesia and South
Africa).

It is striking to note, for instance, that the source of some of the main problems in Kerala, India, Kenya
and Tanzania—the post-devolution competition over powers, functions and resources between the
(previously) centralized water and sanitation provider and local governments, which has generally led to
confusion, duplication, fragmentation and underfunding—was avoided in Peru. This was achieved by
simply eliminating the previous national water and sanitation service provider as part of the sectoral
devolution process.

The more successful performers in terms of water and sanitation access (Peru, Indonesia and South
Africa) seem to have spread roles and responsibilities for the regulation and financing of decentralized
water and sanitation services across different central government stakeholders.*® They also seem to
have achieved more effective interconnections between the local governance system and local water
and sanitation sector at the central level as well as subnationally. For instance, it is noteworthy that
Peru’s national water and sanitation regulator, SUNASS, falls under the responsibility of the Presidency

% It should be reiterated that water and sanitation performance is difficult (if not impossible) to measure. For
instance, India has high coverage levels (in particular, with respect to water), but a weak record of sustained
operations and maintenance.
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of the Council of Ministers rather than under the Ministry responsible for water and sanitation. Likewise,
the responsibility for determining South Africa’s Local Government Equitable Shares (which provides
funding for basic municipal services) does not fall under the exclusive remit of the Department of
Cooperative Governance and Traditional Affairs (COGTA) or under the relevant sectoral departments.
Rather, it is decided by the National Treasury based on recommendations from the Fiscal and Finance
Commission, as well as input from a range of national and subnational stakeholders.

5. Tentative Conclusions: Emerging Evidence about the Relationship
between Decentralization and Sector Performance

At the outset of this research effort, we posited the notion that the provision of water and sanitation
services in the context of a multi-level public sector is a complex and non-linear process (Figure 1.1). We
further speculated that the limited interconnection between local governance interventions and local
water and sanitation efforts along with inadequate attention being paid to the
vertical/intergovernmental aspects of water and sanitation service provision seem to have led to one or
more institutional problems. These problems included, among others: unclear or inefficient
organizational structures; unclear functional assignments; an imbalance between functional
responsibilities and administrative discretion; inadequate (or an inappropriate mix of) funding for water
and sanitation services; and limited or ineffective participation and accountability mechanisms. To the
extent that water and sanitation services fall (fully or partially) under the remit of elected local
governments, the degree and nature of political decentralization may limit the local political ownership
over water and sanitation services.

Table 5.1 summarizes the institutional features of decentralized water and sanitation services in the
selected countries, noting whether the vertical (intergovernmental and/or subnational) institutional
features of DWSS adhere to good institutional practices. We speculate that the absence of these
institutional features results in potential obstacles (or binding constraints) to effective DWSS delivery.

Table 5.1: Institutional Features of Decentralized Water and Sanitation Services: Selected Countries

Kerala, Indonesia Kenya Peru South Tanzania
India Africa

cl d efficient izational .

ear and efficient organizationa No Yes No Partial Yes No
structure
cl d efficient (de facto) functional

efalr and efficient (de facto) functiona No Yes No Yes Yes No
assignments
Effective (local litical ownershi r

ective (local) political ownership ove Yes Mixed Emerging Mixed Mixed No
DWSS
Balal.wc.e bet.weer.l func.tlons and No Yes Yes Yes Yes No
administrative discretion
Ad t iate mix of) fundi

equate (orapprop'rla € m|>'< of) funding No Partial No Partial Yes No
for water and sanitation services
Effective participation and accountabilit . . . .

. : P ¥ Yes Mixed Emerging Mixed Mixed No

mechanisms
Effectlve.ver'tlca.l/lntergove'rnm'ental and No Partial No Yes Yes No
sectoral institutional coordination

Source: Prepared by authors based on country cases.
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Before cautiously drawing tentative conclusions from Table 5.1, we should understand what the table
can—and cannot— tell us.

First, although the current set of selected case studies is insufficient to arrive at any sweeping
conclusions, the initial comparison of selected country experiences has confirmed the ability of the
overall assessment framework to provide systematic and meaningful insights into the nature of
decentralized water and sanitation institutions. Further insights might be gained from expanding the
number and diversity of country cases, including cases that reflect more centralized or deconcentrated
water and sanitation service delivery approaches. Countries that could be relevant for inclusion in a
broader-based comparative analysis might include, for instance, Egypt and Mozambique.

