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Abstract

The 23" AGUASAN workshop dealt with the topic “Opportunities and Challenges for the Water
and Sanitation Sector in a Decentralised Context” and explored how shifting of power, competen-
cies, responsibilities and resources from the central government to local levels (municipalities)
particularly affects the way water supply and sanitation (W&S) issues are dealt with, as their
scope fits the level of local government responsibility and management (unlike e.g. for the
health and education sectors). The impulse behind decentralisation is the vision that decision-
making is pushed to the lowest possible level (subsidiarity principle), where peer monitoring can
take place and people have a more direct control. It should therefore enable more flexible and
innovative W&S services, which respond to concrete needs and the demand of the people. The
key questions which were addressed in the workshop were:

= How do roles and responsibilities of the main sector stakeholders (state, private sector, civil
society, communities) shift in different “decentralisation contexts”?

= What supports do these stakeholders, and mainly those at local level, need in order to fulfil
their rights and duties (i.e. capacity building for implementing and managing efficiently and
effectively municipal W&S service delivery models)?

» What are the opportunities and limitations of W&S interventions to foster decentralised
approaches and good local water governance practices?

» What changes are required in how W&S interventions are set up to handle the capacity
building focus/contents and to contribute to decentralisation processes?

Looking at four topic cases dealing with decentralised models for service delivery and an analy-
sis by the concept working group, the workshop brought up several findings: It shows that
sustainable and effective decentralised W&S services need not only institutional, organisational
and human resources capacity building at local level, but also a functional financial mechanism,
and a clear and appropriate allocation of roles and responsibilities.

Furthermore, decentralisation is a dynamic process, which includes a lobbying and negotiation
process amongst the players. There is no ‘blue-print’ solution for a decentralised W&S sector.
Therefore, the W&S sector needs to be sufficiently flexible to respond to the dynamic decen-
tralisation process and to find its niche. Political, administrative and fiscal decentralisation
should go hand in hand. That means that decision-making power, institutional capacity, fiscal
and technical resources for services delivery and their management have to be devolved in an
adequate way. In addition, roles and responsibilities in the W&S sector should be devolved to
the lowest appropriate and competent (political/administrative) level.

And finally, an effective decentralisation process should be part of a broader governance and
democratisation reform, and neither an isolated nor a universal remedy to W&S sector needs.



Résumé

Le 23°*™ séminaire AGUASAN a abordé le sujet "Opportunités et Défis pour le Secteur de I'Eau
et de I'Assainissement dans un Contexte Décentralisé" et a exploré comment le transfert de
pouvoir, des compétences, des responsabilités et des ressources du gouvernement central vers
les niveaux locaux (municipalités) affecte en particulier la maniére comme les questions
d'approvisionnement en eau et d’assainissement (AE&A) sont traitées — la portée de ces
derniéres correspondant bien au niveau de responsabilité et de gestion d’'un gouvernement
local (a la différence p. ex. des secteurs de la santé et de I'éducation). L'idée fondamentale
derriere la décentralisation est la vision que la prise de décision est attribuée au niveau le plus
bas possible (principe de subsidiarité), ou le monitoring par les pairs peut avoir lieu et les gens
ont un contréle plus direct. Elle devrait donc mener a des services d’AE&A plus flexibles et
innovateurs, qui répondent aux besoins réels et a la demande des populations. Les questions
clés adressées lors du séminaire étaient:

= Comment les roles et responsabilités des acteurs clés du secteur (Etat, secteur privé,
societe civile, communautés) changent-ils dans différents contextes de décentralisation?

» De quels appuis ces acteurs clés, et principalement ceux du niveau local, ont-ils besoin afin
d'accomplir leurs droits et devoirs (c.-a-d. le renforcement des capacités pour mettre en
place et gérer effectivement et efficacement la fourniture des services municipaux d’AE&A)?

= Quelles sont les opportunités et limitations des interventions en matiéere d’AE&A de
promouvoir des approches décentralisées et des pratiques de bonne gouvernance locale
de l'eau?

» Quels changements sont exigés dans la fagon dont les interventions d’AE&A sont montées
afin de pouvoir gérer I'accent/les contenus du renforcement des capacités et contribuer aux
processus de décentralisation?

Basé sur une analyse de quatre cas traitant de modéles décentralisés de fournitures de servi-
ces ainsi que sur la réflexion faite par le groupe de travail conceptuel, le séminaire a abouti a
une série de connaissances. Il a mis en évidence que des services dAE&A décentralisés du-
rables et efficaces ont besoin non seulement d’'un développement institutionnel/organisationnel
et d’'un renforcement des capacités des ressources humaines au niveau local, mais également
d’'un mécanisme financier fonctionnel, et d’'une attribution claire et appropriée des réles et
responsabilités.

En outre, la décentralisation est un processus dynamique qui inclut du lobbying et la négocia-
tion entre ses acteurs clés. Il n’existe pas de solution unique et simple pour le secteur de
I'AE&A dans un contexte décentralisé. Par conséquent, le secteur doit étre suffisamment flexi-
ble pour répondre a la dynamique du processus de décentralisation et pour trouver sa niche. La
décentralisation politique, administrative et fiscale devrait aller de concert. Cela signifie que le
pouvoir de prise de décision, la capacité institutionnelle, les ressources fiscales et techniques
pour la fourniture et la gestion des services doivent étre attribués de maniére adéquate. De
surcroit, les rbles et responsabilités dans le secteur de 'AE&A devraient dévolues au plus bas
niveau (administratif/politique) approprié et compétent.

Finalement, pour que le processus de décentralisation soit effectif, il doit s’insérer dans une
réforme de gouvernance et démocratique plus large et ne doit pas étre considéré en isolement
ou comme un reméde universel pour les nécessités du secteur de 'AE&E.



Resumen

El vigésimo tercer taller de AGUASAN traté el tema de “Oportunidades y Desafios para el sec-
tor de Agua y Saneamiento en el marco de la descentralizacion”. El taller exploré como la
transferencia de poder, competencias, responsabilidades y recursos de un gobierno central a
los niveles locales (municipalidades) afecta en forma particular los temas correspondientes al
sector de Agua y Saneamiento (A&S), considerando especialmente, que su ambito de inciden-
cia depende de la responsabilidad y gestién local (a diferencia por ejemplo, de los sectores de
educacién y salud).

