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Fage 1
0. INTRODUCTTION
0.01 An informal comsultation was held at the Headquartere of the World Health

Urganization (WHO} in Geneva, from 18 to 22 November 1985, on Institutional Development in
Community Water Supply and Sanitation (CWS)}. The recommendations of the consulrarien ware
published by WHO in March 1986 under the ritle : "Imstitutional Development in Community
Water Supply and Sanitation : Report of an Informal Consultation, Geneva, 18-22 November
1985" (WHO/CWS/86.4). This report (Abstracts in Annexes I and III) has provided a broad
basis for the elaboration of proposals and recommendations on selecred aspects of
institutional development in CWS which are the subjeet of the present review. Annex II
provides a list of other documents which have been used in the various chapters,

0.02 The approaches of the International Drinking Water Supply and Sanitarion Decade
(1DWSSD) emphasize complementarity of water supply and sanitation, precedence to be given to
underserved populations, gelf-reliant and gelf-sustaiaing action, socially relevant systems,
commeaity involvement, and assoclation of CWS with programmes in related SEecLors,
particularly Primary Health Care (FHC), In many countries, the opresent structural
arrangements are not oriented towards the implementation of these approaches: different
agencles deal with water supply and saaitation respectively, and do not adequately coordinate
their efforts; water utilities operating urban systems continue ro glve precedence to the
more privileged population groups; agencles remaln centralized and therefere development
continues to be based on government plaus rather than community objectives, self-reliance is
not sufficiently enhanced, new installations do not correspond to people's needs and means,
and community juvelvement remains a subject of official pelicy statemeuts rather than a
common feature in CWS projects. Besides, the present structures do not provide for easy
coordinarion and association of CWS with related sectors, particularly with PHC; the health
education, human resources development, and imstitutional strengthening components of PHC
programmes are not sufficiently used to foster CWS development. The mechanisms which are
studied in this report are those which allow vertical (from central to local) and horizontal
{intersectoral) eooperation, They have been broadly designated as decentralizarion,
coordination and other transfers of resources (funds, people's participation, manpower,
technology).

0.a3 The main objectives of this paper are to provide a description of some achievemernts
and an agsessment of progress in the area of iastitution building/strenghtening in CWS, and
to describe major i1ssues and alternative developmeat schemes, TFor training purposes, the
paper has been subdivided according to the major issues commonly encountered in Institutional
Development ;

= adoption of a methodology for assessment of the present situation and implementation of
requirad improvements,

- gpecial problems encountered In planning Institutional Development in an IDWSSD context,
~ identification of major constraints in Decade implementation,

= design of a decentralized CWS administration,

= resources transferg,

— 1intergectoral cooperation and coerdination,

- community motivation and involvement,

—  human resources development,
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1. METHODOLOGY FOR INSTITUTIONAL REVIEWS
1.01 Most institutional improvements are based on performance assessments which should be

undertaken sectorwide, The main steps to be follewed in an Institutional analysis and in
interventions designed to improve the institutional framework of CWS are described in Annex
IV, Tables I through IX, The Community Water 3upply and Sanitatioun sector 1s the part of the
national economy which includes all structures, mechaoisms and transactions related te the
supply of water for domestie, industrial and munjcipal usa, and the sanitary collection and
disposal of wastes, The econstraints which hanper the developument of this secror are
important f{n both wrban and rural areas; they are egpecially serious in the rapidly
expanding suburbs of large agglomerations, although these often benefit from the services of
well strucstured institutions. They are perhaps more difficult to overcome in the rural
sub~gector, which in most countries comprises thousands of villages and hamlets, and which
rarely has an adequate Institutional framework.

1.02 The ptocess of institutional dJdevelopment (Annex IV, Table 1) satarcs from an
aszessment of the vesources and performance of existing institutions. Because of multiple
interventions of agencies from different sectors in community water supply and sanitation,
gither as providers or benaeficiaries, this evaluation cannot be over-simplified. It requires
a good knowledge of the country's administrative structures as well as of the sector itself
a2 rapld SECTOR REVIEW is generally warranted to describe the structures, mechanisms and
trangactlons which exist within the sector, and between community water supply and sanitation
and other sectors of the economy. According to the characreristics of the country or service
area, and the quality of already available informatlion, the time needed for this review
(whieh is not a full seector study) may vary from one toe twe weeks, or more. The team in
charge normally consists of a sanitary engineer and an economist/ financial analyst,
preferably national sector officials. The services of a national official with good
knowledge of the country's administrative organization are of great value at this stage to
prepare for the assessment of the sector's iunstituetions,

1.03 hile the sector review should as much as possible be carried out by national staff,
the intervention of independent (foreign) specialists is usually advisable at the stage of
INSTITUTIONAL ASSESSMENT, as this includes an evaluation of performance {based on selected
indicators = Annex IV, Tables IT and III) which may not be favourable to some of the parties
concerned., However, in order to minimize the personal involvement of outside speclalists and
their costs, data collection tasks should be guided rather than executed by them. An
institutional development study should therefore start with a REGCONNAISSANCE MISSION, which
should prepare a SECTOR BRIEF (based om the sector review), TERMS OF REFERENCE for the data
collection team (to be organized and adequately briefed) and an outline of the institutiomal
agsessment PROCESS (Lo be submitted to national authorities for approval). This wmiasion
should preferably be carried out by the institutional development specialist whe will later
be responsible for performance evaluation., It may last from one to two weeks; the sector
brief should specify those development constraints which probably can be attributed Lo
institutional weaknesses (Annex IV, Table IV).

1.04 Although the institutional assessment 1itself is an inter—disciplinaxy task, it may
not require several outside experts of distiner disciplines. The most important requirement
is that one {independent institutionzl development speclalist take responsibllity for the
overall PERFORMANCE EVALUATION: he can be assisted in this rask by national or forelgn
spacialicts of the varlous diseiplines. The evaluation may take from twoe to four weeks, and
usually leads to the preparation of a short ISSUES PAPER showing the main shortcomings of the
existing inatitutional framework, their probable outcomes, some tentative criteria for
realignment {Annex IV, Tables V, VI and VII), and recommendations for immediate measures as
well as more in—depth studies designed for the removal of general and speclific constraints.
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The SUBMISSION of this document to national authorities anmd their DECISION TO PROCEED with an
ovarall institutional development programme, or with specifiec studles, represent essential
phases In the general process, One to twe additional weeks in the country will probably be
required to obtain coafirmation of this decision and submit more detailed proposals for
implementation.

1.03 Whether the government has decided in favour of an overall institutional development
programme with leng-term improvement objectives, or specific studies and actions aimed at the
removal of some of the identified constraints, these decisions mark the initiation of an
OVERALL INSTITUTIONAL DEVELOPMENT PROCESS, because of the close relationship between the
various fuuctions within an organization, and therefore of the corvesponding interventioas
(Annex IV, Tables VIII and IX). An INTER-DISCIPLINARY and PARTICIPATORY approach will
generally be vequited. It should be inter-disciplinary in order to ensure For instance that
improvements in financial management do not result in HED or technical constrainks; 1t
should be participatory in order to enhance the development of the agency, and to ensure that
national expertige will be available in thoss areas which are iafluenced by the interventions
of foreign personnel. This again requires the creation of a team of specialists of various
dis¢iplines, combining natieonal and forelgn expertise, The ereation of this ream constitutes
the first step of the Institutional study itself, and it should be considered as a preamble
to any future activity, It wusuwally vequires little time in the field, as the national
members will have been identified during the assessment phage,

1.06 The following specific ianterventions have been carried out in several countries,
with or without external support:

— evaluation ¢f alternative institutional arrangements;

= ipstitutional framework for water supply in urban poor areas;

— utilization of the concept of project replicabiliry for planning institurional
development in CWS;

~ finanelal studies {(e.g. tariff structures, development funds)

In many Latin American countries, the process of Institutional assessment and development
is particularly advanced, and full uge is made of a comprehensive participatory approach, as
described in publications of WHO/AMRO on institutiemal development. This approach has been
the subject of consultations with AMRO staff and is used in several sections of the preszent
document.
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2. PLANNING INSTITUTIONAL DEVELOFMENT IN AN IDWSSD CONTEXT

Specificity of IDWSSD (Decade, 1981-1990) Programmes

2.01 National development plans prepared for the Decade indicate Investment needs which
in most cases exceed the implementation capacity of the responsible agencies, Fallutes to
adapt the conventional institutiomal framework of CWS to wnew approaches, errongous
interpretations of stated objectives, and conservative attitudes of planning and project
preparation specialists are the main reasous for this situation, which it seems valn to blame
on the reserve of financimg agencies.

2.02 The institutional, econowmic and financial feasibility of Decade programmes,
particularly those concerning CWS for urban poor and rural areas, is too often compared to
that of conventional urban water supply projects. IDWSSD approaches are primarily
"qualitative”™, meaning that preference is givem to improvements as oppesed to new works; the
action is “community-based”, wmeaning that reliance ig placed on resources and efforts of
intended beneficiaries; development is “incremental”, wmeaning that It proceeds gradwally, by
stepa, and efforts are made to avold massive investment. As a result of implementing these
various concepts and methods, the present cost price of future Investment 1s comparatively
low. Besides, the cost of a project is by 1tself one of its benefits, 1f it makes use of
national rasources which might otherwise remain idle.

A changing frame

2.03 Decade programmes are executed 4in an intersectoral coantext, and favour the
development of support activities, particularly at the level of public health agencies; this
tends to reinforce those govermment bodies which usuwally have less tesources than those
respongible for the development of infrastructures, CWS uses resources from related sectors,
on which the i{mplementation of Decade projects has beneficlal effeets, It is therefore
prabably wrong to apply exclusively those criteria which are specific te¢ the water supply and
sanitation sector, or even to the whole of Primary Health Care (PHC), when appralsing Decade
plang, programmes and projects.

2,04 The above, however, does not imply that the appraisal critervia.ghould be less strict
for this type of development activities; they should simply be different, which requires the
study and {implementatlion of new project preparation methods, The enforcement of strict
appraisal criteria leads to beneficial insritutional, legal and financial reforms, which may
not have been undertaken in the absence of concrete projects. The criterion of finaneial
autonomy gshould probably be further reinforced for urban programmes, particularly in water
supply. It has been shown that this sub—sector can, in most cases, develop In good
conditions of financial equilibrium, without need for subsidies; this is alse true for the
urban poor areas, if they have the benefits of inditect subsidization through differentlal
rariffs, Where financial autonomy has not been achieved in urban areas, the development of
rural water supply and sanitation can be postponed indefiunitely; ian many countries, this can
jeopardize the result of efforts made towards the attainment of the Decade objective of Water
and Sanitation for All,

Concept of Feasihility

2.05 When applied to plans, programmes and projects elaborated in preparation for
construction and operation of new works, the concept of feasibllity is an exact synonym of
viability, which is literally defined as “"the capability of maintaining 1ife". Techniecal
elements have been assembled in order to cteate an embrye corresponding te specific ¢riteria;
however, this embryc can only develop and survive if its existence is justified, 1f 1t has
access to resources, and If there are mechanisms to ensure fts equilibrium with ILts
environment. Those plans, programmes and projects which meet these conditions ave considered
feasible, and therefore they can be of interest to agencies which are likely to participate
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in their implementation; a plan, programme or project, even though tachaically sound, canaot
be feasible if it does not correspond to an actwal need, if it cannot be expected that
sufficient resources will be made available to ensure its peresniality, or if it is so
mismanaged that it resulrs in waste. In these cases, the outcome of all preinvestment work
will be a ner loss,

2.06 The confusion hetween feagibility in general, and F£inancial feasibility, is
frequent, because the financial constraint is the easiest to identify, The removal of this
constraint may not by itself be gufficlent to ensure the feasibility of a development
effort, In geveral Sahelian countries for instance, progress in the construction of latrines
in rural areas can be slower than that of rural water supply, although the latter is much
more costly, This is generally due to difficulties in construction, lack of adeguate
institutional framework, or insufficient government commitment to sanitation which is often
given lower priority than water supply, as the latter is easier to justify in economic terms
lIn national development plans,

2,07 Constraints related to Inadequate human resources development cause frequent delays
in the implewmentation of projects which could be financed. This applies in particular to
those programmes which rely heavily on community involvement, which constitutes ooe of the
fundamental approaches of the Decade, but requires the mobilization of considerable resources
for the training of community workers and promotion and mid-management personnel, Glven its
speclific technical characteristics, the feasibility of a Decade project depends therefore on
the iastitution in charge of the construction, operation and maintenance of ths works,
particularly on 1ts equipment and pergonmel resources, This is at least as important as the
relationship between income and expenditures related to the service improvement corresponding
to the project, or the ¢ost-benefit ratioc as seea in & national economic context,

2.08 Afrer ensuring that a plan, programme or project is technically sound, its
institutional, financial, economic and legal feasibility should be checked, In order to
avoid unwarranted and useless expenditures in pre~invesiment work, this type of pre-appraisal
should take place at each stage of the project or planning cyele. It is also desirable to
obtain from narional and foreign financing agencies a clear definition of the criteria which
they intend te use for accepting ot rejecting specific programmes,

2,09 Water supply and sanitation projects, especially in the rural sub-sector are
particularly complex. In most cases, they invelve sevaral sectors and ministerial agencies,
ag well as numerous private and semi-public bodies: their construction costs are often
uncertain, and their operational income is even less predictable; finally, their economic
justification is in most cases based on an evaluation of their cost/benefit ratio. While
economic and finaneial costs can be evaluated with some degree of realism, it 1is nearly
impossible to forecast benefits, particularly as regards public health., A frequently adopted
hypothesis is that the product of a project can be represented by the financial receipts
resulting from the operation of the new works; this 1s questionable in urbam areas, and in
most cases irrealistic in rural areas, in the absence of water or samitation tariffe,

Concept of Development

2.10 In water supply and sanitation, the concept of development has evolved in the
framework of Decade approaches. Its previous definition corresponded for most countries to a
continuous  extensfion of service areas, which would be achieved through graduoal
deconcentration of structures and resources, so that coverage would be extended from capital
cities to medium—size towns, then to the larger rural agglomerations, then to the small
villages, to the hamlets, and at last to dispersed populatiocas. Although logical, this
conception has proved difficult to apply to CWS in many developing countries., It dees not
adequately account for the growth of urban demand, the extension of urban poor districts, and
the constant rehabilitration needs of existing facilities, which result in most urban systems
having a life expectancy of at best two decades. The design period cauntiously adopted by
consulting engineers in master planning rarely exceeds twenty years, even though the
facilities are likely to ba operated over a longer period.
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2,11 At the time when the sector is prepared for service extensions towards rural areas,
rehabilitation and extension works are redquired in urban sgystems, the costz of which are
further increased by the need for used water collection and disposal facilitles, and by the
running deficilts of public utilities. These are often subsidized toe such an extent thar 1t
bacomes diffficult for government to reserve funds for service extensions towards rural
areas, Such extensions, if they take place, are often disorganized as a result of lack of
adequate structures, insufficient human resources, inappropriate technology, and lack of
training and health education of the beneficiaries; the methods used are often conventional
and costly, and while it 1is difffcult to evaluate positive results, each error is the subject
of much publicity,

2,12 One of the results of povernment commitment to the Decade objectives has been in
many countries the simultaneous undertaking of urban and rural development programmes, which
requires an immediate transfer of government resources from towns to villages. At the same
time, the limits of the decentralisation potential of the traditional sector agencles appear
more clearly, both in terms of resources and logistics, The role of "peripheral”™ units, 1.e.
communities, has been emphasized. They should be involved at every stage of the project
cycle, and operate and maintain their facilities with their own rescurces, They should alseo
have access to suppoert structures, which often cannot be those of the traditional asector
agencies; the absence or insufficiency of such structures create difficult problems,
requiring an intersectoral approach which until now has been undertaken in a few countries
only.

