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Abstract

The adequate functioning of water supply and sanitation services is a key element in economic and social development. Because these services, especially water supply, are basic services and are strongly correlated with improved public health, their operation, under utility or community management arrangements, affects both economic development in general as well as poverty alleviation policies.

Among the main constraints that most developing countries are facing in the water and sanitation sector are: poor levels and quality of service, inadequate pricing, lack of autonomy,a highly centralised sector, lack of accountability, lack of continuation of policies and programs, low levels of productivity and efficiency and inadequate training for management and operational staff. Consequently, the availability of clean water and adequate sanitation is still a dream in many parts of the developing world.

In order to address the above mentioned constraints, strategies for more effective water management that have been formulated in a succession of respected international water forums include decentralisation, cost recovery, private sector participation and capacity building.

Dutch sectoral policy recognises that water supply and sanitation are of fundamental importance for poverty alleviation, women, the environment and public health. And that it is desirable to devolve responsibilities to the lowest appropriate level. The linked cross-cutting issues of gender, equity, and poverty alleviation are by now well entrenched. The main commitments of the Dutch government include the recognition of Integrated Water Resources Management, and the importance of implementing the Dublin Principles, support to the Vision 21 initiative, and support to the Ministerial statement from the 2nd World Water Forum. 

The introduction of SWAPs is likely to enforce the trend that bilateral assistance moves away from investment support and instead focuses on institutional development and capacity building. Dutch experience with institutional development in water and sanitation in the framework of development cooperation has been disappointing. Strategies for improvement include for improved analysis in preparation, acceptance of the slow pace of institutional development, the need for long-term commitment and innovative approaches. 

SWAPs in the water and sanitation sector are proposed to be assessed against the content and quality of national sector programmes, and in particular on the contributions to effective decentralisation and capacity building of local organisations, the integration of hygiene and sanitation, the implementation of demand-driven approaches, increased stakeholder participation, improved cost recovery and good governance.

Introduction

This paper along with its companion, Sector wide approaches (SWAPs) for the water and sanitation sector, has been prepared as background for the DGIS sector specialists workshop in Geneva 2-5th October. Together with the case studies from the various Embassy sector specialists, and the results of the discussions these papers will be brought together as a report setting out steps towards the development of SWAPs for the WSS sector.

The paper successively outlines sectoral constraints, the current state of international sector policy in the aftermath of the World Water Forum, and reviews Dutch policy, commitments and experiences. The paper draws some of the key policy implications from these and other broader development policy documents to come up with an initial list of core objectives to be used as a framework against which to assess the quality of national sector programmes.

Main Constraints

Among the main performance constraints that most developing countries are facing in the water and sanitation sector are: poor levels of service particularly for sanitation, inadequate pricing policies (poor cost recovery), undue political interference with service provision, high centralised character of the sector, lack of accountability, lack of continuation of policies and programs, low levels of productivity and efficiency and inadequate training for management and operational staff.

Sanitation lags far behind water supply in terms of coverage, and is becoming an urgent challenge particularly in the developing world. According to most recent World Health Organisation figures, 2.4 bln people worldwide lack adequate sanitation facilities and 1.1 bln people do not have access to safe drinking water supply. These figures are optimistic however, as they wrongly equate the physical availability of services with their effective use. Most likely, the mapping of functioning, use and impact of the facilities would add hundreds of millions of inadequately serviced people. 

In many developing countries, drinking water supply is being highly subsidised by the parent government, both in investment and in operation. Yet, the combined revenue from customers and government subsidies is below the requirement for effective expansion and operation of the facilities, and results in low coverage and poor quality service. The instrument of tariff differentiation that usually favours domestic customers at the expense of industry and commerce, often fails to reach the actual target group of these cross-subsidies, the poor, simply because they do not have direct access to the water supply system. 

Another common problem is lack of autonomy of the service provider. Many of the water and sanitation providers, be they under community or utility management, are part of or closely associated with a government that is often highly bureaucratic and centralised. This limits the flexibility of the providers in matters of financial and commercial operations, administration, organisation and personnel. Also, the close linkage between government and provider stands in the way of objective monitoring of performance.

There is often a lack of continuation of policies and programs, in many cases as a result of the changes in administration. But more important than this is the frequent lack of accountability. This situation limits the ability to make efficient and permanent progress and provides no incentives to establish long-term water planning.  Due to the latter, in many countries many of the problems are bequeathed to the next administrations and there are no incentives to look for efficiency, such as leakage control and tariffs updating. 