Los aspectos que impulsan la descentralizacién, se enmarcan en la vision de que la toma de
decisiones sea realizada en los niveles mas bajos posibles (principio de subsidiaridad), donde
se pueda garantizar el monitoreo de pares y la gente pueda tener mayor y mas directo control.
La descentralizacion deberia facilitar una mayor flexibilidad e innovacion en la oferta de servi-
cios de A&S, respondiendo a necesidades concretas y demandas directas de los involucrados.

Las preguntas mas importantes planteadas en el taller fueron:

= ;Como cambian los roles y responsabilidades de los principales actores del sector
(Estado, sector privado, sociedad civil, comunidades) en contextos descentralizados?

= ;Qué clase de apoyo, necesitan estos actores, especialmente a niveles locales para
cumplir con sus derechos y obligaciones (por ejemplo, capacidades para implementar y
gestionar de forma eficiente y efectiva los servicios de distribucion de A&S municipales)?

= ;Qué oportunidades y limitaciones se pueden vislumbrar en la promocién de la
descentralizacién y buenas practicas de gobernabilidad gracias a las intervenciones en
A&S?

= ;Cuadles son los cambios necesarios para que las intervenciones en A&S manejen mejor
los enfoques y contenidos de capacitacién y contribuyan a los procesos de
descentralizacion?

Revisando cuatro estudios de caso que tratan sobre modelos de descentralizacion para la
oferta de servicios y analizando las reflexiones del grupo de trabajo conceptual, el taller obtuvo
varios hallazgos: Los servicios de A&S sostenibles y efectivamente descentralizados necesitan
no solo instituciones, organizaciones y recursos humanos capacitados, sino también un meca-
nismo financiero funcional y una distribucion clara y apropiada de los roles y responsabilidades.

Adicionalmente, la descentralizacion es un proceso dinamico, que incluye la abogacia de y
negociacion entre actores. Puesto que no existe una solucién estandar para el sector de A&S,
el mismo necesita suficiente flexibilidad para responder a este proceso dinamico y encontrar su
propio ambito de accion. La descentralizacion politica, administrativa y fiscal deben ir de la
mano. Eso significa también que la toma de decisiones, la capacidad institucional, los recursos
fiscales y técnicos para la oferta de servicios y su gestion deben ser trasladados de forma ade-
cuada. Adicionalmente, los roles y responsabilidades del sector A&S deberan ser transferidos a
los niveles mas bajos de forma apropiada y competente (politica/administrativamente).

Finalmente, para que el proceso de descentralizacién sea efectivo, debe estar enmarcado en
una reforma gobernable y democratica; asi como, no debe estar aislado ni ser considerado
como un remedio universal para las necesidades del sector de A&S.
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INTRODUCTION

1 Introduction

1.1 AGUASAN and its workshops

AGUASAN is an interdisciplinary Swiss community of practice (CoP) bringing together a wide
range of specialists to promote wider and deeper understanding of key issues in water supply
and environmental sanitation in developing and transition countries. The CoP builds on com-
mitted sector professionals from diverse specialised institutions involved in Swiss development
cooperation and research. Since 1984, AGUASAN meetings are held four times a year where
its members share experiences and information related to the sector, discuss successes, prob-
lems and innovative solutions, and develop practical recommendations. Through this the CoP
provides since more than 22 years a functioning multi-stakeholder platform serving the water
and sanitation sector and constitutes an essential link in the thematic knowledge management
strategy of the Swiss Agency for Development and Cooperation (SDC).

Beyond regular meetings, members of the AGUASAN
CoP (from SDC, Skat, Helvetas, and Sandec) organise
an international AGUASAN workshop in Switzerland,
every year in June. Here project field staff, desk
officers, researchers, consultants, other sector
specialists and wider development practitioners from
all over the world come together for five days to reflect
collectively on a cutting edge theme of the sector.
AGUASAN workshops foster a mutual learning
experience and aim at utilising the broad and multi-
faceted knowledge gathered by participants, to
mutually elaborate strategies and conceptual tools of
practical use in development work. The year 2007 saw
the 23" consecutive workshop in what has become a
very popular, successful and respected series of
innovative events.

A
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1.2 About this report

The present report summarises the presentations made, the discussions held, the results
obtained, the learning achieved and the knowledge generated during the 23™ AGUASAN
workshop convened from 18 — 22 June, 2007 in Gwatt (Switzerland). During the five days, 45
development professionals from all over the world delved into the issue of “Opportunities and
Challenges for the Water and Sanitation Sector in a Decentralised Context”.

This document is not a self-contained disquisition on ‘Water and Sanitation Sector in a Decen-
tralised Context’ in development cooperation, but reflects the individual knowledge and insights
of the participants at the workshop and the outcomes they have performed together. In the
following, the workshop report is split into two parts. “Part One: The Topic” deals with the
thematic content of the workshop as follows:

= Chapter 2 gives an outline of the 23" AGUASAN workshop by spelling out its background,
goal and objectives and expected results as well as the process undergone.
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* In chapter 3 the thematic framework is described, stating the ‘Current issues in the water
and sanitation sector and SDC'’s position’ and reflecting ‘Concepts, Processes and Conse-
quences of Decentralisation for Development’.

» Chapter 4 presents the topic cases used as illustrations of how effective and sustainable
water and sanitation provision is linked to decentralisation processes. In addition, it illus-
trates the findings and conclusions of the concept working group.

= The synthesis and conclusions regarding the topic dealt with are contained in chapter 5 —
a self-standing chapter for the quick reader - where the insights gained, the lessons learned
and the recommendations developed for a successful application of Decentralised
Approaches in the Water and Sanitation Sector are gathered.

“Part Two: The Method” addresses the methodological and organisational aspects of the
workshop throughout the following sections:

= Chapter 6 sets down the workshop organisation and methodology, from its preparation,
through its realisation, down to its final assessment.

= Chapter 7 sets the framework for the workshop’s next steps and follow-up activities.

= And finally, chapter 8 addresses the resources of the current event and for future
AGUASAN workshops.