2.13 The above s=suggests that CWS development, and the feasibility of CWS plans,
programmes and projects are largely dependent on the development of CWS instltutions and on
the organizational, managerial, filnancilal and legal (OMFL) characteristics of the CW3 sector
as a whole. Further details on planning institutional development are provided below.

Institutional Feasibility of TIDWSSD Programmes

2.14 The Iinstitutional framework of the sector 1z zo complex that fr is adviszable to
start its review with a general profile, which will show the type of Ainvolvement and
respective reaponsibilities of the wvarious agencies concerned, as well as possible
overlappings, Matrices arve commonly uvszed in this type of analysis, e.g. responsibilities and
activities can he indicated in rows while entries in columms represent agencies involved in
water supply and sanitatlion resgpectively. In the context of a sector planning study, matrix
representations will show development constraints caused either by Lhe lack of adequate
gtructures for specific activities in specific sub-sectors, or the mnultiplicity and
overlaping of agencies in other sub—sectors,

Organization

2.15 The "WHAT - WHO" matrix, which ideatifiles sector roles in rows and agencies which
fulfil these roles in columns, can be usefully supplemented by other distribution matrices.
Thus, a wmatrix "WHO -~ WHO" will illustrate the hierarchical structure and coordination

mechanisms, while a matrix “WHAT - WHAT" will show the sequence of effects of interventions
of sector agencies,
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2.16 When starting a programme or project, it i3 advisable to envisage the institutional
framework as a whole, ineluding techmical and support agencies, and also to analyse in detail
the structures and operational mechanisms of the agency which will be rezponsible for the
execution of the project. The inventory of human and finaneial resources ig particularly
important in this comtext. In nearly all cases, the financial viability is studied in
detail, at least for the first implementation phase. In urban warter supply and sanitation,
financial analysis wuses comparatively precise instruments, methods and criteria, while
economic justificatiom is wmore iamportant for rural areas, for which the instruments and dara
required for financial analysis are often lacking. Dacta available for analysing and
projecting human resources development are often insufficient, both in quantitactive and
qualitative terms. Training vresources and facilities are gsometimes well known, but the
results of HRD activities are rarely evaluated in the long term,

2,17 In those sectors which are following a deconcentration process, as is the case in
water supply and sanitation, recently trained mid-management staff and high-level
professionals are oftem reluctant to be stationed outside the capital eity; while the
creation of a number of deconcentrated structures, with the required staffing, and the
corresponding tralning facilities, may have been accurately planned, it iz not certain that
the vacancies will be filled, Conversely, consilderable efforts have been made in many cases
to train staff, which subsequently could not find employment, as unew posts had not been
created. It is important in this context of emphasize the growing importance of regular
budgets required for sector operation. While the availability of investment funds used to be
the main concern of finaneial planeers, they are currently emphasizing operation and
mzintenance of the facilities, health education of the beneficiaries, promotion of community
participation, quality surveillance, and structures to support community involvement. This
new orientation requires considerable increases of regular budget resources, and should
result In a better utilization and protection of the facilities. The development of human
resources is therefore a fundamental aspect of the institutional viability of water supply
and sanitation projects,

2,18 Another important aspect of the viability of sector institutions is the logistic
aspect, including procurement, storage and transportation wethods. While the corresponding
resources are usywally allocated at the time when the project is constructed, the logistic
support required for the operation and maintenance of the facilities is often neither planned
nor budgeted. What is required here is not only the creation of a permanent working capital,
but alsc and more iImportant the design of systems and the allocation of resourcas required
Eor its optimum utilization. While financial aspects are nearly always examimed in detail,
logistic aspects are often ignored, e.g. funds may have been allocated for the procurement of
spare parts, but the problem of timely transportation to the site may have been overlooked.

Management

2.19 As the wmost important asset to ensure the feasibility of any programme is the
qualiry of its wanagement, the personality of the managers of the various agencies ifnvolved
1s of particular importance. The adage according to which nobody is irreplaceable iz
sometimes wrong in public service, and very often does not apply to water supply and
sanitation, particularly in rural areas. The recruitment of qualified and motivated
personuel seems more difficult im this sub-sector than in many others. Im urban areas, there
exigt water supply agencies which enjoy financial autonomy; their salaries are often not
subject to alignment with those of the public service. This situation is rare in rural water
supply or in the sanitatian sub-sector in general. Staff in these services are often
insuffieiently remunerated, they can be transferred in the coutext of decentralization
programmes, and their professional wmerits are often unknown, even at a high level in
hievarchy, so that their chances of social promotion and their personal satisfaction are
limited. At all levels of management and execution, employees' motivation in this sector
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geems to be related to their own professional and social conscience, rvather than their
vemuneration and chances of promotion, It is therefore nearly impossible to influence
smployees’ behaviour, other than by exception te correct the most visible inequalities or
inequities at lower levels, and to encourage 25 much as possible the recrultment at key
management posts of the wmost motivated and capable Individuals.

Laws and Regulaticns

2.20 The viability of plans, programmes and projects, and of the institutfons which
concelve and execute them, 1s subject to the existence of an appropriate legal framework. In
many countries, the lack of such a statutory and regulatory Instrument is currently seen as a
major constraint, Thus, among the numerous IDWSSD National Action Committees, few have had
their prerogatrives and responsibilities formalized by law. Similarly, nationmal plans
elaborated for the Decade can only be enforced if they are incorporated im full in the
national development plans.

2,21 A number of eountries are currently preparing codes to regulate the use of water
respurces in general, covering the problems of developmeat, rights and priorities of use,
qualitative protection, quantitative conservation, and allocation of rights and
responsibiliries for intervention at each stage of the water gyele. The share of drinking
water supply and sanitation should be the subject of numerous provisions im the framework of
a Water Code, particularly concerning priorities of use, water rights, and qualitative
protection, Besides such general provisions, a2 number of specific rules shouwld exist to
facilitate the operation of a water supply agemcy. This should be capable to maintain,
repalr, and comstruct as required facilities which it is responsible to manage: this implies
that the ageacy should have the benefit of & right te use the rescurce, and alse some rights
of way and temporary or permanent occupation of land, Particular importance should be given
to the commercial aspects of management; a tariff policy for instance can only be implemented
if it is reflected in a legal rext which should specify the structure and progression of the
rates, the right to colleet, and the penalties In cage of default.

2,22 The importance of the lagal aspect of the viability of a project can be illustrated
by the example of Turkey, where the wmultiplicity and ceuwplexity of individuwal rights of use
of the water resource where in the past a serious constraint to the development of rural
water supply; Some twenty years ago, a very large progrssme was undertaken, and one of the
criteria for granting priority to a village was the voluntary abandon of water rights.
Similarly, in many countries where tariff systems have been designed to emsure the perennity
of the resource and of the service, strict regulations have been adopted, and reflected in
legal texts, Finally, the statutes which govern the structures and the operation of sector
ingtitutions are often vague and incomplete; a legal study should be undertasken at the time
when the institutional feasibility of a plan, programme or project is analyzed. In order to
foresee the required measures and regulations as early as possible: changes in legislation
take a long time, and as a result the programme appraisal and Implementation phases may be
postponad,

Privatization

2.23 One of the most controversial legal issues, particularly in urban water supply,
goncerng the frequent cases in which a public utility service Is operated by private or
semi-private agencies, with a view to improving overall efficiency; this objective is not
always attained. Tt is generally difficult te compare two agencies with different legal
status, The most interesting and most current dichotomy is probably between management,
costs and tariffs of a municipal agency on the omne hand, and a private water supply company
on the other hand., Taking into account the characteristics of two agglomerationms and two
water supply systems, the problem is to determine the comparative advantages and drawbacks of
two syetems of management of a service of public Interest; om the one hand a private water
supply company, which can be primarily concerned with efficiency, on the other hand a public
agency, which can be primarily concerned by equity. However, both concerns for efficlency
and equity are usually present, which justifies that these two types of agencles can be made
responzible for the management of a public interest service.
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2,24 For the comparison between these two types of management to be valid, singe they may
result in very different cost prices and tariffs for the same service eriterla, the following
questions should be asked: to which degree of financlal autonomy is each agency committed,
either statutarily, or contractually, or in terms of objectives; what is the ratio of staff
to number of connections Iin each case; what are the preferential conditions in terms of
procurement of raw materials, consumables or equipment; are there tax exemptionz, or free
contributions from other sectors) what are the respective propertions of overheads Lo overall
costsy are there special advantages with regards to bhorrowing and debt servicing; fimally,
what are the respective policies and commitments of the two agencies with regard to
allowances for depreciation and bad debts, and provisions for network extensions.

2.25 Besides these operational data, the balance sheets should also be examined,
particularly the shares of fixed assets and borrowed funds; the forecast of socurces and
applications of funds will determine the liquidity potential of the ageney, but this can be
increased if temporary overdrafts are allowed; it is therefore important to know the level of

: independence to which each agency is committed. Finally, these various indications are only
valid i1f they can be placed in a teal context, It iIs therefore essential te analyze not only
the legal status of each agency, but azlso the characteristics of the agglomeration which isg
served, The main data required are related to the differences of access to the water
resource, density of habitat, length of unetworks in operation, storage required, water
quality criteria and required level of treatment, share of Iadustrial demand, respective
shares of large, intermediate and small consumers, and qualitative and quantitative service
lavels provided.

Finauncial Aspects

)

2,26 The financlal feasibility of a programme or project is normally envisaged in two
different sltuwations. In the first, it is assumed that the project will not be implemented,
and the financlial situation of the responsible agency is analysed on the basis of the results
of its last years of operation, and of financial projections based on imstalled capacity. In
a second situvation, financial projections are made on the basis of improvements corresponding
to the implementation eof the preject, therefore taking inte account the corresponding
additional expenditures and income. In both cases, it is advisable to forecast a realistie
component of community partieipation, either through tariffs, or cthrough volustary
contributions in kind or in cash, or through subsidies, which correspond to an indirect
taxation method. The accounts used in analysing the financial feasibiliry are the balance
sheets, the statements of income and expenditure, and rthe statement of sources and
applications of funds. Data required for forecasting iucome and expenditures include the
complete programme of forthecowing investment, projections of demand and sales, and a
tabulation of dates of maturity and amounts of debt-service for existing and future long-term
payables, The interventlons of government as regards possible subsidies should also be knowa.

2,27 The preparation of sales forecasts requires a complex calculation. The firsk
requirement is that the limits within which water production capacities can Increagse should
be evaluated and projected, as well as the limits within which unaccounted for water, either
not metered or logt, can be decreased. This generally requires master metering as well as
digstribution metering. The number of private connections per consumption category, and the
number of public standposts should be evaluated, and their Ffuture evolution should he
projected, While demand at the public standpost is generally stable, the consumption of a
private connection can increase, and this should be taken into account, Eveatually the
quantitative sales forecast, which precedes the valuation of future income, is the result of
two types of caleculations: a projection of systems extension on the one hand, and a forecast
of consumption per consumer category on the other hand,

2,28 In most cases, the study of the price elasticity of demand is difficult dus to lack
of data, and it does not significsatly affect the growth assumptions. Large consumers have a
nearly iaszlastic demand, as the cost of water accounts for oaly a small share of their total
expenditures; as regards domestle consumers, the coverage of their needs [s so low, and the
price which they are willing te pay to water vendors is so high, that their demand can be
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regarded as inelastiec in the low consumption categories, although household income may be
comparatively low in these population groups. It is therefore in the intermediate
consumplion categovy only that consumers have an actual option of rveducing or increasing
demand as a function of price, amd such changes are generally =mall in proportion of the
whole of their consumption. Besides, this intermediate consumption category tends to
decrease in relation to total urban population in many developing countries, as a result of
the extension of the poorer urban distriets, This accounts for errors in the conception of
some projects: while the price elasticity of individual demand is low, the collactive demand
of a community can be highly responsive to a decreasing trend in the average income of its
members, Thus it ia in most cases erroneocus to use identical growth rates for the populations
of large, intermediate and small consumers. If industry is stagnating, and the number of
wealthy households Increazes slowly, while the category of low-income small consumers
increases very rapldly, the respective growth rates of per capita demand and total population
can evolve In opposite directions.