Water systems in these countries often have low levels of productivity. In addition, the average costs for providing water services are increasing worldwide. New sources of water have proved to be more costly in real terms. Thus far, most management efforts have been devoted to locating and developing new sources, and to transporting the supplies, until the need is satisfied, or to the limits of financial affordability or engineering feasibility.

It is worth noting that in many cases, legislation and regulation are not conducive to achieving progress in terms of accountability, standards or lack thereof and in incentives in general.

External factors

External factors such as population growth and urbanisation, continue to cause a growth in demand for water and sanitation services. Suppliers are failing to cope with the rapidly increasing demand for these services. 

Population growth will probably add another 2.5 to 3 billion people over the next 25 years. This will be mainly in low and middle-income countries [3]. Demographic growth rates are falling but in absolute terms the numbers of population will continue to grow.

The rapid urban growth brings another category of problems which municipalities are facing, the growth of urban poverty, for whom the conventional provision of urban water supply and sanitation services is not always adequate. In 1970, 30 percent of all people lived in urban areas. In the year 2000, the 50% mark will be passed. During the period 2000 to 2030, the  population of urban areas will grow by about 3.3 bln, over 90 percent of which will accrue to cities of developing countries.

Current International Strategies

In order to address the above mentioned constraints, some of the current strategies towards a more effective water management worldwide include: i) Decentralisation Policies, ii) New financing schemes; iii) Private Sector Participation and iv) Capacity building.

i) Decentralisation Policies

In the last two decades there has been a tendency towards decentralisation, as an organisational form that can respond in a more effective way to the people’s demands. Following this trend, many countries have gone through a process of administrative and (partial) fiscal decentralisation of central government powers to local governments. However, in practice, in many developing countries there have been problems associated with the weak finances and little expertise of local governments in managing water systems. Management at the appropriate local levels makes it easier to identify local needs and to ascertain the most appropriate response to meet them.
Although decentralisation processes in the water sector in many countries have been popular since the 80s, successes are few, far between and poorly communicated to serve as examples for others. Decentralisation policies have had a direct or indirect impact on institutions working in the water and sanitation sector. The major rationale for implementing a decentralization process is aiming for a greater efficiency, accountability, effectiveness and sustainability of public services. It is based on the assumption that local level institutions can better respond to the needs of the population, and therefore adapt strategies and policies, which are relevant to the local context. The central level institutions are changing their role from provider of services to the one of coordinator, facilitator and support.

ii) New financing schemes

Several governments have realised the need to develop financing schemes including partnerships with the private sector. Many service providers are being reformed in urban areas in developing countries, with greater importance attached to the recovery of costs in an effort to reduce public subsidies. In rural areas, capital cost sharing between users and governments is increasingly successful, and recovery of operational cost from users has become much more common.

iii) Private Sector Participation

Since the early nineties, one important approach that has been gradually introduced in the water and sanitation sector is the notion of partnership between public and private stakeholders. Apart from local administrations and users, the private sector is playing a more active role in the sector. Private Sector Participation (PSP) may range from (partial) financing of investments to an increasing role in the operation of services. PSP may involve small scale service providers, but also a large multinational operator. PSP has widely been perceived to be the solution to the failure of many publicly owned and managed water utilities to operate efficiently and make the investments required to meet community needs. The reality is that PSP is showing varying results. Experience with PSP has shown that it has potential but only if accompanied by an appropriate regulatory framework.

iv) Capacity Building

One of the major constraints water and sanitation services are facing in many countries is the lack of managerial knowledge and skills in water and sanitation service provision. Capacity building of all actors is required but especially at the local level. Capacity building includes, for the development of appropriate legal and regulatory frameworks, the restructuring of sectoral organisations and the development of managerial and professional capacities. Human resources development is a very important component of capacity building, and a massive amount of education and training is required to achieve significant progress in the water and sanitation sector.

In support to these trends, the Water Supply and Sanitation Collaborative Council have made an effort to identify what governments and international organisations consider the main issues to be addressed in the sector in the near future. These include: 

i) People-centred approaches

ii) Sanitation and Hygiene Promotion

iii) Serving the urban poor

iv) Water Supply and Sanitation in a broader context

v) Institutional frameworks (including Public-Private Partnerships)

vi) Resource Mobilisation and Sustainability (Financing)

vii) Targets, Indicators and Monitoring

Working Groups have been created to discuss these themes with their 5th Global Forum taking place in Brazil next November.