Beyond the elements contained in this report, the inputs made to the topic, the background and
resource documents referred to as well as the pictures from the visualisations elaborated during
the workshop and from the working environment are provided on the resources CD appended
in the back cover of this document.
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PART ONE: THE TOPIC

2 Workshop outline

21 Background

Decentralisation is a major theme in the policy discussion of countries characterised by
centralistic organisation patterns, although to various degrees and with different accents.
Numerous states have embarked upon reforms targeted to strengthen local administrations and
public authorities to enhance the effectiveness of public services whilst putting people more at
the centre. Further, the promulgation and international recognition of the “Right to water”
provides citizens with an entitlement adaptive to lobby governments to deliver safe and
sufficient water, and to make governments accountable for ensuring access to basic water and
sanitation services.

Shifting of power, competencies, responsibilities and resources from the central government to
local levels (municipalities) particularly affects the way water supply and sanitation (W&S)
issues are dealt with, as their scope fits the level of local government responsibility and
management (unlike e.g. for the health and education sectors). The impulse behind decentrali-
sation is the vision that decision-making is pushed to the lowest possible level (subsidiarity
principle), where peer monitoring can take place and people have a more direct control. It
should therefore enable more flexible and innovative W&S services, which respond to concrete
needs and the demand of the people.

Decentralisation of W&S service management to the municipal level has not always led to a
more efficient service provision however, and has often given rise to “new” problems including:
loss of economies of scale; profusion of providers; reduced potential for cross subsidies;
management and regulation based on political rather than technical criteria; lack of attention to
rural areas; lack of incentives to protect watersheds and control water pollution. In addition, one
key lesson in the decentralisation debate is the importance of local level capacity (leadership,
transparent management and staff competencies), which, if absent, will invite inefficiency, and
lack of accountability.

2.2 Key questions raised

Decentralisation may contribute to enhanced and sustainable W&S services delivery. The
preconditions or necessary measures (implementation of political, administrative, fiscal, sector
reforms) for ensuring that decentralisation leads to such effects are not clearly defined however
and might vary from situation to situation.

Further, many W&S programmes/projects already apply the principles of decentralisation and
also participation in planning, implementation and monitoring. Those interventions are often
ahead of the political process of decentralisation, often leading to implementation problems
but also to a relevant support of the decentralisation process.

Against this backdrop the following key questions need to be addressed and tackled:
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KEY QUESTIONS ADDRESSED IN THE WORKSHOP

@ How do roles and responsibilities of the main sector stakeholders (state, private
sector, civil society, communities) shift in different “decentralisation contexts”?

@ What supports do these stakeholders, and mainly those at local level, need in order
to fulfil their rights and duties (i.e. capacity building for implementing and managing
efficiently and effectively municipal W&S service delivery models)?

@ What are the opportunities and limitations of W&S interventions to foster decentral-
ised approaches and good local water governance practices?

@ What changes are required in how W&S interventions are set up to handle the
capacity building focus/contents and to contribute to decentralisation processes?

2.3 Goal and objectives

The key questions above formed the basis for this year's AGUASAN workshop. The participants
tried to understand the impact of top-down “reform driven”, as well as, bottom-up “sector inter-
vention driven” decentralisation processes on the role and performance of state, private sector,
civil society and communities — and on their relationships — and through this on the sustainability
of W&S services delivery. The overall objective of the workshop was therefore to:

Identify how to foster/take advantage of decentralisation processes and decentralised
service management to boost W&S, hence contributing to the MDGs.

By looking at a range of functioning models for service delivery - either in rural water supply or

in urban sanitation - where municipalities have effectively a stake, the workshop aimed specifi-
cally at:

= Assessing and learning from practical experiences in designing, implementing and
supporting such models and in building up the capacities of the key stakeholders;

= Highlighting key issues and challenges to be addressed in processes and interven-
tions targeted at putting into practice such models;

= Developing generic and context-specific recommendations as well as outlines of
practical tools for initiatives supporting such processes;

= Locating knowledge gaps (open issues) which would require further thinking,
research and development.

2.4 Expected results
The expected results of the workshop were the following:
= An increased knowledge and a common understanding of the relevance and different forms

of (political, fiscal, administrative) decentralisation for the W&S sector concerning its chal-
lenges, opportunities and pre-requisites are achieved.
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= Examples of innovative, demand-oriented, efficient and accountable service delivery
models that resulted from and in increased decentralisation processes are collected and
assessed; and a collection of good practices are established.

» A range of key factors and prerequisites for enabling local stakeholders to fulfil their rights
and duties are identified and described.

= A series of key issues and challenges to be assessed and addressed in respect to the
current and future context of decentralisation affecting the presented W&S projects and
programmes are drawn and commented.

= A set of solutions and key design elements to integrate/facilitate decentralisation processes
in current topic cases’ project and programme developments are elaborated with practical
tools.

»= A list of open and unsolved issues requiring further thinking, research and development
regarding the general workshop topic is established.

» The participant’s personal networks and contacts among practitioners are strengthened.

= A workshop report, pointing out the potential for a subsequent capitalising publication, is
produced after the event.

2.5 Workshop process

Given the scale and significance of this challenging theme, the workshop process was con-
ducted in such a way that the learning community could take full advantage of the knowledge
and the experience that the participants gathered:

WORKSHOP PROCESS

Based on a thematic contribution from an experienced resource person and the
presentations of the four topic cases, the participants explored the dimensions of
decentralisation processes in W&S.

U

Equipped with the frame set in the step above, the participants explored in depth the workshop
topic in working groups (one for each topic case and one for conceptual issues) by contributing
with their own knowledge and experiences.

In a further step, participants exchanged their personal working situation/project (back
home) in form of an ‘Information Market’ by “selling” their strong experiences and
“buying” new insights in order to transfer them to their working groups and strengthening
the cases.

Building upon the new insights and exchanges between the concept group and the topic cases
groups, participants developed solutions and conclusions for lessons learnt, which then will
be transferred to the own personal working situation (back home).

A synthesis of lessons learnt and insights acquired allowed formulating overall findings,
recommendations, and conclusions.
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The diagram below illustrates the workshop process:
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As a whole, the workshop process led to a learning experience for all in knowledge generation
of and to prospectively application of the acquired knowledge on the own working situation.