2,29 The financial feasibility of a project depends at each stage of its development om a
serigs of conditions. While the facilities are under constructrion, it is important to wmake
sure that the total financial resources of the institution, including subsidies, proceeds
from leans and internal cash generation, will cover all costs expressed in current prices,
i.e. including inflation. Durimg this period, the agency makes very important expenditures,
while its income does not increage; it 1s therefore often necessary to obtain the benefit of
a grace period, during which debt-gervice is limited to the payment of interest, Besides,
urban water supply projects, particularly if they require mobilization of surface water, and
urban sewerage projects, arve designed for the construction of facilities which cannot be
constantly redimensioned and reconstrueted, and which are therefore dimensioned to meet the
demand over a long design period, generally from twenty to twenty-five years. As a result,
these faclliitiez are wunder-urilized during rthe firet yearz after they have been
commissioned. Tt is essentially during this period that a project may not he financially
feasible, unless tariffs are such that total income is higher than the breakeven point of
operation, so that a permanent fimancial reserve can be constituted, which will compenszate
for temporary cash deficits.

2,30 During the euntire 1ife of the installations, operation and maintenance costs should
be covered by income from tariffs: the adequacy of water rates, which sometimes include a
provision for rehabilitation and extension of the facilities, is therefore the eseatial
condition for a project to be feasible. A distinction should be made between average tariffs
and tariff structures; average tariffs sghould cover all operation and mailntenance costs
including allowances for depreciation, and interest (but not repayment of principal, which 1=
not recorded in the statement of income and expenditures). The tariff structure should bhe
such that the least privileged part of the population have easy access to safe water at a
ragsonable distance, at a price not exceeding an affordable share, often estimated at three
to five per cent, of the household budget. Also the taviff structure should be such that the
large congumers pay a price cotrresponding to the economic value of water, thereby
compengating all or part of the loss resulting from the service to the small consumers. Iin
this context, the notion of financial feasibility is closely linked to the concepts of
economic feagibhility and justification.

Fconomic Feasibility and Justification

2.31 While the fipancial feasibility of a projecrt is relared to the ratios of operating
income to expenditures on the one hand, and sources to applications of funds on the other
hand, with all entrieg in financial terms at market prices, the economic feasibility of a
project, and its justification, can only be ascertained through a comparison between the
costs and the beneflts of this project to the national econcamy. Among the elements of cost
which are relevant to the datermination of tariffs, it 1{s partlicularly important to take into
account the long~run marginal cost of water. This ¢an be defined as the cost to the economy
as a whole of mobilizing a new resource and operating a aew network, as a result of
insufficient capacity of the exlsting system to meet additional demands in a specific peried,
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2,32 The long~run marginal cost of water can be approximated by dividing the costs of a
development programme by its product. This amounts to dividing the sum of present values of
investment and operation and wmaintenance costs by the volume sold, based on the life
expectancy of the facilities, A close enough approximation is ohtained by considering Lhe
development programme over about ten years, and the 1life dutation of the facilities over 25
years, This calculation provides an estimate of the value of water for the entire economy,
rather than in the resgtricted framework of the sector or of a3 public utilicy. It therefore
requires that the economic costs of a water supply project be evaluated, as they are quite
different from the wmarket wvalues: the foreign exchange component may be under-rated, and in
this case the ratio of actual wvalue to the official rate of exchange is higher than oune for
everything which is imported; as regards the local currency component, the econcmic costs of
logal supplies, materials and equipment generally correspond to market prices, except where
national producticon is encouraged by government subsidization. The economic cost of loecal
labour is generally lower than its market price, as a result of under-employment in many
developing countries.

2.33 All inputs and outputs are discounted at rates which represent the interest that the
capital could produce if it were invested in other activities or sectors, and the consumer's
preference for improvements in water supply (and sanitation) services, as opposed to creation
or expansion of other services. In view of the uncertainty of these varlous parameters, it
1s recommended teoe change the shadow-pricing coefficients and the discount rate in order to
obtain a reliable average wvalue, The sensivity analysis provides a long~run marginal cost
which will be used in the determination of a tariff which should best correspond ro the
requirements of the economy a8 a whole. The cobjective of such a tariff is to provide the
potential consumer with the informarion which he needs In order to decide whether he is going
to incresse his consumption or not. Consumptions will be restricted witheut reason if water
tariffs are Thigher than the Jlong-run marginal cost, and this will result in an
under—utilization of the sector's facilities; if tariffs are lower than long-run marginal
cost, Increases in water consumptions will be encouraged without reason (while the
consumption of other goods will be decreased without reason): costly Iinvestments will have to
be made, while rhey could have heen postponed,

OMFL lmplications

2,34 After having incorporated the long-run marginal cost of water in the tariff
structure, it is essential to envisage the practical, legal and wanagement aspects of the
implementation of the tariff legislation. Some of the main questigns to angwer are the
following: should there be one or several water tariffs nation-wide; should the practice of
providing free water be abolishaed; how can the tariff be revised periodically, based on
inflation and the corresponding revaluation of fixed assets, It is also Important to ensure
that any cash surplus resulting from the new tariff be earmarked exclusively for the economic
objective of the agency, i.e. the extension and maintenance of the Ffacilities which it
apetates.

2,35 The economic justification of plans, programmes and projects is generally based on a
concept of profitability which goes bevond yearly financlal rates of return. It is therefore
important to underline the uncertalnty of economic data concernming costs) the estimates of
potential benefits are even more uncertailn, As regards costs, the shadow pricing
coefficients utilized in the preparation of projections reflect the situation at the time
when the project is appraised, particularly as regards the labour market and the financial
market, especially in relation to foreign currencies. In subsequent years, some countries
are subject to lmportant economic changes; this illustrates the limits of the reliability of
this approach, Besides, the "externalities", i.e. external costs or benefits associated to
the projects, are rarely accounted for: the construction of a water supply systen may for
instance cteate a need for sewetage, which may cost more than the original water project,

2.36 As regards the benefitz of water supply and sanitation, they are generally difficult

o quantify, particularly in terms of health improvements. Due to lack of precise data, the
tendency is to regard as a benefit the c¢reation of resources which often cannot be used: this
is for instance the case of working hours gained in a situation where unemployment prevalls.
It is generally difficult to estimate the cause-effect relationship between the
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extension of water supply and sanitation services and the health and economic benefits which
are assoclated to it. Forvr this reason, there is a tendency, particulatly in urban areas, to
simply compare operational cost and income, omitting those elements which are more difficulc
to quantify, and thereby reducing complex research efforts in economics to the
over—simplified level of financial analysis.

2.37 The existence of an appropriate institutional framework is one of the most important
feasibility ecriteria for Decade projects, particularly in rural areas, During the preceding
decades, satisfactory solutions have been found for urban areas, particularly in water
gupply, which adapts better than =anitation to commercial-type management, by agencies with a
large degree of autonomy. Rural water cgupply and sanitation are almost exclusively dealt
with by communities and governments. Local communities often have very limited resources:
their activity should therefore bhenefit from the support of governmental water supply and
sanitation structures. But very often the decentralization potential of these government
agencies Is limited to a few regional capitals, therefore these agencies are out of reach of
villages and dispersed population, This situation necessitates and justifies an
intersectoral approach, 1.e, in water supply and sanitation, the community should benefit
from the support of those goverament structures which are the most accessible to 1r,
irrespective nf the sector to which they belong. But this approach cannot by 1itself ensure
the successful {mplementation of construction projects or majintenance programmes which
require a technical specialization; it can at best be used for improving the qualitative
gurveillance of water points and sanitation facilities, and the health education of users,
and to promote community participation. Besides, it requires a considerable development of
human resources, including in particular the training in water supply and sanitation
techniques of speclalists of other sectors and community workers.

2.38 In rural areas, the implementation of large censtruction programmes, and thereafter
the operation and maintenance of the works, require not only the support of other gectors,
but also the creation of embryos of water supply and sanitation structures, and theilr gradual
development, to tha level where permanent sector gtructures, accessible to the communities,
become justified. One of the major difficultieg of Decade programmesg ig in fact to create a
development nucleus for water supply and sanitarion structures, in a zone where such
structures are nen-existent. Besides intersectoral actions, non~governmental organizations
can be used to support small units responsible for space— and time-limited programmes, which
have asz one of their essential feasibility eriteria a large potential of extension and
replicability, until the scale of implementation of the programme, associated to projects in
other sectors, particularly public health and agriculrure, requires and justifies the
creation of multi{-gectoral government structures, to which private interest may be asseciated.

2.39 This 1is therefore a true development programme with a predominantly social
character, which concerns the economy as 2 whole, thereby reducing the Iimportance of
feasibility criteria based on strictly financial considerations. Another consequence of this
situation 1s that the appralsal of an isolated project is of little interest. Water supply
and sanitation projects, like probably all primary health care projects, should therefore he
envigaged in a sectoral and intersectoral context, and with the prospect of developing
government structures in support to the communities, where such structures are lacking, The
creation of such development nuclel in the framework of a national land-use plan 1s not the
result of a new strategy; it has been done in many couatries which are now developed, and hag
contributed to their economlc progress. In this context, the Decade appears as an overall
development plan which is certainly justified, subject however to its progressing at pace
with activities of similar importance in other sectors; efforts should also be made in the
more-priviledged urban areas to suppress losses, as these are & nmajor reason for postponing
the development of rural water supply and sanitation,
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3. IDENTIFICATION OF MAJYOR CONSTRAINTS

3.01 During an iaformal consultation held in the WHO Regional Office for South-fast Asia
{SEARO) from 24 to 28 Jume 1985, a number of major constraints were identified, which affect
the community water supply and sanitation sector in many countries and hamper its development
in the context of the IDWSSD. The SEARO consultation goncluded that the present
institutional structure and mode of operation of CWS agencles ave, to some extent,
responsible for the limiratfons in efflciency and effectivensss observed in TDecade
implementation, especially at the rural level. In additien to chronic deficiencies 1in
infrastructure, wanpower and managerial practices, the secter agencies are usually
centralized and have limited outveach in rural and even urban poor areas, Wheve
municipalities or other units of local government are responsible for CWS development, sector
resources, particularly qualified staff, are excessively fragmented. Where the sector is
entirely managed by central governwment agencles, salary scales are aligned on the basis of
public service regulationms, which also results in a lack of flexibility of personnel
structures. Rewards and career developwent prospects are very limited for staff assigned to
positions which are remote from the centre, Careers are also less attractive for staff
engaged in support activities (e.g., health education) than for those who are involved in the
construction of new facilities, The overall institutional weakness of sector agencles in
wany countries is largely the result of inadequate persomnmel policies, CWS agencies often do
not have the orientation capabilities required to involve people as partners ia planning,
implementation and operation and maintemance of schemes. As a result, the full health and
social benefits of CWS projects are rarely attailned.

Limitations in efficiency and effectiveness in Decade implementation

3.02 Many CWS agencies exhibit chronic deficiencies 1a infrastructure, manpower
development and wanagement; they are usually centralized aad have limited outreach te urban
peor and rural areas; they are preoccupied with construction of new facilitles; they often
do mot have the oriemtation and capabilities required to involve people as partners in
planning and implementation; they have a technical bias, overshadowing the socio- econcmic
considerations and the flexibility in the choice of technology options which should prevail
in CW3. There is generally no agency with qualified staff in charge of helping communities
to decide on their priorities and organize their participation in CWS projects.

Gap betrween planners and people

3.03 The goal of the Decade to provide CWS coverage to the largest possible number of
people has been elaborated in National Decade Plans and interpretead by most sector agencles
as a2 mandate to construct as Wwany new systems as possible between 1981 and 1990. TIn this
sccelerated developument, little atteatlon could be paid to the actual wishes of the
communities . The resulting gap between planners and people poses a serious problem: unless
the communities are invelved, and their needs, perceptions, wishes and capabilities are
considered, large lnvestments in efforts and fuads may not result in providing long-lasting
appropriate and self-sustaining systems. Among the senior technoerats, there is also an
apprehension that involvement of comminities could make management difficult. Professional
uncertainty and vested interests are reinforced by some justificarion that comsulting each
community Individually may not be practical, though admittedly the Decade is conceived to
serve the people, not the agencies.

Weak intersectoral collaboration

3.04 The humanitarian goal of the Decade requires the mobilization of all possible
resources and capabilities. Intersectoral collaboratiom has promising prospects to fill the
gap between what is needed and what CWS agencies can provide. Ministries of Health, for
example, are usually more deconcentrated and have the proper orientation and facilities to
engage In health education, community wuwotivation and other hygiene promotion activities at
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village level, Local government and local bodies may be better sulted for community
organization. At centxal level, cooperation with the Ministry of Health, Naticonal Planning
Commissions, the private sector, Industry, ete. may result in streamlining of water supply
and sanitation policles, directives and operations to benefit from other sectors' resources

and capabilities at all levels.

3.05 However, the individual sector institutions have generally been weak and their
programmes have been affected by many problems of their own. At central level, people
sometimes have not been fully convinced of the benefits of intersectoral collaboration. They
have perceived it as unlikely teo ease their difficulties but rather as adding to them. They
have looked at it as an additional unfeasible and burdensome task. Alsce, Inadequate and
unclear regulations and procedures have not protected the staff nor reduced their fear that
they might be charged for the errors of other agencies.

3.06 A great deal of instirutional readjustment bas been required but changes have been
difficult to bring about in only a few govermment agencles, as in any country 2ll must move
in grtep. Lack of adequate funds and other regources as well as lack of proper institutlonal
arrangements have been seen as censtraints to Intersectoral collahoration. One common
mistake has been to concentrate all efforts on the creation of coordimating structures and
mechanisms between government agencies which wish to maintain their independence, instead of
training and empowering the community to draw resources from different sources as required,

Inadequacies in organlzation, management, finance and legislation (OMFL)

3.07 Most sector ageuncies suffer from poor infrastructure, shortage of qualified
manpower, Insufficlent managerial capabilities, and inadequate funding mechanisms and
resources, Also, the lack of clear policies and supporting legislation in respect of
tariffs, resources allocation, quality and other sector Issues cauvses difficulties, Such
shortcomings are gederally country-specific, and within a countyry, agency-specific,
Nenethaless, some general observatlons are highlightad below.