Dutch Sector Policy and Commitments

The Dutch government supports a wide variety of drinking water and sanitation activities in developing counties. It destines 0.8% of its Gross National Product (GNP) for Development Assistance (DAC-OECD). More and more, Dutch aid programmes are encouraging the development of local capacity in the sector. Water and sanitation problems are primarily local and therefore, it is desirable to devolve responsibilities to the lowest possible level.

Components:

Following the above mentioned trends, the Dutch government has also contributed to the developments in water and sanitation for the developing world, considering the different components of the sector – water supply, sanitation and drainage and solid waste. This has been done recognising that water supply and sanitation are of fundamental importance for poverty alleviation, women, the environment and public health.

Crosscutting issues:

The linked cross-cutting issues of gender, equity, and poverty alleviation are by now well entrenched within the WSS sector. Netherlands development policy strongly advocates the recognition of women's role, as made explicit in the DAC-WID criteria [5].  The latter aims at providing a stronger role for women in decision-making and project participation. WSS is generally accepted as having a key role to play in poverty reduction, particularly in its strong links to improved health.  As such the WSS sector is often seen as a 'social sector' along with other services like health and education, and separate from the 'economic' water sectors such as irrigation and industry. It is these cross cutting issues, central to Netherlands (and international) development policy that are sometimes seen as posing the greatest challenges to a sector wide approach (see companion paper).

Implementation Strategy:

The “Water supply and sanitation in developing countries – Sectoral policy document of development co-operation” provides some guidelines for the implementation of the aid. These include:

Conditions related to national policy – If the proposed water and sanitation activities are to be sustainable, the policy of the partner country at the national level must be consistent with Dutch sectoral policy, and directed towards [1]:

· Giving priority to the basic drinking water supply over the provision of water to other users;

· Giving priority to the lowest income groups in the population;

· Promoting the autonomy of agencies charged with managing water supply and sanitation;

· Devolving implementation and management to organisations at the lowest possible level;

· Strengthening Institutional capacity of these organisations;

· Institutionalising the management of water supply and sanitation facilities by users, with particular emphasis on the interests of women;

· Integrating drinking water supply with sanitation and hygiene education;

· Adopting technology adapted to the desires and possibilities of the users

· Protecting the environment, and water resources in particular, by enacting and applying legislation.

SWAPs

The sectoral policy document of development co-operation states that “where the policy environment and local capacities permit, there will be a shift in the coming years from project-based aid to support for sector programmes initiated by partner countries.  In the first instance technical assistance will be needed, but the intention is that this should be discontinued when the capacity building has been successfully completed and the partners have acquired a sense of ownership.  Eventually, aid can take the form of sectoral budget support providing that certain macro-economic and sectoral policy conditions are met.”[1] 

Main Commitments

The main commitments of the Dutch government include: (i) Recognition of Integrated Water Resources Management, (ii) Recognition of the importance of implementing the Dublin Principles (iii) Support to the Vision 21 initiative and (iv) Support to the Ministerial statement from the 2nd World Water Forum. These issues are further discussed:

(i) 
Integrated Water Resources Management

At an international level the move towards Integrated Water Resource Management (IWRM) as the framework for the allocation and management of water within the different  'sub-sectors' is irreversible.  Finding practical ways to implement it arguably poses the single greatest challenge to water sector professionals and policy makers. The Netherlands has clearly committed itself to the development of IWRM based approaches in partner countries [1]. 

At the policy level IWRM offers a number of challenges to practitioners of WSS - ensuring that allocation of water for domestic and small scale productive uses retains priority over other uses (Vision 21) [12].  It has been found that by clearly linking water supply to economical beneficial activities greatly increases peoples’ willingness to pay [10]. 

To facilitate this it will be necessary for WSS actors to develop links with other water sub-sectors, irrigation, environment, industry etc. to establish the necessary platforms within which rational allocation decisions may be made.  WSS actors will need to extend their remit to work with other sector's on cross cutting issues such as source protection, pollution mitigation, stakeholder involvement in decision making, wastewater re-use, etc. At the day to day level of project implementation the challenge will be to extend the success of community based approaches from systems management to resource management [9].