Beyond exploring the thematic aspects, the workshop procedures adopted aimed further at:

» Proceeding in an open and participatory manner;

= Using visual aids and a variety of working methods and teaching materials;

= Alternately working in plenary and in groups;

= Inviting guest for the synthesis part of the workshop (last day);

» Having time for informal exchanges in a friendly setting.
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3 Thematic framework

31 Current issues in the water & sanitation sector and SDC’s position
(Summary of the input provided by Frangois Miinger, Senior Water Advisor, SDC)

Equitable access to water and sanitation for all without discrimination is one of humanity’s major
challenges of the 21% century. Hundreds of million of individuals see themselves deprived of
water, not because it is rare, but because of clamp down poverty, inequalities, and lack of politi-
cal will. The Joint Monitoring Program (JMP) report 2006 stated “over 1.1 billion people do not
use drinking water from improved sources, while 2.6 billion (more than 40% of the world’'s
population) lack basic sanitation. Each year, 1.6 million children below five die because of poor
hygiene and contaminated water”. These two hazards alone are responsible for 80% of the
diseases that affect developing countries. The report concluded that the world was still on track
for reaching the MDG drinking water target - but the trend is deteriorating — and that on current
trends, the world would miss the sanitation target by more than half a billion people. It further
estimated that it requires a doubling of the efforts of the past 15 years to reach the MDG sanita-
tion target and a one third increase in efforts to meet the drinking water target. More effective
and concerted action by all stakeholders is however needed if those targets are to be met.

Conscious of the gravity of this reality, SDC puts the use of water in the centre of its interven-
tions for the human beings (Water for people) and their food security (Water for food). Water is
a common good - and access to water & sanitation is a human right. It is on the recognition of
these two fundamental and inalienable values that the action of SDC is based. Access to water
is a right that the States must guarantee to the citizens, but it also has a cost. Governments
have the option to delegate this mission to private companies. But, whether the service provider
is public or private, it is a question of guaranteeing the rights of the users. In this context, the
assertion of a decentralised and autonomous control proves to be essential. SDC encourages
the users to claim their rights and supports the political processes at local and regional level
able to ensure the conditions of a sustainable and socially equitable management of water and
related issues. The strengthening of governance mechanisms represents clearly a centrepiece
in conflict prevention, at a time when tensions around this source of life, subjected to a pressure
without equal in the history of humanity.

Indeed, galloping demography, growing and intensive misuses and pollution endangers
seriously the today's water resources. To answer the complexity of the mechanisms that this
planetary challenge brings into play, an Integrated Water Resources Management (IWRM)
framework was elaborate starting from the four water uses as defined collectively by the public,
private and civil society actors’. With its aims, INRM answers the Convention of Rio and the
Millennium Development Goals (MDG). This invaluable instrument, to the development of which
SDC took a significant part, aims at ensuring the most effective and sustainable use of water,
the protection of the resources against any pollution and the recognition of the right to water for
all the human beings. It includes the planning and the management of drinking water supplies,
the access to sanitation services and the provision of sufficient water for production.

" These four uses are “water for people”, “water for food”, “water for nature” and “water for other uses (industry, energy, transport)”.
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3.2 Decentralisation: Concepts, Processes and Consequences for
Development

(Summary of the input provided by Dr. Georg Lutz, Institute of Political Science, Uni Bern)

Decentralisation is the process of bringing decision-making closer to the point of service or
action, in the fields of political economy, political science, sociology, engineering and
economics. Decentralisation is the policy of delegating decision-making authority throughout an
organisation, away from a central authority. A decentralised organisation comprises for example
fewer tiers in the organisational structure, a wider span of control and a bottom-to-top flow of
decision-affecting ideas. The greater the decentralisation of a system, the more it relies on
lateral relationships, and the less it relies on command or force. Democracy is alive in places
where it is supported by a nation who can express its interests and participate in democratic
decision processes. The people on their part support democratic changes when they expect
these to bring them direct and tangible benefits. In this way democratic development and
decentralisation processes are closely linked.

Percentage of Democratic Countries Worldwide with Local Elections:
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As a whole, Decentralisation refers to ‘transfer of power, resources and responsibilities from the
national to one or more sub-national levels of government’. There are basically three dimen-
sions of Decentralisation:
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= Political decentralisation: Delegation of decision-making power to political actors
independent of higher levels of government. Centrality of elections: accountability of local
authorities to citizens, not to higher levels of government. Political decentralisation means
that locally elected authorities hold responsibilities towards those who elected them and
that they should take up fully local interests in political decision-making processes.
Ultimately it aims at fostering the active participation of the population in political decision-
making processes.

» Fiscal decentralisation: Financial transfers through defined mechanisms from the centre
to the local level and/or between local communities; Delegation of revenue collection and
budgeting power. Fiscal decentralisation is an essential element of any decentralisation
form. A decentralised unit cannot accomplish its duties independently unless it is provided
with sufficient financial means and has decision-making power over them.

= Administrative decentralisation: Transfer of responsibilities (regulatory or provision of
public goods) to the sub-national level(s) of government to fulfil public duties. It includes
responsibility for regional or local planning, operational management, and also partly
financing of public infrastructure and services.

Political, fiscal and administrative decentralisation processes complement each other. In
practice, the various dimensions of decentralisation overlap and appear in various forms and
mixtures, varying largely from case to case. There are also a series of other terms that are
related to Decentralisation:

» Deconcentration refers to the redistribution of decision competencies to regional or local
units belonging to the central/national government level. It is characterised as the weakest
form of decentralisation as the transfer in competencies takes place within the central
governmental hierarchy.

» Delegation as the transfer of power to para-statals. It refers to the redistribution of decision
and operational responsibilities to authorities, which maintain a certain independence from
the central/national government, but are under indirect control.

= Devolution as the transfer of power to sub-national political entities. This is the strongest
form of decentralisation as it includes a shift of decision-making power, finances and
management duties from the central authority/administration to independent local govern-
ments (municipalities with locally elected entities and clearly defined competencies).

» Privatisation as the transfer of power (and responsibility) to private entities.