3.08 CWS agencies often use traditional engineering approaches in project design and
implementation; their organizatiomal pattern $s not sueh as to encourage community
involvement and build up community—level competence. There is a naeed to invelve women and
disadvantaged groups to the extent possible within the constralnte of sgpecific cultural
settings. Sector agencies are often not decentralized enough to be able to serve rural
communities, Their outreach is limited; there is little develution of authority. Central
agency staff are generally not willing to work at the levels where water and sanftation
systems have to be built and operated. Strengthening of sector agencies often results in
strengthening theilr central offices only, while leaving the field offices relatively weak to
perform their referral and support functions. Adequate manpower is required In order to
support activities at community level. Finally, central agencies are preocccupied with the
needs of urban areas where investments are large and require sophisticated technical skills.
Yet, urban facllities are often operated at a loss., The financial autonomy of the urbuan
subsector should be regarded as a prerequiszite to CWS development in rural areas, Also,
there are programme areas (e.z., tural sanitation) which are not effectively covered either
by the sector agency otv the community or by any established intersectoral acticn.

3.09 Bureaucratic approaches are often slow and frustrating. Managevial practices need
urgent realignment. Fipaneial management procedures are often archale. The staff need
training and continuing education. Among other general observations on matters of concern,
monitoring and wmanagement information systems are generally absent and need to be
introduced; public relations and information dissemination need attention; organizations
arve hierarchy—consclous and net adequately responsive to emerging situatlons; intrasectotal
coordinatien 1s often morve difficult te achieve than intersectoral collaboration; most
financing agencies are more interested in lending for urban projects than in funding rural
subsectsor programmes, The keywords which summarize the various problem areas of national
institutional development are probably “human resources development”, “devolution”, and
"deconcentration”,"Devolution” requites strengthening of community capabilitfies  and
resources., “Deconcentration™ is only feasible within limirs, beyond which intersectoral
collaboration i3 in many cases essential.
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3.10 In Decade-oriented institutions, the focus of planning and implementation activities
should shiftr from the centre to the community, and the sector agency's role should be that of
& supporting parvtner working closely with the intended beneficlaries. In following a
community=bagsed approach, therefore, the first prierity of Decade-orientad institutions
should be to develop community-based competence. This can be achleved through effective
decentralization of CWS agencies, which would iavolve "deconcentration” of rhe agencies to
the extent feasible for providing the required support to communities and, concurrently, some
"devolution” of authority to communal level to promote community involvement and faprove
efficiency. In some of the countriea where this process is giving good results, some
functions of CWS agencies have remained centralized, e.g., procurement; a gradual
deconcentration process has allowed these agencles te create "field” branches responsible for
support, e.g., provision of spare parts to communities; devolution has occured in the sense
that full authority aand responsibility have been given to the community for specific tasks,
e.g., operation and maintenance of CWS facilities, Community-based development is sometimes
interpreted as implying that all authority and responsibility are at local level: in this
context, it is the community which devolves some of its powers and functions, or discharges
itself to higher levels of tasks which it canunot fulfil by itself,

3.11 Among other essential requirements for establishing a successful community—based
approach are the provision of referral systemz for hack-up support, and intersectoral
collaboration. In the overall development process iavelving central agencles, thelr
deconcentrated wunits and the communities, the following major constraints have heen
identified:

(1) Lack of efficiency and effectiveness of decentralized administrations;

(ii) Difficulties in resources transfars:

(1i1) Lack of coordination;

(iv) Inadequacy of community involvement;
(v} Insuficiencies in human resources development;
(vi) Inadequacy of technology selection and project contents;

General directions for addressing these various constraints are provided in the following
sections.
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4. DESTGN OF A DECENTRALIZED CWS ADPMINISTRATTON

Concepts

4,01 "Decentralization™, ecan occur in  the form of either “devolution” or
“deconcentratien”, or both. T“Deconcentration” means that a central organization extends its

structures as far as cost and logistics permit in order to become less distant from the
communities which it serves. The deconcentration potential of agencies responsible for the
construction of new works or the supply of equipment is generally quire limited because of
constraints related to the high cost and the logistic and physical difficulcy of transfering
materials and equipment to remore areas, and also because of the lower rate of return of
smaller projects; these agencies are often referred to as "hardware” agencies, By contrast
"software” agencies, meaning those which provide education, motivation, promeotion,
gurveillance and evaluation, are much easier to decentralize, essentially because they offer
staff services rather than equipment or supplies, and therefore they can generally be
represented at levels which are closer to the communitcies.

4.02 There exists an area where deconcentrated goverument structures are too thin within
any single sector to fulfil their mandate of helping the communities, and where
"inter-sectoral” actiom, with several complementary or clesely related sectors of the economy
contributing to the realization of a common objective, Iz particulary effective. This ares
extends from the most deconcentrated "hardware” unfit of central government to the level at
which “software" providers atre available to asslst the community. The “area” concept i% net
exclusively related to the distribution of agglomerations in space; rather it is based om
evidence that the grid of administrative sgtryctures, particularly those of hardware
providers, can usually npot ecover all community referral needs, It i1s an area which
communities cannot euter because they are at remote locations, where public utilities are
inoperative due to cost constraints, and where lialsou is required between CWS havdware
providers, and software agencies from other sectors where deconcentration is easler, so that
the gap between central government and the community can be bridged. "Devolution” means that
authority and responsibilities are given by a central iInstiturion to a local organization.
For this process to be effective, some form of clustered strength must exist; this is found
at the level of a "community” or some substitute institutional arrangement which may exlst
between dispersed or nomadic populations (e.g. nomads' informal agreements for use of water
points),

Technical agencies

4.03 The central structure dealing with rural water supply and sanitation is wuwsually
within a rechnical government agency, for instance a Ministry of Public Health or a Public
Works Department, or often a Ministry of Agriculture or Rural Development, These Lhree types
of agencies usually exhibit specific symptoms of weakness: the Minilstry of Public Health
often does not have the respurces required to implement infrastructure works in the larger
villages; the Ministry of Public Works oftem deals with the sector through a public utility,
or a national water authority! these are run on commercial bagses, and therefore there are
Yimits to their decentralization potential; the Ministry of Agriculture gives a large share
of its resources to irvigation, access roads and other projects which have measurable
benefits to the economy, oftem at the expense of rural water supply. Sanitation is neglected,
except for actions of Ministrieg of Health in excrera disposal, A Ministry of Mines and
Energy may also play a role, and in this case drinking water supply is often envisaged within
the context of the overall water resources sector, in which it has a quantitatively low share.

404 Other arms of government which have a significant influence on the sector may be
user Ministries, particularly Industry and Agriculture, and any government agency dealing
with integrated development. Cousumers' representation Is also very important, In countries
at intermediate stages of development, provincial and municipal structures are wusually
complete and multisectoral, so that Minfstries of Interior or Local Government may play an
essential role in community water supply, more rarely in sanitatiom, except for water—borne
sewerage, This institutional framework has proven satisfactory in the case of many devaloped
countries, where {t is often supplemented by the intervention of water basin agencies which
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regulate all water resources, There is 2 dangev, however, that the sector be governed by
political preferences, and have low technical performance and cost efficiency, due to
fragmentation, lack of econcmies of scale, and difficulty in central planning. Fragmentation
of resources and responsibilities within a single sector can be a major constraint to
development. It is often increased as a result of isolated actions of non—governmental
organizations (NGOs); these are usually not adequately represented or coordinated at central
level; in many countries they serve the useful purpose of bridging gaps where government
cannot provide adequate service,

4.05 The decentralized structure is also often organized onm the basis of project units or
reinforced by them: these unlts are small autonomous teams created especially for the purpose
of managing a specific programme or project. They tend to proliferate where there 1s not
enough confidence from technical and f£inancial support agemcies in the capabilities of
national dinstitutioms; as a2 result, the sector becomes excessively fragmented: NGOs
sometimes have a similar fragmentation effect. Whea government finds that project units or
NGO= are no longer under countrol, it tends to reinforce the central agency so that it can
play its full role and not be superseded by fragmented interests, This reinforcement ig
generally costly and often politically difficult. It seems preferable to start from a central
structure and reinforce it through projects which it implements by itself, with the help of
well controlled project units and NGOs as required. These can subsaquently be organized in
permanent structures (as programmes expand through replicable projects) which bridge the gap
between central agencies and communities.

Support agencies

4.06 The main support agencies are usually the Ministries of Planning, Health, Finance,
Interior, Community Development and Education. In some countries, however, one of these
ministries fulfils in faet a leadership role, often exercised through a natiomal development
bank or fund. As plaoning and support activities may be more fmportant in rural areas than
the direct provision of infrastructure, the agency which -plans sector development can
establish criteria, implemeut development and womitoring systems, organize sector financing
for comstruction and sometimes operatlon and wmaintemance activities, and evaluate results,
Although it should normally be limited to support fuactions, it therefore may play the most
important role in the sector.

4,07 With few exceptions, support agencies have little prestige amomg CWS ptoviders, Thae
importance of thelr role is however amply demonstrated by numerous examples of failures to
actually extend coverage or improve levels of service by CWS agancies alone., In the last
fifteen years, sector investments for the provision of hardware (essentially construction of
new facilities) have considerably increased in real terms, while resources allocated to
operation and maintenance Iin many cases did aot increase, even at current prices. As to the
software agencles responsible for health education, promotion of community invoelvement or
water quality surveillance, it was very rare to see their recurrent expenditures increase in
support of the development of the CWS sector, In some cases, they did not even have a clear
mandate to strengthen this support, which CWS hardware agencles undertook to provide by
themselves. As a rasult, wmany recently constructed installatioms fell dinte disrepair,
quantitative improvements were often achieved at the expense of quality and reliability of
the service; due to the low level of involvement of communities, hardware agencles often
experienced the frustration of providing costly equipment which either did not correspond to
a perceived need or could not be adequately maintained, Thig continues to be one of the most
serious coustraints to CWS development during the present dacade.

4,08 There is wsually a need for an agency (or a group of agencles) in charge of
providing the software services required to ensure efficiency and effectiveness in the
provision and subsequent care of hardware. In order to attract qualified staff, such an
agency should offer caveer developwent opportunities and have szoms leverage vis—d-—vis
conventional public utilities, particularly in terms of planning, decision-making and
resources allecatiou. Ministries of Public Health For instance should be consulted on
priorities in planning CWS development, but this is rarely done. Where they ecould play an
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active role in health education, prowmotion of community involvement and water quality
gurveilliance, their human and financial resources are generally insufficient, and they also
have other needs and priorities in other areas of Primary Health Care (PHC), which they
sometimes regard as more dilrectly ralevant to thelr mandate than CWS.

Coordinating azencies
4,09 Because of sector Eragmentation, the role of central coordinating agencies 1is

essential. Tt was one of the first findings of IDWSSD promoters that before cowmprehensive
sector programmes could be planned, A&t was necessary to create a structure including
reprasentation of all agencies active in water supply and sanitation. This has frequently
taken the form of a National Action Committee (NAC), wsually with representation of the
Ministrles of Planning and Health and the trechnical ministries directly finvelved in the
provision of CWS services. As fragmentation also exists among foreign agencies which have
technical and financial support activities in the seetor, it was found equally desirable to
create another Decade structure, designated as the Technical Support Team (TST). In the
overall coordinating structure fucluding NACs and T5Ts, the UNDP Resident Representative
(RRUNDP} acta as focal point for the IDWSSD.

4,10 In several countries, these arrangements have not yet fulfilled thelr purpose. While
the creation of NACs often proved successful in pooling sector respensibilities and
activities, one of the main outcowes belng the preparation of Natienal Decade Plans, foreign
agencles sometimes did not succeed in thelir efforts to cooperate within T3Ts. The role of the
RR/UNDP as focal point is difficult because of numerous and possibly conflicting Intervests
among closely related sectors represented In the NAC, or insufficient dialogue hetween the
NAC and the TST, and because the RRUNDP does not have the offfcial mandate or the resources
required to actually coordinate the actioms of all forelgn agencies. Most Decade Plans
require hodgets which far exceed anticipated resources, and it is therefore desirable that
well programued actions be presented by ona central coordinating agency. The development of
NACs should be encouraged, essentially because of the iIntersectoral character of rural water
supply and sanitation.

4.11 A major conastraint which has been hampering the work and progress of NACe 1s that
they often do not have well defined legal status and procedures (ref. 2.20); there 1is also
generally no legal or informal arrangement to ensure that decisions made by the NAC will be
reflected in the Nationmal Plan or in the country programmes of external agencies. This
altuation can be improved If the NAC is chaired by a representative of the Ministry of
Planning rather than by an offictal of a technical uinistry., NACs should ala¢ be provided
with the resources reaquired for their operation, on a permanent tather than cccasional basis.
As to the T3Ts, they can be useful if effective cooperation can be obtained from all foreign
agencles; this, however, iz often not the case.

4,12 Although Decade promoters claim the merits of community-based approaches, IDWSSD
coordination structures and mechanisms such ag the NAC, the TST anmd other inter—agency or
intersectoral artangements seem to have falled to meet the requirements of communiries or
even to involve them, and this may bs a major reason for their slow progress. A reversal of
the present trend may be warranted: rather than trying to reconcile the diverging interests
of central agencies, some support could be provided to communities to enable them to better
define thelr prierities, know from which agency they can obtain the required resources, and
eventually force coordination to happen at higher levels. This would be more consistent with
the so-called "bottem—up” approach, and could eventually result in increased recognition and
more effactive role of NACs, TS3Ts and other intersectoral coordinating structures.