Second, Table 5.1 does not intend to tell us whether “more” or “less” decentralization works better, or
whether any specific type of decentralization is associated with better DWSS. This, however, should not
be seen as a limitation of the current work—either conceptually, or practically. Conceptually, as already
stated, there is no reason to believe that there is a single, optimal “production function” for
decentralized water and sanitation services. Different approaches to decentralization may be more or
less efficient, in part depending on the country context. Practically, whether centralization or a specific
type of decentralization would be more efficient or amenable to better sectoral performance with
regard to water and sanitation services is a moot point 99 percent of the time. As a sector, one almost
always operates in a governance environment in which the modality of decentralization and the local
public sector structure have already been determined, often for political reasons. The pertinent
question, therefore, is not whether water and sanitation performance would improve by devolving
these functions, but how sector performance might be enhanced at the margins by pursuing
incremental public-sector reforms, given the current local governance arrangements.

In this context, Table 5.1 does tell us—given the approach to decentralization or localization chosen by
each respective country—whether the vertical institutional arrangements are in line with good
institutional practices. While it is too soon to make any firm policy conclusions or to provide operational
guidance based on our initial review of the six country experiences, the table (and the underlying
methodology) does help to identify potential institutional obstacles and (binding) constraints to
effective water and sanitation service delivery. These might be addressed through targeted World Bank
operations or donor support.

Third, although the country sample is non-random and too small to draw any definite conclusions, it
certainly appears that countries that exhibit a smaller number of institutional obstacles to effective
decentralized water and sanitation services tend to perform better in terms of improved water and
sanitation access (as previously highlighted by Table 4.4). As such, the comparative overview of country
cases is consistent with our working assumption that institutional weaknesses related to the vertical
(intergovernmental or subnational) organization of water and sanitation services are likely to have a
negative impact on sectoral outcomes and performance. This, of course, does not mean that we can
conclude that sounder vertical institutional arrangements for water and sanitation lead to better
sectoral outcomes.

One question that is difficult to answer with certainty concerns the direction of causality of the
relationship between decentralized governance arrangements and sectoral outcomes. It may be
possible to anecdotally document a positive correlation between the soundness of vertical institutional
arrangements and sector outcomes (in terms of either access and/or operations and maintenance
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performance). However, it would be much more difficult (perhaps bordering on impossible) to
empirically establish whether well-structured decentralized (or centralized) institutions result in
improved sectoral outcomes in water and sanitation — or whether both effective institutions and
sectoral performance are simply positively correlated with the level of economic development (or some
other factor, such as political will).*!

Fourth, and finally, one further pattern that seems to emerge from comparing the initial six country
cases is the fact that it is not so much the approach to decentralization that seems to matter. Rather,
what matters is the extent to which the chosen approach is properly implemented. In three of the six
case studies considered (Indonesia, Peru, South Africa), devolution seem to play—on net—a positive
role in improved water and sanitation services. In the three other cases explored in this note (Kerala,
India, Kenya, and Tanzania), it is not necessarily “decentralization by devolution” per se that is the main
factor in weak sector performance. Instead, the issue is the incomplete implementation of devolution
reforms and ineffective local governance institutions (which in turn reflects prevailing political economy
forces). Indeed, one could (very tentatively) argue that devolution may be able to improve sectoral
performance in the long run. However, in the short term, it would often be better to pursue more
centralized provision of water and sanitation services — unless there is sufficient political will (and an
alignment of political economy forces) to ensure effective implementation of a more devolved system
(which would include clarity about financing and the building of institutional capacity).

When approaching the water and sanitation challenges from a technical angle, it may not always be
obvious that vertical/intergovernmental competition or the lack of coordination between local
governance and sector institutions—which are largely driven by political economy considerations—are
major obstacles to an effective overall organizational structure in the decentralized provision of water
and sanitation services. The challenge of recognizing the roots of this problem is most likely
compounded by the fact that central-level water institutions tend to be the main counterpart of
international financial institutions and international development partners in developing new sectoral
interventions.

*" In their global study of the localization of education and health services, Boex and Edwards (2015) find that
different sectors appear to display different patterns. Whereas these authors found a positive and significant
relationship between the degree of decentralization (or localization) of education services and outcomes, in the
case of health services it appears that “wealthier is healthier” (with no evidence found for a relationship between
greater localized health spending and health outcomes).
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