As a whole, independent accountability is a necessary precondition for independent local
political spheres to evolve. And decentralisation is about states and their way to provide public
goods to regulate the society and economy. Working in a decentralised framework means
working with state actors that are (per definition) political actors. There are basically two types
of decentralised countries:

= Never centralised: Sub-national units resisted centralisation successfully (e.g. Switzerland);
» Recent move to decentralisation (most new democracies).

General common problems related to an un-completed decentralisation process are:
» Badly defined processes, responsibilities, and transfers;
= Incongruence between responsibilities, resources and political power;
= Limited clarity about fiscal and administrative transfers;
» Bargaining instead of subsidiary.
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Therefore, duties and competencies should be assigned to the best capable governmental level
or entity. Expected results of decentralisation are summarised in the following diagram. The
diagram illustrates the outcomes, results and impacts, which can arise from decentralisation.
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(Source: Ebel/Yilmaz, 2001)

What are false hopes related with decentralisation?

One of false hopes related with decentralisation is that through decentralisation local manage-
ment is automatically improved. But, here the question is why splitting up weak and inefficient
governments should lead to stronger governments. On the contrary, there is even a higher risk
of worse implementation of development activities. Likewise, through decentralisation local
governments expect increasing returns. Yet, there is the paradox of better control over local
revenue base against greater difficulties of revenue collection because of interpersonal
relations. Many people hope that there would be a better control over corruption. However,
there is need of central control and at the same time local control through citizens. Another false
hope is that decentralisation can handle the risk of increasing inequalities within a country. But
the empirical evidence of the effects of decentralisation is very diverse.

One of the major questions related to decentralisation is what would be a motivation for central
governments to give up power and control and to devolve them to the local government levels.
Central governments are very much aware of the fact that once power is given away, it is hard
to gain it back. As a whole, centralisation and decentralisation are permanent (slow) political
processes.

But, why do countries decentralise anyway? Countries decentralise very unlikely because
central governments think that local governments could do a better job. Decentralisation rather
arises out of the difficulty to manage economic, fiscal and political challenges. This means that
decentralisation is understood as a means to hand over difficult responsibility. Related with this
are also hopes that revenues can be collected more efficiently. Furthermore, through decentrali-
sation, central governments could gain support from the local level, in the sense, that decen-
tralisation is undertaken in return for local mobilisation.

As a whole, decentralisation is always a bargaining process. Strong and well-organised local
governments can pressure central government successfully for decentralising decision-making
power. And finally, decentralisation is high on donors’ agenda at the moment. So, in many
cases, countries decentralise because it is donor-driven.

10



Part 1: The Topic

THEMATIC FRAMEWORK

What does this mean for development? What are potential consequences?

Increased complexity:

= Many local government and non-government
actors instead of one ministry

= Variation in the local context

= Service provision becomes more of a play-

Increased uncertainty:

» Local democracy (as democracy in
general) is fragile

= Decentralisation as a process and
playground between local and

ground of politics in a decentralised system national political actors

=  Reform of decentralisation is still
common in many countries

» Local-national political dynamics: different
interests where and how to implement projects

A checklist for service provision:
Professionals may use the following checklist in order to assess and to plan for effective and
sustainable decentralised W&S services.
= Assess the key elements of the institutional framework of political, fiscal and administrative
decentralisation (especially with regard to water and sanitation):
< Formal decision making power
< Administrative and financial responsibilities
» Map the formal and informal power structures at the local level:
& State authorities
& Interest groups, organised sections, traditional authorities
& Citizens engagement
= |dentify political risks and potential conflicts
= Define the approach of service provision:
& Centrality of local governments
& Other stakeholders? If yes which and how?
& Allow for variation within countries and flexibility within projects

The diagram below illustrates the identification and mapping of essential local stake-
holders:

Check for (informal)

Higher level
government

* Power structures

* Conflict potential

Local government

Interest groups,
NGOs

Traditional
structures

11



THEMATIC FRAMEWORK Part 1: The Topic

Final remarks:

Decentralisation can be a real chance for sustainable development processes. Decentralisation
has the potential to improve development efforts, because:

Needs can be evaluated directly in a flexible way;

Ownership is easier to create;

Corruption is easier to control;

Sustainability mechanisms can be introduced directly at the local level,

Decentralisation creates chances for collaboration with local state institutions where central
institutions are too corrupt to work with;

Collaboration with state authorities is essential for sustainability when public services/goods
are provided;

A flexible project approach is needed: not one model fits in every context within a country.
Allow for variation in project design and implementation;

‘Political management’ becomes essential in service provision.

Following the input by the resource person the subsequent questions were discussed in the
plenary. The box below is divided into two parts. The first part contains the critical issues that
were discussed, and the second part includes open questions, which remained unanswered and
were left open to be looked at more closely in the further sessions of the workshop.

Critical issues discussed:

Can decentralisation be a means to improve service delivery, especially in W&S?

In theory, sub-national entities (regional or local authorities/governments) may be in a
better position than national governments to deliver public services efficiently; because
local authorities should be better capable to assess local demands and to prove respon-
siveness and accountability, as they are closer to the local population. But, there is
always a risk of lack of responsiveness by local authorities. This means, although local
authorities have more money to spend, they are not automatically more accountable for
the quality of services than before decentralisation.

Deficiencies in decentralised services (rural and urban) are not only a reflection of
resource constraints, but can be in fact management problems.

Why should political decentralisation be combined together with fiscal decentralisation?

12

If political decentralisation is done without decentralisation of authority, the revenue
sharing is not accompanied with relevant responsibilities over local expenditures. In other
words, if the transfer of power is done without resources, the central government hands
over essential competencies and duties but without providing the sub-national entities
with the required control over the relevant financial resources.

Effective decentralisation requires sub-national entities, which are able/capable to
provide and finance services. However, many of these entities have only a limited
financial and managerial competence and face rudimentary local capital markets.

Sub-national entities lack effective internal operations: insufficient collection of resources
(taxes, fees, charges); entities are often mismanaged, and have only a weak technical
and institutional competence to maintain services and infrastructure. (Increased service
coverage, and lack of strategic planning are main challenges at local authority level.)
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What are expectations from decentralisation processes?
= One expectation from decentralisation processes is that people/citizens become more
independent from decision-makings at central level;
= Another expectation is that decentralisation would strengthen civil society and give more
power to citizens;

= Decentralisation as a top-down process versus an ‘autonomy’ process from the ground;
(e.g. in Bolivia, people use the term ‘local autonomy’ for a bottom-up approach, instead
of ‘decentralisation’);

What is needed for effective decentralisation?