Common features in the design of CWS structures

4.13 Institutional development patterns which are common to the Daecade strategles of most
governments correspond to choices based on criteria which the natienal autherities use to
ensure that the insritutional arrangements for water supply and sanitation are (i)
Decade-oriented, {(11) economically sound, (i1i11) comveniently integrated, (1iv) sufficlently
decentralized, (v) easy to implement, (vi) intersectoral, and (vii) feasible. These seven
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criteria are described in more detail in Annex III (Country presentations A te E, and common
design features in section F),

Criteria for design

(1)

{(ii)

(iii)

(iv)

(v}

(vi)

(wii)

THE STRUCTURE SHOULD BE CONSISTENT WITH THE APPROACHES
OF THE DECADE; THESE HAVE IMPLICATIONS ON SECTOR
TRANSFERS

THE  STRUCTURE SHOULD ALSO BE  CONSISTENT WITH
SECTOR-SPECIFIC CRITERTA, SUCH AS FULFILMENT OF
ESSENTIAL NEEDS, FINANCIAL EQUILYBRIUM OF THE AGENCY,
AND CONSERVATION OF THE WATER RESOURCE;

AN OPTIMUM LEVEL OF INTEGRATION SHOULD BE FOUND
BECAUSE WHILE EXCESSIVE FRAGMENTATION IS A RISK, THE
POOLING OF ALL RESQURCES AND RESFONSIBILITIES WITHIN
ONE AGENCY MAY HAMPER THE DEVELOPMENT QF
MULTI-SECTORAL PROGRAMMES AND THE SUCCESS OF THE
INTERSECTORAL APPROACH;

AN OPTIMUM LEVEL OF DECENTRALIZATION SHOULD BE FOUND;
THIS WILL VARY BETWEEN COUNTRIES AND THE STRENGTH OF
DECENTRALIZED UNITS OF OTHER SECTORS OF GOVERNMENT;
COUNTRY PROFILES SHOULD BE PREPARED TO GUIDE THE
DECTSION-MAKER ;

AN OPTIMUM ARRANGEMENT SHOULD BE FOUND TO FACILITATE
THE FLOW OF RESOURCES LIKE FUNDS, MANPOWER, MATERIALS
AND EQUIPMENT FROM CENTRAL TO LOCAL LEVELS;

THE STRUCTURE SHOULD BE SUCH A8 TO ALLOW FOR
INTEGRATION OF THE WATER SUPPLY AND SANITATION SEGTOR
WITH OTHER ELEMENTS OF PRIMARY HEALTH CARE,
PARTICULARLY IN RURAL AREAS;

AN OPTIMUM SOQLUTION SHOULD BE FOUND TO FACILITATE THE
TRANSITION FROM EXISTING TO NEW OR  IMPROVED
INSTITUTIONAL ARRANGEMENTS.
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3. RESOURCES TRANSFERS IN A DECENTRALIZED CWS ADMINISTRATION

General approach

3,01 Most of the governments which are committed to the attalament of Decade goals tend
to promote the development of self-gustained, performance-oriented natlonal institutions
responsible for water supply and sanitation; this requires the design of arrangements to
bridge the gap between the limited service which conventional public utilities can provide
and the IDWSSD humanitarian goals. Because of resources limitatioms aad logistic
difficulties, action will often be directed towards minimum required qualitative improvements
of traditional supplies and disposal means, in the absence of public hardware service, rather
than impressive new lnstallations benefitting only & few; development will also be gradual
rather than massive, and it will always be at local level. Im this context, the Decade is
often referred to as an “incremental, gqualitative, and community-kased” actlon plan.
Decentralization can be organized in line with this Decade apprevach. Decisions on nmode and
extent of decentralization are generally based on exparience of country situations as well as
on some more general assumptions. There are some limitations to the process as illustrated
below.

Agsumptions

5.02 Decentralization takes wvarlous forms according to topographic, e¢limatic and
demographic conditioms, amd such physical and human characteristics often play an Important
role in the need for decentralization and its success.

5.03 While the limits of decentralization are country-specific, some generalization can
be drawn from types of popularion distribution and administrative organization, and {t can be
assumed that these characteristics predetermine the decentralizatlon potential of water
supply and sanltation agencies.

5.04 While central CWS agencies have known limits to thelr decentralization potential,
software providers such as Ministries of Health or Interior are usually more daconcentrated,
because they must be located close to the communities. Integration of water supply and
sanltation with other elements of PHC can serve as support to the deceatralization process of
CWS institutions, particularly ia rural areas,

3.05 Devolution of authority and responsibility to self-relfant community structures with
gupport from software providers 1s probably the most effective arramgement to foster
development im most countries, It requires important recurrent budget increases.

5.06 In many instances even though decentralization of water supply and sanitation
institutions takes place, there is little dincrease 1n actual sgpending for the rural
sub-sector. While the attention of Decade promoters is ecurrently focused on rural CWS,
financial autonomy should at least be achieved 1in the wurban sub—-sector, bhefore
decentralization can be effective iIn extending coverage of rural needs: this requires a
strong government commitment.

Limitations

5.07 Deconcentration of hardware providers is particularly difficult, as the general
acarcity of resources is compounded by logistic counstraints, There appears to be a limit
beyond which construction (if dome by the central agency) operation and maintenance unit
costs become so high as to offset the potential benefits of the process,

5.08 Some countries have adopted a central Fund arrangement to channel surplus funds from
urban to rural areas; however, the possibilities of generating a substantial surplus for
crogg=subsidies are limited, and the costs of decentralized structures may exceed the amounte
tranaferred,
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5.09 As a result of transfer of financial and other resources by cross—subsidy from urban
to rural areas, utban consumers' contributions may become . excessively high; alternatively,

urban tariffs cannot be raised and the water agancy may be in danger of loosing its financial
autonomy.

5,10 In countries which have developed strong local or regiomal government, municipal or
provincial agencies often comstruet and operate water supply asnd sanitation imstallations,
Deconcentration may be difficult or useless 1f the central agency overlaps in some of its
roles with strong regional or loeal agencies,

5,11 In most of the least developed countries, deconcentratlen is very limited in all
sectors, because of lack of support and contact structures suech as provided by provincial
capitals or reglonal development centres. This affects the decentralizarion potential of CWS
agencies,

Financial aspects

5.12 In rural and urban poor areas of developing countries, it is commonly recognized
that internal fund generation from water rates is at best barely sufficient to cover the
recurrenl c¢osts of the service. In the more privileged districts of rhe lavger cirtiasg,
tariffs can usually provide the resources required to cover both capital and operationm and
maintenance costs, and sometimes generate a surplus for sarvice improvement or extension to
less favoured areas.

5.13 Investment jm CWS may proceed in several ways. It can be by massive lump-sum
capital outlays, with lengthy design periods during which new works ara mostly utilized at
less than full capacity., This is for Iinstance the case when, for lack of an alternative
source, distant surface waters must be treated for the supply of a large town, as it is often
impraticable te phase the development of a long trunk main or of some elements of a treatmeut
plant. In other situations the investmeat curve may be smooth, proceeding hy swmall
Increments, each of which is meant to meet a segment of demand as ir grows: this 1is often

the case of groundwater supplies through well fields for neighbouring urban districts or
villages,

5.14 A combination of both patterns is found in many instances, particularly in urban
water systems which are operated at full capacity. Tn the common situation of continuing
demand growth, the price to pay for such systems to expand further, i.e., the lomg run
marginal cost of water, may be very high in the case of distant pelluted surface sources,
Groundwater sources will usually be preferred, so that the investment curve can become as
exactly adjusted as possible to the demand growth curve. 1In all cases the difficulty of

matching supply and demand Increases over time, as demand continues to expand, costs are
inflated, and water resoutrces are gradually depleted.

Transfer of resources; The revolving fund model

5.15 As there will always be a need for construction of new works and rehabilitation and
replacement of existing ones, it is aun admitted principle of sound financial management to
provide in advance for the corresponding expenditures. In strict accounting terms this means
recording allowances for depreciation of fixed assets, so that thaey can be renewed as needed,
and generation of a surplus, usually expressed as a rate of returs on fixed assats in
operaticu, which corresponds to the need for expansion of existing systems, Both entries
should be calculated as percentages, not of historical values, which are gaid to be
meaningless, but rather of adjusted fixed assets values which are meant to give an indication
of current replacement costs.

5.16 Fixed-interest debt-service entries do net need to be revalued, since they
correspond to past expenditures, which were made to purchase assets at their historical
rather than present value. The foreign exchange component of both principal and interast
may, however, be subject to change if exchange rates have varied. bDebr=service entries will
also have to be adjusted in the case of variable interest rates.
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5.17 A ravolving fund counsists of a fixed amount finitlally invested, plus the periodic
return on this investment, This concept has been found attractive by financial planners 1in
water supply, because of the monopolistic situvation of publiec utiliries in this secter,
which ensures that all surplus generated can be reinvested in water rather than diverted te
other uses, and because revelving funds are viewed as a permanent device allowing for
investment financing in phase with growing demand.

.18 In physical and finaneial terms, the fund and its proceeds are applied entirely to
the constructieon of new assets for previously unserved populations, which in turn contribute
a surplus For the continuation of the expansion. As service is extended to less and less
privileged social groups, either 1its standards must be lowered, or tariff structures should
be designed o ensure rhat the more privileged will pay a growing share of the total
proceeds. This 1a required for the process to perpetwate itself and eventuszlly provide a
permanent solution to the demand/supply equation of the water market.

Accounting for inflation: Cost as a constraint

5.19 Water 1s a commodity of public interest, and water supply services should be
gradually extended to the entire population. Ae the utility in charge of the supply is in
most cases granted a monopoly, the consumer usually does not have an optlion to abstaln
altogether from consuming, or to choose an alternative source of supply., The costing,
pricing and marketing rules of the private sector generally de not apply to the supply/demand
situation which exists in water supply.

5.20 As a result many governments have adopted the principle that watexr should be charged
for, not according to its value based on what has been spent in the past for its production
{a valua which would be obtained from free competition on a private market), but rather
accordlng to itz future production cost. Where the revolving fund ¢oncept has been adopted,
it is actually the difference between these two values which sheuld represent the input to
the fund and which should serve ag the iniriator of a dynamic process allowing extension of
coverage, thereby resulting in the obteantlon of additiomal proceeds.

5,21 As a result of accounting for inflation and expansion needs, the cost of water may
become so high as to defeat the purpose for which renewal and extension funds are ugually
created, On the other hand the cash flow situation of the wtiliry, i.e. its ability to meet
its debt-service and other obligatious, iz very much improved, and the financial agencles on
which the werility depends for its development, will therefore give preference to a
costing/pricing approach based on future costs, rvather than to the couventional historical
accounting approach.

Demand/Supply limirations: Zero growth as a constraint

5,22 Revelving fund arrangements such as outlined above can meet their purpose only if
growth occuts at every stage of the sector's development process. The assumptions that
demand would continuously grow, and/or water rates could easily be increased, have led
financial planmers to conclude that surplus funds could be generated, in a decreasing order
of magnitude, in all sizes of communities even at the most remote lavel,

5.23 These assumptions are based on the recognition that the price elasticity of demand
for essentiazl services such as water is Jlow for large industrial or wealthy domestle
consumers, and virtwally nil at the level at which consumption is barely equivalent to basic
neads, This assessment is probably correct within limits; however, it applies to individual
rather than collective demand, i.e. tariff imecreases may not have much effect on the demand
of one specific industry, or one individual household,

5,24 This type of rationale 1z probably totally irrelevant when appraising the growth
potential in terms of demand and income of a community, which is typically the service area
of a water supply system. It is often wrong to assume that large Zindustries and wealthy
residential areas have the same growth potential as for iastance the urban slums; the
opposite situation is obsarved in many large cities of the developing world (ref. 2.28).
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5,25 large consumptions are alsoc limited a3 & result of constraints in the supply.
Service is often intermittent, high leakage is the vule. Large consumers generally will not
ration their consumption, but they will eadesaveour to build theitr own water installarions,
rather than relying on public supplies. Capacity limitations may well be the most important
constraining factor, as in most developing countries urban systems are working at full
capacity, and regources are lacking to extend existing iostallations, The consumption
pattern of large consumers, who could generate a surplus as an input to a revolving fund, 1is
often a pattern of zero growth, Cross-subsidies to rural areas are therefore limited;
besides, they are subject to the requirement that at least the urban subsector should achiave
financial autonouy.

5.26 In urban areas, it 1s agsumed that cost will decrease as the number of beneficiaries
increases within each system. Agailn this is only true of the rare systems which operate at
less than full capacity. Where a lump-sum capital investment ig tequired for extension, this
will be designed for a lengthy period of time, and even though the number of beneficiaries
increases, per capita costs may not decrease. They may even go up as a result of under-
utilization of the new or extended facilities,

5.27 By contrast, in rvural areas it is assumed that as the number of beneficiaries per
sytem decreases, overall costs also decrease, so that even per capita costs remain low,
because system capacity can be caleculated accurately for small communities, appropriate low
cost techaology can be adopted, and expansion can be tailored to the wmode of growth of
villages. Provided some form of income could be generated, there would therefore be a
surplus available at least in medium-size towns and large villages, for service extensigon Lo
more digpersed populations,

5,28 This is generally not the case. Because of limitatioms in water regources, economle
stagnation and migration towards large cities, the demand for drinking water in small towns
and villages wmay become stagnant or decrease, There are alsgo compering water demands, 1i,e,
for firvigation, cattle and other non—domestic uses, and it has beeg shown in many Instances
that where abundant quantities of water were provided to rural sertlements, human consumption
did not iIncrease, but there was a revival of agricultural activities which had baeen
digcontinued during long periods of drought.

5.29 The zero growth assumption means that rural water demand may not grow beyond the
level of minimum needs, at least for drinking and domestic uses, i.e. for the type of use and
service for which people are wore prepared to pay, and urban water demand grows 1In such a
manner that any surplus income is at best sufficient to cover urban expansion and replacement
needs, Therefore internal fuads generation within the sector, as development progresses from
urban to rural areas, nay be assumed to decrezse from a very limited surplus in urban areas,
fot to a minimum level but to zero level in rural areas, so that the revolving fund model is
restricted to very narrow limits.