More and more, basin-level management is becoming imperative if the IWRM principle is followed. This requires governments to set up agencies at basin and aquifer levels. Donors should be willing to support and help finance the setting up and strengthening of such agencies [14]. Experience has shown that to facilitate effective action within the agencies, decision-making should be pushed to the lowest appropriate level. These agencies follow two global trends: the demand for the role of stakeholders in managing their own resources and the related trend towards greater devolution.
(ii) The Dublin Principles

The four Dublin Principles are that 1) Freshwater is a finite and vulnerable resource, essential to sustain life, development, and the environment; 2) Water development and management should be based on a participatory approach, involving users, planners, and policy-makers at all levels; 3) Women play a central part in the provision, management, and safeguarding of water, and that 4) Water has an economic value in all its competing uses and should be recognised as an economic good [11].

One of the main outputs generated from the Water Decade has been the adoption of the principle of subsidiarity. There has been a tremendous change in the way water management is sought since the Dublin-Rio Conferences. Many governments have recognised that their role should be of a facilitating nature and that water and sanitation services should be managed at the lowest appropriate level, by independent operators, with users involved in the planning and implementation of projects. The facilitating role of governments allows them to concentrate on policy, legislation and regulation, and supervision and enforcement. 

The Rio conference amended the fourth Dublin principle to read that water should be considered as an economic and social good and should be managed as such. Regulation must provide the answer to these conflicting objectives: the tendency to provide services for a profit to the affluent must be compensated by enforceable rules to achieve universal and affordable coverage.

(iii) Vision 21

Vision 21 is directed at achieving a world by 2025 in which each person enjoys safe and adequate water and sanitation and understands the importance of hygiene. The essence of Vision 21 is to put people’s initiative and capacity for self-reliance at the centre of planning and action [12].

The eleven core points of the Vision 21:

1) People come first

2) A human right to Basic Services

3) Entry-point to Human Development and Poverty Elimination

4) Committed and Compassionate Leadership

5) Synergy of Action

6) Hygiene and Sanitation as a Revolutionary Priority

7) Gender Equity for Lasting Change

8) The Challenge of the Urban Poor

9) Institutions as changed agents

10) Mobilisation for Affordable Services

11) Shared Water Resources Management

The Vision also suggests the next steps to be taken at different levels: the community, institutional service providers, countries, regions and globally. To achieve its ends the 

steps of the Vision 21 include a.o. efforts to mobilise resources for the poorest and less developed countries; documentation of options for service provision particularly in the area of environmental sanitation; institutional and policy reform; international and regional exchange of information and experience; strengthening of regional resource centres; strategy development for improved efficiency, institutional reform and regulation, etc…

(iv) Ministerial statement
The first conclusion that was drawn in the Ministerial Declaration is that: “business as usual is not an option”. Despite the diversity of needs and situations in the world, there is a common goal in the water sector: “to provide water security in the 21st Century”. This entails that [13]:

a) freshwater, coastal and related ecosystems are protected; 

b) that sustainable development and political stability are promoted, 

c) that every individual has access to enough safe water at an affordable cost to lead to a healthy and productive life and 

d) that the vulnerable are protected from the risks of water-related diseases.

The approach taken is one of Integrated Water Resources Management (IWRM). The latter depends on collaboration and partnerships at all levels.

Main commitments in the Ministerial statement: 

· To establish targets and strategies to meet the challenges mentioned above. Furthermore, there was an expression of support to the development of indicators of progress at the national and sub-national level.

· To support international organisations (i.e. UN system) to re-assess periodically the state of freshwater resources and assist countries to develop systems to measure progress towards the realisation of targets.

· To develop a stronger water culture through greater awareness and commitment, identifying best practices and disseminating them. This will include co-ordination at regional and other levels.

· To work together with stakeholders to increase the effectiveness of pollution control strategies based on the polluter pays principle and to consider appropriate rules and procedures for liability and compensation for damage resulting from activities dangerous to water resources.

· To work with multilateral institutions to strengthen water-related policies and programmes to enhance water security and assist countries, where possible, to address the major challenges identified in the Ministerial statement.

· To further follow-up actions by all relevant actors (i.e. the World Water Council and the Global Water Partnership) in an open, participatory and transparent way.