= One crucial pre-condition of an effective decentralisation is the existence of a capable
local government, and a strong and engaged civil society/citizens; as a whole an
enabling environment is needed in order to create an effective decentralisation process;

» A decentralisation process demands strong commitment and readiness of all the players;

= Willingness or un-willingness of stakeholders, in particular central national governments
to give up power to ‘lower’ governmental entities; (this needs a lot of advocating);

= More trust, political willingness, and mechanisms of community participation are needed;

= A good balance between central, regional, and local level is needed;

= All governmental levels should share the power; this has to be negotiated amongst the
various levels;

= Capability of central national authorities versus that of local authorities to provide
services needs to be clarified from case to case;

= Stakeholders need to clarify mismatch between municipal needs and de-concentrated
central government services;

» National government’s (e.g. line ministries) policies need to be aligned with implementa-
tion by the local authority;

Should a decentralisation process be implemented in one ‘big bang’ (over-night), or in a
gradual/incremental manner?

» |t depends on the case: there is a risk of instability if decentralisation is done very fast;
therefore, decentralisation process needs to be well prepared because new entities need
to be built up or/and existing entities need capacity-building;

What can we learn from past experiences?

= [t can be helpful to learn from past experiences with decentralisation; e.g. private compa-
nies change their organisational set-up from a centralised to a decentralised one, or vice
versa; review traditional decentralised systems before colonisation - (colonisation was
done in a very centralised manner);

What is the role of the state in a decentralised set-up?

» The state needs to have (central) control over the citizens and the territory in order to
maintain stability and peace, and thus to provide a sound environment for development;

How many levels (administrative & political) are needed for effective decentralisation?
= There is not an ideal solution; the larger the country, the more levels are rather needed;

In case of a conflict country, how can decentralisation processes be introduced/maintained?

= A stable political environment is needed; and local authorities need to be strong in order
to deal with centralisation or any manipulation by the central government;

13
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Open Questions:

How can W&S contribute in order to enhance decentralisation? How to motivate authori-
ties despite of risks and low effectiveness in decentralisation?

Decentralisation is often only of cosmetic nature, as decentralisation in practice is still
‘controlled’ by central authorities;

How to overcome a lack of implementation capacity in local governments;

Should W&S be fully under the responsibility of the local government? One central
national entity can hardly manage W&S for an entire country;

To what level is decentralisation possible?

How to ensure that the political will is not reversible?

Clarification is needed on how decentralisation is in fact done or ‘implemented’;

Is decentralisation all about democracy?

Decentralisation in rural water supply can also lead to centralisation: from communities’
level to the municipalities’ one;

How to transfer essential components, such as competencies, resources to sub-national
levels in order to achieve an effective decentralisation?

There are always “politics” (e.g. power games), whether it is at the national or local
government level,

References:
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4 Topic cases and conceptual work

The topic cases brought in by different presenters aimed at constituting the base upon which
the workshop topic was addressed and developed. The workshop featured four topic cases
dealing with basic service delivery models in a decentralised context where municipalities (local
governments) have a stake, addressing either water supply services in rural areas or sanitation
services in urban settings. The expected results of working in groups with each case were:

= Clear description of the case and course of actions/procedures
= Analysis of conceptual weaknesses
» [nsights and proposal for concrete actions

Apart from the topic cases groups, a concept working group was formed. The objective of the
concept group was to take up findings from the thematic inputs (chapter 3) and to examine criti-
cal issues with regard to W&S services delivery, as well as to reflect this conceptual work in the
topic cases in order to come up with more generic findings. The expected results and effective
benefits of the concept working group were:

= A collection of ideas, proved concepts and instruments, ‘good practices’, etc.
= [dentification of bottlenecks and gaps for experimentation

» Formulation of consequences and recommendations for SDC

» Finding of ideas for workshop follow-ups

41 The Kenya case: Supporting Community Driven Service Delivery

4.1.1 Presentation of the case

Country Kenya

Sub-sector Urban Sanitation

Working Title Supporting community driven service delivery: Kiambiu Informal Settlement

Central Question How to enact pro-poor service improvements by CBOs and NGOs in densely
populated informal settlements?

Project CBO: Kiambiu Usafi Group

Organisation NGO: Maji na Ufanisi, Nairobi (technical & organisational backstopping)

Stakeholders NGO (Maiji na Ufanisi), CBO (Kiambiu Usafi Group), Water Service Board, Nairobi
Water & Sewerage Company (municipally owned)

a) Decentralisation Context and the Water & Sanitation Sector

Kenya has a population of more than 33 million people (2005), and faces an enormous chal-
lenge of providing water and sanitation services to a rapidly growing urban population (currently
34% of the entire population). The newly elected Government of Kenya (GoK) has undertaken
far-reaching reforms in the W&S sector since 2002. The institutional reforms that have been
triggered by the enactment of the Water Act 2002 have been guided by the following principles:
(i) decentralisation - decision-making and operations have been decentralised from the national
level to the local level to increase efficiency; (ii) ‘no responsibility without authority’ - all actors
now have clearly defined roles and have delegated authority; (iii) separation of regulatory from
service delivery functions; (iv) private sector participation to boost effective management by
encouraging commercialised service provision. The W&S sector is effectively spearheading the
GoK reform effort, as on-going reforms of the local government sector are still slow.
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At the local level in Kenya’'s 175 municipalities, a variety of W&S providers are now becoming
operational and attempting to redress decades of stagnation and service decline due to public
sector neglect. Three types of Water and Sanitation Providers (WSP) are most common:

» Municipally-owned W&S providers (the case of most big towns and cities in Kenya);

» Commercialised Service Companies, autonomous utilities under the Companies Act;

» NGOs or community-based service providers - these organisations mostly provide services
where the above-mentioned do not reach.