Transfer of resources; Institutions as consgtraints

5.30 As service is extended to smaller agglomerations, investment costs may in some cases
decrease, but importaat additional expenditures are incurred in the transfer of goods and
sarvices; these are often recorded as operational costs, although they are actually relarted
to investment. More serious is the recurrent deficit on operation and maintenance, which
tends te lncrease as the aowber of beneficiaries of the service decreases, As a result, a
centrally-managed water supply authority or agency providing satisfactory service to urban
areas may be reluctant to extend its activities to rural agglomerations, since this will
often result in lowering the utility's financial performance,

3.31 In order to alleviate this constraint, governments take a growing share in
winagement respongibilities, and endeavour to bring public utilities as close as possible to
the smaller communities. In this deconcentration process, cost and logistic issues, and
difficulties in human resources development, become gradually more binding. Eventually there
ave limits to the deconcentratien potential of any sector agency. These are the limits
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within which revolving funds are operated, Their proceeds will therefore be at best returned
to their origin, i.e. to urban water supply, the needs of which are practically never golved
in terms of rehabiliratiom and extenslon, At worst, the proceeds of the funds may be
transferred to other sectors,

5.32 The above suggests rhat the operation of a revolving fund to extend coverage in
water supply requires not omly constant generation of resources at all levels, but also a
delivery system in all areas, One of the main short—comings of the model is that the
proceeds of the fund, which are te be channeled to smaller communities, may be inferior to
the cost of extending services to these communities.

Positive aspects

5.33 Where they are financially feasible, revolving funds have consliderable benefits,
eggentially because they force the sector inte a disciplined and reliable organizatlonal
framework. They are also well adapted to the developuent characteristics of domestlc water
supply, which has lengthy design periods and considerable Intersectoral impact. If the costs
and henefits of water supply services are “shadow-priced” i.e. given values which reflect
their Impact on the economy as a whole rather than on a single sector or public utility, and
if revolving funds are eanvisaged in their role of supporting the long—term development, not
only of water supply, but also of the water industry in general, these funds may be regarded
as highly justified in economic terms. This, however, depends on the extent to which
governments are committed to improvements In CWS fipancial performance, water demand
continues to grow and to be met by existing as well as new supplies, institurions are created
or expanded to support the funds and chanmel their proceeds, and all surplus income in the
gector is earmarked to engure that these funds do revolve,

Cogt regovery

5.34 Countries with differeat political and economic systems and at various levels of
development have different views of the tariff issue, which in water supply is ugually guite
controversial. Such views are reflected in the determination of average tariffs, which in
some cases differ from average costs. Differential tariff structures are widely used for the
implementation of rational pricing policies. 1In the context of a geneval Increase in warer
demand, the iatroduction by most water utilities of inflation aceccunting for flxed agsets
valuation, and the recognition of the relevance of long-run marginal costing and pricing to
the attaioment of economic efficiency objectives, have led to changes in the common
understanding of Che value of water, and generally resulted In substantial increases of
average water tariffs during the last decade. The maln purpose of differential tariff
structures is to alleviate the burden of such lacreases for those who must have water ar low
cost, while enguring that optimum use 18 made of the scarce watar resoukce and that the
financial situation of the water utility is not compromised.

Design of tariff structures

.33 As service should not be extended to the less privileged at the expense of an
overall deterioration of the supply, tariff structures should be related to cost struetures
to engure that all of the utility's peeds are met, and that consumption and expansion are
either encouraged or limited as warranted; they sghould also be based on a common yardstick,
e.g., consumption, teo measure the benefits which various types of consumers derive from the
service.

5.36 Tariff structures are difficult to implement without metering, which often results
in cumbersome reading, billing and collection procedures, particularly in the case of
¢ross~subsidized structures iavelving several tariff blocks. Many countries have retained
the practice of flat rates, either because the inltial and recurvent coste of metering ave
high, or often because of the concern of water utilities to avoid administrative complexity.
However, experience shows that both production and consumption meters are requlred If
accounting and statistical systems are designed to actually reflect differentials In cost by
source and tariff by benaficiary.
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5,37 Average water rates correspond to average income per unit sold, resulting from
differential tariffs applied to various categorles of consumers. They are usually based on
criteria consistent with three mailn objectives: (1) sound wanagement of the resource: waste
and misuse should be discouraged, and every effort ghould be made to postpone investment in
new works, where its benefit to the national economy does not exceed its cost: (ii)
financial equilibrivm of the utility: the average selling price of watetr should be set as
near as possible to its average cost priece; (iii) satisfacrion of the health, social and
economie needs of the entire population =zt a price all can afford. In order to meet thase
objectives, differential tariff structures are often designed so that large industrial,
commercial and muniecipal consumers pay the long-run marginal (economic) cost of water (ref,
2,30, 2,31, 2.32), and smaller domestic consumers pay the average (financial) cost: the
resulting income to the utility is usually enough to compensate for some loss in revenue from
other congumers' categories; these pay lifeline rates not exceeding about 5% of household
lacome, which for domestic consumption is regarded as an acceptable share; rtariffs can also
be kept low for Institutional use (e.g., hospitals and schools) where this is regarded as
econonically or socially essential,

A common yardstick

5,38 In order to apportion the burden of tariff increases between various consumers’
categorles, an instrument is needed to measure differences in income, property, consumption
or leocation, While income or property may be valid indicators, their uwse iz often
discouraged because they are not measurable in volumes and they require complex evaluation
procedures which can always be challenged., With adequate metering, tariff srructures can be
designed on the basis of vplumes; this prevides the consumer with information and morivation
to decrease consumption; long-run marginal costing also has an effect on large
consumptions; thege now tend to be penalized rather than encouraged, especially in
developing countries. As to locatien, the practice of charging differential tariffs
according to differences in cost between aresas is quite common. In developing countries,
where water often rvepresents a large share of the household budger, tariff differentials
based on location tend to be discouraged, as they may regult in penalization of those
consumers who are located in areas where the supply is difficult and costly.

Free water: A political issue

5.39 The erroneous concept of free water 1s sti1ll in use in many countries, with
politicians advocating equity and philosophers arguing that human rights to water ware
recognlzed in the most ancient cultures and religions. Some countries alse subsidize water
for public use, so that governments have free water, then compensate by subsidies for revenue
lost by public utilities, Water as a public commodity should be available to all, In most
developing countries, where full coverage is far from attained, the supply of free water to
any given consumer implies that the serviece will not be extended to others who have equal
right to it.

Measures to Increase revenua

5.40 Where the concept of free water has been rejected, tarlff structures are designed to
mobilize resources from all those who benefit from the service. It is therefore important to
determine where exactly these resources are, and whether they are sufficient in total to
assure that revenues cover costs, after these have been optimized (e.g. labour costs can
generally be reduced through well-comcelved HRD), Changes in fiscal or technical policies
are usually costly and irreversible, and they should therefore be directed at kevy factors
which affect iacome.

5.41 Prior to increaszing tariffs, most water utilities try to improve the systems which
they operate. Water congumption through illepal conmections is important in many cases.
Unaccounted-for water is often high, of 20 to 30% in developed countries and in excess of 50%
in wany developing countries. A substantial portion of this is due to leakage, which may
result In incapacity to meet the demand; where supplies are iutermittent, consumers may not
accept tariff increases without matching service ilaprovements., The amounts of water lost at
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the consumers' premises are alse often substantial, Intensive leak-detection and repalr
programmes may result In  postponement of new construction works, improve consumers'
gsatisfaction and increase revenue, Interventions in metering, billing and collection are
also important, ag deficiencies In these areas account for substantial revenue losses.

5.42 An important c¢ontributor to revenue 3is the low-income/low-consumption category,
which 1in developing eountries often repregsents the largest segment of the population;
gervice is at best by social connecticns, and more commonly through public standposts. It is
often assumed that water at the standpost should be free, with large consumers compenzating
for less in revenmue. This 1s generally not feasible In the many countries where hundreds of
thousands of consumers are eithar served by standposts, or not served, while conly a few
hundreds of those with private connections can be regarded as large consumers. In some
cagses, tap committees or local authorities collect fees to be paid te the water utility.
Such fees however are often too small, and collection difflculties wesult in important
arrears.,

5.43 A large share of the sector’'s income goes to water vendors! the less privileged
consumers who do not even have standpost service often pay ten times as much for water as the
clients who enjoy the benefit of a private house connection. As urban networks are heing
extended to less privileged aveas, a new distribution, billing and collection system is being
tried in some countries; It consists aessentlially in the imstitutionalization of water
vendors, who are provided with a private metered comnection supplying 2 public standpost., A
concession agreement is made between the utility and the vendor, with covenants stipulating
the concessionnaire's maximum sale price and other obligatious. While consumers pay much
lags than they would to vendors, the concessionnaive can be guaranteed a profit at least
equivalent to the minimum salary in the area,.

5.44 Other important contributors imclude large and intermediate consumers. Since a
substantial part of the tariff burden can be absorbed by large consumers, it is essentlal for
a water utility te ensure that all large meters are in working order; water rights and
private supplies sghould also be checked., Ags regards intermediate consumers, sales and
revenue projections are usually made with caution, =zs demand can react In various ways to
changes in price: while consuwmption wmay decrease in some cases, more important is the
tendency to disconnect or refuse new connections, This is very common to the case of
house=~owners who must connect simultaneously to water supply and waterborne sewerage systems,
while they have already constructed, at their own expense, alternative sources of supply
{such as shallow wells) and ingtallations for disposal (=such as septic tanks). Thoze who
must rent property from these house—owners are often deprived of the public service; 1in some
countries, soecial coonections programmes have been implemented for the benefit of this
consumers' category,

Social and public health aspects

5,45 Well-designed tariff structures have three major aspects and benefits: (i) thelr
social component allows for extension of the sgervice to the less privileged; (11) their
progressive aspect discourages excess use, waste and wmisuse by large consumerg; (111} as
they rely on average tariffs which cover average costs, including a rate of return to enable
water utilities to cope with increaszes in water demand, they result both in financial
equilibrium of the utilities and in gradual extension of the service as demand increases.
Thus, their overall benefits in terms of public health and soclal welfare are threefold: (i)
they help in providing equal access to a ¢ommodity which is essential to health; (i1} they
help in the protection and conservation of a zcarce resource of high economlc value, thereby
providing for the sharing of its henefits by a larger part of the population; (ii11) they
help in maintaining the continuity of the service, and expanding 1t to match Iincreases in
population and water demand.
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{Jther resource transfers

5.46 Although some ¢of the mechanisms and methods previcusly described, such as revelving
funds or differential tariffs, apply strictly to the transfer of financial resources, they
are indirectly rvelated to goods and services which can be mobilized at decentralized levels
for service to the communities. Motivated and qualified staff are probably the most
important of these resources, and they pose numerous problems in terms of transfer from
central agencies to remote rural locatiens. It has become a common practice to assign
qualified persounel to a project site, which it leaves to return to the central agency after
construction has been completed. There is a need to provide for more permauent structures
which ecan offer career opportunities, and to wmotivate qualified staff to face the challenge
of leaving their comfortable and rewarding positions and accept the less rewarding tasks of
operation and maintenance and provision of software in rural areas. Major changes in
orientation of institutional development and manpower policies are likely to be required to
achieve this objective, The general Issue of human resources development is dealt with in
Section 8 of this paper, which deseribes in partiecular the special software nesds of
Decade~oriented institutions and some methods to fulfill these needs.
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6. COORDINATLION (INTERSECTORAL COOPERATION})

The New Look

6,01 Traditionally, (WS was regarded as a component of the infrastructure sector; it was
therefore of the sole cowmpetence of technilcal wminilstries, In the Decade context, water
tomorrow should be as safe in the most remote village, as in the centres of capital citles.
Clearly this goal cannot be achieved through conventiomal methods; alse, toe be valid, It
should have recognized public health implications, The Decade, therefore, corresponds to a
new rationale, whereby public health plays a very important role in CWS, and the institutions
of the health sector should be developed to cope with this mandate.

OMFL implicaticas

6.02 This evolution has regulred in changes in organizational, mansgerial, financial and
legal (OMFL) concerns, concepts and patterns. In terms of organization, as service isg
extended to smaller agglomeratioms, community atructures become increasingly cumbersome for a
single sector, as they rvequire excessive financial and manpower resources; intersectoral
approaches are necessary to make sector community schemes feasible. The same appliss in terms
of management, as it becomes an operational requirement to pool resources from several
gectors In order to improve the situationm in CWS.

6.03 In terms of finance, the Decade and other Health for All programmes are based on the
recognition that investmenr budgets are often too limired to achieve total coverage and equal
access goals in a short time. This implies that recurrent budgets are uow 2 matter of
increazed concern; “"software” {(surveillance, maintenance) is Increasingly superseding
"hardware™ (construction). Where the provision of new works 1=z required, it should be
conceived ac a sequence of small incremental improvements; where old installations cause
problems, emphasis is placed on rehabilitation rather than renewal.

6.04 The legal provisions concerning the sector are also subject te c<hange. Although
adequate quantities of water solve problems, qualitative improvements should be the main
thrust of the Decade, and this requires adequate regularions as well as penalties to enforce
them, There iz also a tendeney on the part of governments to restrict water rights where
they are a constraint to sector development, Water allocation has often been a privilege of
Ministries of Agriculture or Natural Resources, with a strong bias towards lrrigatlon needs;
thare 1s currently a tendency to restore the priority of drinking water supply,

6.0% In this context, the coincidence of the Drinking Water Supply and Sanitation Decade
and the worldwide water tescutces assessment resolved at Mar dal Plata is important. It
provides the entire Water sector with an opportunity to draw additional resources. The
unicity and importance of community water supply in the overall iInstitutional framework of
Water are gradually recognized; the general reinforcement of the water resourcez sector
should he conducive to improvements of the iastitutional framework in drinking water supply
and sanitation.