Dutch Experiences with Institutional Development

The introduction of SWAPs is likely to enforce the trend that bilateral assistance moves away from investment support and instead focuses on institutional development and capacity building. Experience with institutional development in Dutch funded projects in the period 1988-1998 [6] have been rather disappointing. Overall success was low, and getting worse when going from Human Resources Development through Organisational Strengthening to Systems Development (i.e. the dynamics of policies and legislative frameworks). In order to achieve higher success rates in institutional development for the water and sanitation sector in developing countries it will be necessary:

(i) To make an adequate and sufficient analysis when formulating projects and programmes in the country at stake. 

(ii) To view institutional change as a slow process

(iii) To have clear strategies and long-term commitment on the part of the countries concerned and the donor.

(iv) To use innovative approaches.

Many projects during the 1980s and early 1990s were focused on investments, which resulted in a significant expansion of technical facilities and services. However, in many cases these projects were not sustainable because of deficiencies related to the operation and maintenance. In addition, the implementation of new policies focused on institutional development faced difficulties, as many organisations were not prepared or unwilling to adapt their structures or mandates, or did not have the staff with the adequate skills.

In the above mentioned analysis for the period 1988-1998 it was found that water sector policies in the countries analysed have shifted from a predominantly sectoral, technical and construction-oriented approach to a more social, economic, environmental and institutional one. This is in line with the current international trends in the sector.
Finally, long-term commitment on the part of all relevant players in the recipient country and donors will be necessary toward a more effective water management. The ultimate goal is to increase access to safe water and sanitation services in the developing world.

Criteria to assess the effectiveness of water sector SWAPs

It is suggested in the companion paper to this on the adoption of sector wide approaches that for this approach to be successful it will be necessary to define a set of core ‘sector’ objectives or criteria against which ‘sub-sector’ SWAPs may be evaluated.  This section of the paper draws up a list of possible criteria based on Dutch sector policy and Vision 21.

Criteria towards more effective sector support

i) Effective Decentralisation

Decentralisation of responsibilities, without strengthening local capacity, is unlikely to solve the problems of water management. Therefore Bilateral assistance should promote that decentralisation must be accompanied by programs to enhance capacities at the local level. Decentralisation should be done with attention to participation and gender.

ii) Integration of hygiene and sanitation

The major rational for making sanitation a priority is because of the recognition that it is an essential element for good health. The provision of sanitation is urgent particularly in developing countries. There is the need for stepping up investments for sanitation and hygiene promotion. However, funds for sanitation tend to be harder to mobilise particularly because demand and willingness to pay must be generated. 

iii) Demand-driven approach

In a demand-driven project (bottom-up), the problems and needs are identified with and by local stakeholders and institutions while in a supply-driven approach (top-down) is characterised by pre-meditated and standardised solutions that are universally applied. In the demand-driven approach, technology selection criteria are based on the replication and adaptation of successful experiences in other communities and countries.

iv) Stakeholder participation

The involvement of key stakeholders in decision-making is of primary importance in water supply and sanitation. Participation could take the form of project planning, environmental assessment, monitoring, O & M and evaluation. Participation ensures commitment and involvement of all primary stakeholders with their living environment. Finally, participation promotes equity and stimulates empowerment [11].

v)  Cost recovery

Water supply and sanitation is not a “free” public service anymore. Private or public institutions and organisations are evolving in a context where the provision of services has to respond to efficient management rules and processes, and productivity ratios, with adequate pricing policies and people focus marketing strategies. In that respect, it is essential to strengthen methods and processes, which can lead to higher managerial efficiency and social equity, with sustainable cost recovery.
vi) Good Governance

The recognition that water supply and sanitation are essential and basic services to which each citizen is entitled, and the monopolistic nature of the provision of these services, is pressing the need for user control of the decision making processes in the water sector. Particularly in urban areas, the water and sanitation sector is characterised by relatively high investments, complex technology and service provision through specialised public and private monopolists. These characteristics complicate the popular governance of this sector because of the inherent requirement for advanced levels of knowledge in a variety of disciplines among the overseers. Consequently, the governance structure of water and sanitation providers tends to be filled in by appointees that have little if any direct linkages to the users of the services. Governance structures that pair the need for professional supervision with public accountability and effective democratic control need to be developed and promoted.

vii) Cross cutting issues

Interventions undertaken through SWAPs must be assessed on their contribution to poverty alleviation, the equitable distribution of water and sanitation services, and the promotion of a gender-sensitive approach aiming at the sharing of roles, responsibilities and benefits between men, women and children.
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