Both the municipally owned and commercialised utilities have found it difficult to provide ade-
quate services to informal and peri-urban settlements and enact pro-poor service improvement -
this is where NGOs and CBOs step in with community-managed services for the poor. During
the time before the recent sector reform, the Municipal Water and Sewerage Departments were
responsible for policy formulation up to service provision. The performance was seen as not
cost-efficient. Since 2002, there is an ongoing W&S sector reform, which is one of the leading
transformations within the Government of Kenya'’s reform. The W&S sector reform includes:

= Decentralisation of decision-making = Separation of regulatory functions from
= Decentralised operation to the local service delivery
level » |ntroduction of the Water Act in 2002

The Water Act established the following institutions (see diagram below):
= Water Services Regulatory Board: regulates all water supply and sewerage services;

= Water Services Boards (WSBs): ensure the availability of efficient water and sewerage ser-
vices for the 7 regions of Kenya; plan for water and sewerage services and facilities;

» Water Resources Management Authority
= Water Services Trust Fund
= Water Appeals Board

The Water Act further separates water resources management (WRM) from water supply &
sanitation (WSS), provides for regulation of W&S and distinguishes between asset holding and
development from operations and management. Water Service Providers provide directly
WA&S services on contractual arrangements with Water Services Boards.
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b) Topic Case

The case presented is about Kiambiu - an urban slum area in Nairobi. It is one of the many in-
formal settlements in the city. The NGO Maiji na Ufanisi has been supporting W&S infrastructure
through four major local CBOs in different informal settlements, namely; Kiambiu, Soweto, Kib-
era Laini Saba and Kaptagat. These CBOs have been instrumental in community driven service
delivery in their respective settlements. The case shows how such an exemplary community-
based service provider - the Kiambiu Usafi Group has managed to grasp the opportunities of the
new sectoral reforms and move from a disorganised community to a performing service pro-
vider, providing jobs and income within the new policy environment. The CBO is officially
registered and has recognition from the local Water Services Board (regulating authority).

WA&S interventions by this CBO (with NGO’s Maiji na Ufanisi support) included the construction
of appropriately designed sanitation blocks, water kiosks and improvement of solid waste man-
agement and wastewater drainage systems. This has resulted in improved environments for the
communities; increased access to affordable water & sanitation services; reduced water prices
and increased availability; increased access to improved drainage systems among others.
Furthermore, both the Water Services Board and the Nairobi Water & Sewerage Services
Company (WSP) are supporting expansion of its services within the slum through this set-up.

Policy context:

The current policy context recognises non-sewered sanitation options in urban areas. Organisa-
tional-wise, CBOs need to enter into management agreements with WSBs as WSPs. Yet, ‘dele-
gated service provision by WSPs’ is not provided for in the policy. Moreover, the current policy
implies that a license is required for the W&S services provision to more than 20 households.
However, relations with the sector institutions determine if CBOs can provide services. Unfortu-
nately, often they cannot meet the stringent licensing conditions.

Lessons Learned and Challenges: What are main problems and way-out options?

Problems Way-out Options

Governmental reforms are not well communicated
amongst people of very low income;

Residents lack understanding of new policy;
Inability of users to make informed choices;

Sector policy needs to be published and made
available to all stakeholders;

Lack of water policy linkage with other sectoral
policies — sanitation, land, environment;

Sector Policy needs to be formulated and linked
with other sectoral policies;

Lack of regulatory framework for Water Service
Providers;

Formalising of informal service providers (CBOs) is
needed,;

Water Service Providers are not able to meet the
legal requirements of water provision;

Water Service Providers needs training in meeting
quality standards;

A quality control mechanism needs to be intro-
duced;

Lack of pro-poor regulations and incentives;
Lack of supportive financing mechanisms;

A financial mechanism needs to be introduced;

lllegal W&S connections (pipes); and therefore,
fewer revenues on water;

Formalising of informal service providers (CBOs) is
needed;

Users’ role, rights and duties are not defined yet;

Sector policy where users’ role, rights and duties
are defined needs to be formulated and executed;
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Problems

Way-out Options

No integrated pro-poor service delivery (water,
sanitation, and hygiene issues);

CBO driven services can result in pro-poor service
considerations at neighbourhood level, and in
strengthened socio-economic development through
jobs creation and savings;

Limited coverage of W&S;
Inability to scale-up;

CBO driven services can result an enhanced
coverage;

No new investments without secure tenure of land;

Public and private ownership needs to be clarified;

Top-down and hierarchical structures;

CBO driven services can result in partnerships with
other stakeholders;

Policy limitations and effects (negative/positive);

Commercialised service delivery by a community-
based service provider should be considered;

Challenges for CBO driven services:
= CBO needs to be legalised
= Limited financial capacity

CBO driven services can result in partnerships with
other stakeholders;

Integration of communal enterprise management
model,

4.1.2 Analysis of the case

Participants in the
working group:

Ramesh Bohara, Luca Citarella, Halidou Koanda, Christoph L0thi (coach),
William Moraka, Kariuki Mugo (case presenter), Elizabeth Tilley

Stakeholder analysis:

First, the working group did a stakeholders mapping, which is presented below:

High -level
governmental body

Policy Ministry of Water
& Irrigation
i |
Water Services
Regulatory Board
‘

7 Water Services
Boards (WSBs)

Service

i |
Water Services Councillors on the
Providers (WSPs) [ WSP board
X

Provision

Maji na Ufanisi -Project:
CBOs: implement
NGO: faciliates

De-facto service
delivery, but

legally not
recognised

T

Users

Capital
funding by
WSBs to

CBOs

Bulk water:
16 cent/cbm

User fees: per
household 80
cent/ month

Then the current challenges for the key stakeholders were identified as it follows:

CBOs:

= CBOs are ‘illegal’; they are legally not recognised;
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= Despite the ‘illegal’ character, CBOs have overtaken responsibilities of the state to deliver
public services, such as water supply, in particular in slum areas, to poor households;

= CBOs have often a ‘business approach’, which means that they make sometimes profit; Are
then CBOs more of a private company than a people’s organisation?

= Accountability of CBO operations;

Water Service Providers:
= WSPs are not open to on-site sanitation;

Users:
= There are no cross-subsidies for slum areas;
Sanitation:
» Communal sanitation solutions are often not recognised as ‘improved sanitation’ at interna-
tional level;

The following diagram illustrates the status of decentralisation in the Kenya case. It shows that
the administrative decentralisation aspect is slightly more advanced than the political and finan-
cial aspects of the whole decentralisation process.