Qualitative, incremental and comuunity-based approaches

6,06 Since rhe Decade aims at the provision to all of 2 socially relevant service through
a communiiy-based approach, it requires: (i) that the service correspond to an expressed need
which is for a specific qualitative level; (ii) that the product be at a cost which the
individual and the commpunity can afford; and (44i) rhat the delivery structures and
mechanisms be acceptable to the community, so as to ensure equal iavolvement and access to
all,
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6.07 With sueh a change in sector profile, the Decade appears as a very economic
programme of intersectoral action for health: it relies on (1) qualitative improvements
rather than expensive hardware, (ii) gradual combined intersectoral action rather than
magsive lump-sum iavestment in one sector, and (iii) self-reliance rather than costly
decentralized structures,

Intersectoral implicaticns

6,08 Requirement (1) that the Decade be “qualitative" ifmplies that traditional CWE
providers are now asgociated with other structures. Previously the water industry alone
provided plant and operators; communities were passive recipients., The Decade requires public
as well as private and communal contributions, and interplay of several sectors of the
economy, 1.e. quality control, promotion and surveillance by Health agencles, Education for
effective community participatien, Involvement of local Industry, and of Apriculture in the
context of integrated projects, promotion by agencies of Local Government, and coordipation
with all HFA programmes,

6.09 Requirement (1i) that the Decade be "incremental™ iz of ma jor economic Importance:
whereas lump~sum dIavestment in one sector, particularly water, would ragsult in
under-utilization and high cost, in the Decade context the investment curve is gmooth and has
a low foreign exchange component and important intersectoral contributions: this results in
an overall low present worth of future expendituras,

6.10 Requirement (iii) that the Decade be "community-based” results in devolution, which
consists in vesting the cowmunity with most CWS responsibilities, as the limits of eentral
planning and deconcentration are recognized. At communicy level, CW3S draws resources from
other sectors, on which it also has effects. Secter structures are too centralized to be used
at first referral level, where the intervention of such deconcentrated agencies as Public
Hezlth or Local Government i1s required.

Evaluation of intersectoral coordination and fmpact

6,11 Because they are labour intensive, they can be phased, and they mobilize national
resources from sectors where they may be under-e¢mployed, Decade projects probably have values
to the individual and the econemy which are higher than those reflected by market prices or
sector accounts, aad it seems essential te devote more research on criteriz for thelr
evaluation,
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7. COMMUNITY MOTIVATION AND INVOLVEMENT

Limitations of cenlbral models

7.01 The urban subgector is managed by public utilities or other centraliszed agencles,
often on a commercial basis; the maian Iinstrument used to increase consumers' contributions
15 the taviff structure., Im rural areas, where water tariffs and institutiona capable of
enforeing Lthem are often non—existent, contributiens can be obtalned 1n cash, kind or
voluntary labour, This requires thar the communities be involved in planning and
programming, in order to ensure their effective participation in construction, operation and
rational uriiizarion of CWS facilities. ¥For this approach te be effective, it should be
developed within a specific insritutional framework providing for favolvement of the most
motivated and capable individuals or segments of the community, with adequate support from
various levels of government, and in some cases from NGOQ's,

7.02 The central model, usvally based on moderately deconmcentrated structures of public
works departments or national water authorities, with publiec health agencies playing a
limited, esseantially qualitative role, has been the most widely adopted in developing
countries; whare geographie, demographic and economic conditions warrant its use,
deconcentration can bhe effective in extending coverage of rural needs. By contrast, in
developed countries which have achieved total coverage during the last fifty years, the model
of deconcentration from a national focal point has often been supplemented by develution of
authority and responsibility to communities and individual householders, with support from
Health agencies in survelllance.

7.03 The communities themselves oftenm play a lesser role in CWS development than the
individual householders, In North America for instance, there are thousandz of small "well
and septic tank” communities, where the quality of the water and the level of in-house
gservice are matters of individual comcern. Water quality surveillance is upon request rather
than on a routine basis. Plumbing as well as waste disposal installationzs are usually in
conformity with official norms and codes (financing agencies will require that standards be
met).

7.04 The regponalbllity of individual householders to take care of their own water supply
and waste disposal needs, with exceptional rather than routine support from central agencies,
is often {gnored, and there 1z a general lack of institutions which could encourage,
perguade, advige and gupport householders in the acceptance of this responsibiliry and of its
correlates of conmstruction and maintenance of CWS facilities.

7.05 During emergency relief operations, such as those which followed the Sahel droughts
of the laat Decade, new technology was often introduced without prior consultation with
repregsentatives of rural communiries, and in many instances the installatlions were not used
or wera rapldly damaged, Also local acceptance was oftenm motivated by hunger rather than
thirst, and the ourcome of the relief operation could be an increase in the cattle
population, which tended to aggravate the human consequeunces of the drought.

7.06 In the case of iselated settlements or small villages and hamlets totally unserved,
informal structures are constituted by families or groups, with women and children carrying
water from distant sources to the household; in few instances, members of the community
organize the surveillance and protection of wells or streams used by humans and cattle.
Where a caeantral water source exists, the institution bhecomes more formalized because the
users are individually and collectively concerned that the source should remain perennial,
accessible to all, and free from pollution., This requires that a community worker be trained
to operate and maintain the installatious and adequately compensated for this work. This
tequirement, and the need for spare parts to repair damaged equipment, wera often overloocked
in emergency telief programmes, with the result that only a small percentage of new works
were in working order, less than a year after they had been installed.
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Rationale for community-based structures

7.07 When dealing with water, ignorance, superstition, fear for self and cost of
intervention are major factors which account for the fact that most people prefer to rely on
others. One of the major problems in designing institutional arrangemeunts for CWS is to
determine which social groups cam be more instrumental in implementing tequired improvements,
and whether these social groups and these ilmprovements will be acceptable to the communiry,
The approach consists of learning more about what people do to satisfy their drinking water
supply and sanitation needs, what groups are formed, whieh iustitutions represent these
groups, what are some of the achievements and the constraints of these groups and
ingtituntions,

7.08 Although a wide variety of structural patterns emerge from some one hundred
countries on which reliable data are available, the most common zre centralization of sector
institutions on the one hand, and community self-reliance on the other. Some governments
veinforce centralized agencies because they have been successful in achieving assigned
objectives, Otherg provide a large degree of autonomy to decoucentrated units such as
regional water boards or river hagin agencies,

7.09 In some countries, cowmunity participation is strongly enhanced while the
institutional fyamework remains centralized; in others, efforts are made by the ecentral
government to ratienalize community work on a technical basis, while leaving a large degree
of autonomy to local authorities. In many countries, new rural water supply or sanitation
projects require the creatlon of specialized project units; as previously indicated, this is
often encouraged by flnancing agencies, and may result in excessive sector fragmentation.

7.10 Only a few countries are deliberately departing from the centralized model, and
promoting sector development through their least technical and most deconcenrrated ageucies,
which in most cases are the Ministry of Interior or Local Government, the Ministry of Health,
the Ministry of Education and in some instances the Ministry of Rural or Community
Development; these structures are usually in contact with the most remote agglomerations,
but they often have few resources to deal with water supply and sanitation programmes at that
level.

7.11 Individual behaviour towards water and sanitation needs, Individual motivations to
demand or accept public services to fulfill such needs, and the way 1in which dindividuals
organize in the community to plan, design, build, operate and maintain water supply and
sanitation works, as well as to finance such works and regulate their use, have therefore
become major themes in the design of structures for Decade work, especially in rural areas;
thus a “participatory” approach, based on individusl and community needs and means, i=s
proposed as an addition or even an alternative to the central model, to extend CovVerage
beyond the limits set on deceatralization by cost, scarcity of human resources and logistic
constraints,

Features of participatory programmes

7.12 Community-based approaches require time for soclological analysis, and for
promotion; it is comceivable that the most useful projects would be those which could be
extended from communities to reglons, hence the concept of replicability as an essential
element in the design of structurss. Techuical considerations alsoc are often of paramount
importance in CWS, together with their political and fimancial correlates which can almost
always be traced to the individual and his willinguess to rely on the community, but only in
so far as other elements of his welfare are not threatened,

7.13 Tgnorance, fear and passive resistance may he more serious obstacles to Decade
development than scaree resources would; individual health education at all levels may be us
important as any other form of promotion of comuunity participation. It 1is, therefore,
essential that the design of institutional arrangements for rural water supply include
suppor{ structures at various referral levels. The degree to which such support structures,
which would invariably stem from ceatral or regional government authorities, could be
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deconcentrated, varies in direct proportiom of the importance of thelr software elements;
structures which aupport the provision of software, like for instance health education or
water quality surveillance, have a greater deconcentration potential than construction
companies; one of the difficulties is to identify the areas between the most deconcentrated
inatitutions and the largest community structures, and to bridge the gap so that community
action can be adequately supported. Annex VIIL provides some indications on structures which
can be uged at first-referral level, e.g. project unirs, intersectoral groups, local interest
gtoups and NGOQ's.

The two ends of the spectrum

7.14 Devolution, deconcentration, imtersectoral and community-based approaches have heen
ragarded in previous sectlons as ways to cover the entire spectrum of a country's needs, from
the central level to the most remote agglomeration, Constraints related to weakness or in
some cases absence of a central agency to deal with CWS have not been dealr with, as the
subject is abundantly documented elsewhere, They are however of obvious importance, since
there cannot exlst a solar system without sun.

7.15 At the other end of the spectrum, dispersed populations, which represent 60% to 934
of some of the LDC's, provide the most difficult challenge and perhaps the best opportunity
for intersectoral action for health. These populations often cannot be well organized in
communities. Instead of being incorporated in the overall rural world, they are often
regarded as a distinct major category, probably the most difficult aud cestly to serve in
conventicnal terms.

7.16 Constraints due to very dispersed habitat sometimes do not receive adequate
attention, probably because such habitat tends to exist where there is coincidence of
abundant water and rich arable land, and the resulting high average population densiries are
deceiving. In deserts and forests, which are often the subject of more concern, habitat is
generally more concentvated and the operation of CWS services may therefore be easier,

7.17 In dispersed habitat conditions, the prevalence of water-related diseases may be
high, and their endemic character may result in permanent physical under—development of the
population. However, as the risk of major epidemlc outbreaks is low as compared to that in
larger agglomerations, the public health justification of costly goverument Interventions and
permanent structures is often questioned, as they may result in depriving of scarce resources
those population groups which are more visibly at risk.

7.18 Improvements tequired for small couwmunities and dispersed habitat are generally not
of the same type ag those which are characteristic of urban areas, particularly in water
supply, “Lumpiness”, whiech corresponds to the necessity to Invest large sums of money at one
rime for very long design periods, and in costly operation at less than full capacity, can be
reduced to a miunimum in rural water supply and sanitation, which usually proceeds by small
increments and has a smooth investment c¢urve, This has important consequences as regards
socio—economic changes and institutional structures, which gzenerally need not to be as
top-heavy in rural water supply and sanitation as they would be for urban areas, thereby
resulting In less reliance on central models.

7.19 In many countries, the concept of public infrastructure service, as applled to water
and sanitation, is currently being revised, with more emphasis placed on health education and
promotion of s=elf-help than on direct provision of equipment: this is however subject to
technical limitations, e.z. boreholes have to be drilled where hand-dug wells are
unpractical. Where equipment c¢an be provided, it should ideally require no further
intervention from the public services, and this constitutes a difficult challenge in terms of
technological innovation.

7.20 Where adapted technology is not available to cope with the needs of regious with
dispersed populatioms, traditional family practices will continue: support slLructurss are
required to monltor existing water supply and sanitation facilities, which have been used for
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4 long time, and improve them as needed, wrathetr than provide new equipment on a systematic
basis, In this context, the provision of software becomes more important than that of
hardware, and the gqualitative Improvement aspects of the Decade, as well as its ctotal
coverage goal, have their full meaning.

7.21 These qualitative, incremental and community-based approaches of the Decade are
often perceived differsutly at each end of the spectrum. At central level, despite the
efforts of IDWSSD promoters, there sometimes persist a preference for provision of hardware
and lump-sum Investment, and some resistance to vesting communities with sector
respousibilities. At community level, relisnce on central govermment has often been
perpetuated by a long tradition. Both ends should agree on ways and means to overcome the
difficulties encountered in previous attempts to bridge the gap between central and local
structuresl, and Decade approaches may well prove effective in this coatext.

1 snnex v provides examples of referral agencies and mechanisms for rescurces transfers.
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8. HUMAN RESQURCES DEVELOEMENT (HRD)

Present situation

3.01 The IDWSSD has focussed attention on worldwide defleiencies in coverage. Plans call
for substantial expansions, partlecularly to improve service te the heretofore neglected rural
and urban poor population groups. Lack of facilities is net the only deficlency in the
sector, Operation and maintemance are often neglected. The result 1s that many wurban
systems provide inadequate service with many Interruptions and wyural faellities are
frequently out of order,

.02 The Decade therefore has to foecus as nmuch or more on improving operation and
mafntenance as on new investment, to ensure that funds spent in suppert of CWS development
are not wasted; if facilities atre not properly maintained, increases 1in number of
installations will be reflected 1in sarisfactory statistical results without, however,
improving service significantly.

Reasong for deficiencies

3.03 Technologles are often selected without due regard to the ability of intended
beneficiaries to meet operation and maintenance requiremencs in the long term; lack of spare
parts 1z a frequent problem. The most important issue, however, is related to the
insufficient number of adequately trained and motivated staff.

2.04 Inadequate staffing has many causes, some of which are not under the contrel of CWS
organizations, These institutions are generally under government ministries. As  a
consequence, salaries are controlled, either directly by making them subject to civil service
regulations, or indirectly by restricting water rates increases and thus income avallable for
personnel expenditures. Because goveruments often keep tarlffs and wages low In an effort to
reduce inflation, salaries fin CWS agencles often lag far behind those paid to qualified staff
in the private sector,

8,05 Other factors discouraging coupetent staff from remaining with CWS organizations are
politically motilvated promotional and recrultmemt policies which affect particularly middle
and upper management. Algo, unfavourable loeal econsmic conditions may encourage specialized
staff to seek employment beyond national boundaries in search of wmonetary rewards and
professional satisfaction. As a result, organizations are often left with staff not
qualified for employment elsewhere, and omly a few motivated individuals whe vemain desplite
the lack of real career opportunities.