Decentralization mix The Kenia case

Political

—>
(including: legislation, policies, ’ . A

regulation)

Financial —>
o HA

(investment and running costs)

Administrative —>
o HA

(institutional, organizational, HRD)

Political decentralisation:

@ General: Following independence, government functions were gradually centralised and
the powers and resources of local government were seriously eroded. Unlike many other
countries in Africa, there has been no serious attempt to decentralise power and resources
in recent years. There are, however, new constitutional reform proposals for extensive
devolution.

W&S Sector: Extensive and far-reaching water sector reforms separating water resource
management and development from W&S service provision.

A Topic case: Community level service delivery by community-based service providers
(CBOs) in Nairobi’'s extensive slum settlements. These delivery mechanisms are now de-
facto recognised by state authorities.

Financial decentralisation:

@ General: Local authorities have limited revenue autonomy, but recent reforms have
increased central government transfers to the local level - and provided an incentive
structure to improve the own local government revenues. Local governments control only
the junior staff; there are many senior vacancies.
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B WA&S Sector: Water Act 2002 foresees new cost-recovery schemes that have increased
capital spending in W&S sector four-fold. Tariff setting is done by WSBs at regional level.

A Topic case: User fees levied by CBO cover all running costs plus a monthly profit which
can be re-invested in new infrastructure improvements.

Administrative decentralisation:
@ General: Transfer of responsibilities to local level or district level (incl. planning, manage-
ment and financing of service delivery) achieved for most public duties and public sectors.

B WA&S Sector: The responsibility for the delivery of municipal services (incl. water, sanitation
and solid waste) has been transferred to registered Water Services Providers (either
municipally owned or commercialised service companies) or, in some cases, local NGOs.

A Topic case: In the Kiambiu slum, the CBO Kiambiu Usafi Group provides communal water
and sanitation services supported by the NGO Maji na Ufanisi. The Nairobi City Council is
absent and does not take any responsibility - as this slum is still not officially recognised.

4.1.3 Conclusions and proposals for action

A first step but also barrier is to make the Kenyan Water Board to participate in the current
debate and to get them involved in solution finding;

How can CBOs be legalised or formalised? Current policy framework need to be changed for
WSPs to delegate responsibilities to CBOs; and CBOs should be transformed into cooperatives.
In order to support and sustain CBOs activities, municipalities should make contracts with them.
How can stakeholders advocate for the legalisation of those CBOs? Stakeholders can lobby at
international level through AGUASAN and the International Year of Sanitation (IYS).

The case study suggests to support CBOs through national subsidies. And at local level, water
services trust funds should concentrate on capacity building. CBOs need further training and
capacity building to carry out effectively water services delivery. Also, NGOs need a certain
‘distance’ to the CBO’s in capacity building. They should not ‘own’ or manipulate the CBOs in
order to make CBOs as independent as possible to guarantee their sustainability. Furthermore,
the national level should concentrate on policies and their further development. Local govern-
ments should give service contracts to the private sector. Here, a local water management in
slum areas is needed.

What can be further done to address and to serve future slum/low-income areas? What is
needed for an effective and affordable service provision? The legal status of a slum area is
crucial, as the main challenge is to legalise the slum areas thus incorporating them into the city
planning from a legal point of view. As long as slum areas are not legal or formal, the state does
not feel responsible for them. Therefore, the state has to acknowledge informal settlements for
better service delivery/provision.

Generally in Kenya, institutional reforms can happen very quickly, so more reforms will likely
follow in the near future: Nowadays funds flow much better from the national level (e.g. water
services trust funds) to the local level; however, this is only the case for urban areas and not for
rural regions. There is a risk to build up parallel structures, such as state structures and new
‘accountable’ donor driven parallel structures: How can those structures be reconnected?

Communal sanitation solutions are often not recognised as ‘improved sanitation’ at international
level. Proposed solutions are:
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= The definition of ‘improved sanitation’ (e.g. by JMP) needs to be reviewed;
» The issue should be taken on the agenda of IYS 2008;

» International NGOs in W&S (also WASH partners) should better coordinate similar interna-
tional initiatives

Tariff setting and regulations for poor urban areas are lacking. Therefore, a pro-poor water
pricing instrument should be developed and introduced. Moreover, the case working group
concludes that profitable WSP operations should be used for cross-subsidies.

And finally, the working group suggests to scale up local ‘success stories’ (e.g. from 4 to 100
projects). For this a strategy needs to be developed of how to empower more NGOs and CBOs
for services provision. And at least 1% of the Water Services Trust (WST) Fund should be used
for pro-poor urban sanitation, in particular for capacity building.

4.2 The Mali case: how an emerging rural municipality is trying to manage local
services on its territory

4.2.1 Presentation of the case

Country Mali

Sub-sector Rural Water Supply

Working Title Rural Municipality of Sido: How an emerging rural municipality is trying to manage
local services on its territory

Central Question How to expand a successful pilot experience (scaling-up) by setting up inter-
communal support structures and mechanisms?

Project Municipality (municipal council & population) with the technical and financial

Organisation support of partners

Stakeholders Municipal council, population, NGOs, Centre for Communal Advice, National

Agency for Communal Investments, donor agencies

a) Decentralisation Context and the Water & Sanitation Sector

In 1995, the legal basis for the creation of sub-national entities was established in Mali. In 2002,
the Mali Government signed a law supporting the transfer of competences from the central state
to the sub-national entities for three key sectors: Health, Education and Water. The
responsibility for water and sanitation services is located at three decentralised levels
(communal, district, region), all endowed with financial autonomy and the right to associate in
the organisation of sector activities and in the management of collective provision of water
services.

The following three main steps shaped the decentralisation process in Mali:
= 1993: The main legislative texts and essential regulations to implement decentralisation
were adopted;

= 1995: The legal basis was established for the elaboration of the territorial governance code,
defining different levels of collective authority in the country;

= 2002: A law was passed allowing the “transfer of competencies” from the central authorities
to the ‘territorial collectivities’ in three key sectors: Health, Education, Water & Sanitation
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