Principles

8.06 Training of ataff iz aften provided in the countext of project development and
implementation. Planners are supposed to acquire the necessary skills as part of project
preparation teams whose primary interest is in technical work, evea when some of their
members have skills as trainers. Operation and maintenance pergonnel are expected to he
rrained in a short time after the facilities have been couwnmissioned,

8,07 Training alone cannot solve all problems. FPermanent Improvements require actions at
different levels as part of a human resource development effort. The most important of these
actions are;

adoption of a government policy of clear allocatiom of responsibility and adequate
management authority to the organization responsible for selection, remuneration and
promotion of staff;

adoption by CWS agencles of personnal policies which reward merir, keep remuneration
competitive and provide career development opportunities;
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- continuing staff development with traipning programmes oriented to qualify staff Ffor
promotion to higher levels and thereby compensate for inevitable loss of trained
personnel to other secters or Industries;

- particularly important for Decade-oriented organizations are careerpaths which give
opportunities to those professionals active in the areas of community partieipation and
operation and wmaintenance equal to those customarily available to those respousible for
construction.

Special neads of Decade-oriented imstitutions(1)

8.08 The focus on underserved populations implies the need for planners to consider the
development of a workforce including many new types of skilled and less skilled people. It
is important te explore the human potential in underserved vural and urban populations, such
as educated school leavers, who in many countries constitute a sizeable underused resource.
During slack seasons, many people in tural communities may be available to participate in the
development of sanitatlion facilities and improved water supplies for their own communities,

8,09 Alternatives for developing and utilizing c¢community potential should be assessed and
set out im a plan, A major problem is the establishment of functional and soctal
relationships between community participants and government-paid workers, First comes the
task of motlvating community members to participate in the Decade by convincing them that
safe water and adequate sanitation facilities for members of their families and the community
at large are by themselves the wmain reward for their participation, and camnot anyway be
otherwlse provided. The plan should make provision for a promotional campaign, initially
among community leaders, that will enable people to appreclate the value of safe drinking
water and appropriate sanitation, help them to understand the role they can play, and
encourage their active participation.

3.10 To date, far too little health education has been provided for communities most in
need, Plans should take into account the important task of developing good teaching staff
for a wvariety of education and training programmes, including staff concerned with the
training of differeat categories of health workers, those involved in the training of
developuent workers, those in geuneral education programmes, and those in literacy programmes
for adults.

8,11 Women's roles in water and sanitation are key, and thus local women's organizations
are egpecially important community-based resources. These organizations exist as part of the
traditional settings, and are concerned with wmany of the basic community and family welfare
activities, They naturally link water and sanitation with primary health care and other
development actions, as thelr priorities are seen as part of their whole 1ife situation,
rather than as separate sectoral programmes. Women's organizations can have an impact on the
social and behavioural changes required, but thay face constraints of inadequate education
and training, as well as limited access to external support. Consideration should also be
given to the skills and funds required to train people, which include teachers,
teaching/learaning materials, buildings, equipment, supplies, stipends, transport, ete. Plans
should antieipate the uge of all available resources, including facilities and staff of
primary health care units, of water and sanitation agencies, and of educational, training and
management programmes,

Planning HED

8.12 HRD plans are often confined to proposed tralning activities, with little concern as
to how, when, where, and even whether the knowledge and skills acquired will be used for the
benafit of the society which provided the trainming. Such lack of concern is by no means
confined to the water and s=saniration sector. It can result in the unemployment,
underemployment, or malemployment of the persons trained or in their migration to other
countries, This in turm represents a waste of the society's money, and adds to a country's
social and economic burden,

(1) The end of section 8. is abstracted from document EHE 82,35, Basie Strategy Document on
Human Resources Development, April 1982,
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8.13 Short~term and long-term planning should address the capacity of the CWS gector to
provide jobs commensurate with the new knowledge and skills which better traluing creates.
The content of tralning programmes should also reflect the requirements of the jobs to be
filled, This means that the development of policies, plaus and budgetary allocations for
adequate ataffing should precede the formulation of training plans.

8.14 Planning for HRD needs to be improved inm many countries. This may be due to
ineffective or non—existent communication between institutions responsible for services and
those responsible for training. In the water and sanitation sector, service agencies tend to
focus on hardware, with little thought for the people needed to use it properly. Similary,
training institutions often show little comcern as to whether the service avea needs or can
absorb the people being trained.

8.15 Coordination between the two sers of institutions is imperative. This may call for
a planning body in which both are rapresented, or for direct participation of training
institutions in field operatioms. Although training institutions will rarely take part in
major coverage programmes, they should nevertheless broaden their sectoral axperience by
associating their ataff with pillot field work. Because of the important role that many of
the users of water and sanitation facilities should play in the construction, operation,
maintenance, and protection of facilities, the interests of the consumers should also be
represented in the planning body., Within the community, women play an important role in
water and sanitation, The axtent to which they know about, use, and promote hyglenic
practices largely conditions the state of health of famlily members. Women should be
represented in the planning bedy.

Programme contents

B.16 To helghten community awareness of water supply and sanitation needs and related
health issues, Decade projects will have to penetrate many kinds of educational institutionas
and programmes sevving all ages and social levels. This 1s particularly urgent for people
who need specific job ckille in order to achieve Decade targets., Programmes should be
designed to be of direct operational raelevance to the task to bhe performed. Many
institutional facilities will need to be mobilized. Long-term Decade HRD programmes will
support the further development of graduate and post—graduate education iIn  relevant
disciplines,

8.17 Initial priority programmes to meet urgent needs are likely to Include:
- short high level courses in specialized technical areas and management;

=~  technical tyaining programmes for sub-graduate skills;
- vocatlonal programmes for trade skills (carpenters, masons, ete);

- non~formal and community-baged programmes for co-operative, extension and volunteer
workers;

=~ schools for basic education leading to paid or voluntary community sectoral involvement,
and for basic health and hygiene education;

-  formal programmes of water supply and sanitation sector institutions for teaching
pre—service or in-service growps of employees the skills associated with specifie
gectoral needs.

Institutional requirements

8.18 The effective organization and operatiom of a system for the planning, production,
and management of human resources for the Decade transcends the authority and resources of
any one institurion, wministry, or sector in a country and requires an Intersectoral and
multi-disciplinary approach simultaneously designed to maximize community luvolvement.
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8.19 In most countries, responsibilities for Decada HED ara likely to continue te be
shared among different ministries and other public and private entities, This highlights the
need for a coordinating iInstitution or department within government with responsibility for
harmonizing the efforts of the various organizations, Countries will vary ip their choice of
institution, Some may choose a suitable wanagement institute if such exists., Others may
regard the national vocatiomal structure, the national warer authority, or some other
organized entity as more appropriate. Suitable eriteria sheuld be applied to the =selection
of the coordinating institution, which should be directly linked with the NAC or any
aquivalent overall coordination structure.
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ANNEX I
ABSTRACTS OF THE RECOMMENDATIONS
OF A WHO INFORMAL CONSULTATION ON INSTITUTIONAL DEVELOPMENT
Geneva, 18~22 November 1983

Dagign of structures for service extensions to remote areas

1. Decentralization ean occur in the form of either devolution or deconcentration or
boths

-  devolution occurs when authority and responsibilitles are given (delegated) by a central
Institution to another organization (e.g., a Village Council)};

- deconcentration occurs when a central agency entrusts parts of its authority and
responsibilities to its own fleld offices at lower levels;

- for decentralization to be successful, both deconcentration and devolution are required;
. deconcentration is necessary to provide effective support to communities;
. devolution is a prerequisite to community Invelvemenr,

2, One of the main challanges of the Decade 1s to foster community-based development,
and to bring central government's support ag close as possible to the town, village or
hamlet, where decisions sould be made and ifwplemented, Frequent misunderstandings of the
decentralization process result, however, in a trend towards deconcentration without
appropriate delegation of authority and responsibilities to the communities. Conversely,
many governments and internatfonal agencies tend to focug their efforts in ingtitutional
development on the sole promotion of community involvement (through devolution): due to cost
and logistic constraints, CWS agencies are often unahle to decomcentrate thelr structures Lo
a level allowing the community to have easy access to those services which it cannot by
itsalf provida.

3. The administrative wmechanisms Ffor the planning and implementation of Decade
programmes 1in individual countries should be such as to ensure the Involvement of the
intended beneficlaries of designed improvemsnts. This requires that authority and
responsibility for certain tasks be develved upon groups formed at lecal lavel; also, these
groups should have access to appropriately deconcentrated units of central agencies, These
should expand their structures to various levels from the centre outwards, on the basis of an
action plan for natioawide coverage of needs. Staff deployment should be organized and
effective as soon as possible, in view of the predictable increase in demands from local
institurions, and the responsiveness of agencies' staff resources to local needs should be
ensured,

4. In order to make the process cost-effective and economically feasible, loecal
institutions should be enabled to wmobilize suffieient local vesources and 1in particular to
appoint staff accountable to themselves rather than to deconcentrated units of government
agencies, Training programmes and procedures for reporting amd other rransactioens, including
planning transactioas, should be developed between the centre and the deconcentrated unlts of
sector agencies. A system of advanced planning should be established at national lavel to
provide resources and other support to local institutions,

5, Three main alternatives are offered to decision-makers for the development of a CW3
administration nationwlde:

(i) government to deconcentrate lts own structures to a level as close as possible to
the communities; anthority and responsibility to be develved upon the community for
certain tasks; ability of the community to mobllize resources; determination of an
appropriate intersectoral software/hardware mix to bridge the gap between
deconcentrated units of central government and communities;

{113 government to entrust a CWS agemcy enjoying a large degree of autonomy with all
sector responsibilities; this agency to deconcentrate its own structwres to a level
as close as possible to the community; government to support and wmonitor progress
through the provision of software services; communities to buy CW3 services from
the autonomous agency (partial or full cost recovery); alternatively, the agency is
financed by goverument which thus provides an indirect subsidy to the community;
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(111} 2 combination of alrernatives (1) and (il), i.e. povernment to decentralize irs own
gtructures to a level where they can appropriately deal with communities: these
communities depend upon local autonomous institutions for their supplies; 1in this
alternative, governmeat can choose to deconcentrate its hardware structures only
within manageable 1imits, beyond which autonomous agencies take over; the support
of deconcentrated software braaches of ceatral government is still required to
agsigt and control regionzl or local CWS agencies.

&, In reviewing the organization charts of Annex III, Malaysla, Nepal and Sierra Leone
appear to have daveloped structures and mechanlsms consistent with altersative (i) above,
while Morsocce, with the ONEP-Régies model, is closer to alternative (ii1); Colombia has
experienced all three alternatives; curtrently, the general tread in this country is rtowards
reinforcement of municipal structures, and deconcentration of the CWS sector to a level closze
te the community, with emphasis on mobilization of 1local resources and intersectoral
coordination.

7. In the design of national (WS administrative struectures, consideratfion should be
given to the following :

= (a) since the devolution of increased authority and responsibility to communities is an
essential element of Decade approaches, the comditions in which cthisa process can be
established and latensified should be studied, preferably in the context of nationwide
sector reviews by staff of sector and planning agencies, with support from external
agencies and wmajor development baunks; such studies should be followed by unatiomal
workshops with a view to developing action plans to be submitted to cencral government ;

= (b} the intent to proceed with decentralization (or centralization) should be firmly
established by national legislation, which should include provisions for determinatrion of
the limits of devolution, boundaries of deconcentration and mechanisms for horizoanral and
vertical Integration, and authorization for resource mobilization; in order to
accalerate this process, study tours of sector administrators could be organlzed, with
support from external agencles as required, to allow them to benefit from other

countries' experience in a TCDC (technical cooparatiom among developing countries)
contexr;

= (e¢) imstitutions should be strengthensd (or in some cases created}, at users' level, at
the level of Village Councils or other community organizations, and at the wvarious
planning and referral levels; support from external techniecal, agencies can be required
in this process, for instance for human resources development and for the preparation of
wanuals and guldelines for Users' Groups, Village Councils and planning and referral
institutions;

— (d) the process should be continuously monitored at both political and executive levels,
preferably by independent committees or special task forces; Natlonal Action Committees
can play an luportant role in this respect; the feedback from these monitoring groups
shiould be used to further stimuvlate local Iastitutions towards improvements in planning
and implementation, and to reinforce institutional cooperation and coordination; another
important outcome of monitering should be the gradual identification of gaps between the
comunities and the deconceatrated structures of central agencies, and the adjustment of
resources at first referral level in order to fill these gaps,

Organization of finaneial transfers

3. Communities as well as CWS agencies have few resources for new undertakings; their
funds and their personnel are usually overcommitted. The possibilities of generating a
surplus in towns for transfer to the urban poor and rural subsectors are limited, The
motivation for such a transfer 1s often non—existent: qualified paersounel working im townsg
are reluctant to laave their comfortable positions; CWS managers are equally reluctant to
allocate funds to service extensions in urban poor and rural areas, because of considerable
risks, low expected returns, and somatimes ignorance of CWS development conditions,
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particularly in villages. For political, financial and social reasons, there ia a permanent
commitment of CW3 agencies to maintain and improve service in large towns., Many of these are
in need of major rehabilitation and network extension during the present Decade, while IDWSSD
efforts are intended to focus on the underserved rural and urban poor populations.

9. Resources allocation policles and tramsfer mechanisms should be orilented towards the
goal of financlal self-sufficiency of the CWS sector. It 1s however recognized that the
lengthg of time required to achieve such an objective vary between subsectors; partial or
even full cost recovery can be prescribed as a solution to improve urban water supply in the
ghort term, while it will for some time remain a long-term objective in rural water supply;
ganitation can be expected to lag behind in terms of financial performance as well as din
extension of coverage. Financlal autonomy iz distinct frow the fulfillment of a country's
economle objective, It is largely a public utilities' concept: Im order to ensure the
financial equilibrium of the utility, the selling price of water should be at least equal to
its all-inclusive financial cost, This poal has economic Implications; 1ts attainment
requires that the cost price of water be within the limits of what heuseholders and other
consumers can a2fford and are willing to pay; 1t also has the inmdireet effect of discouraging
excessive uses of scarce resources, particularly water. It does not however have the effect
of adjusting demand to a level corresponding to an optimum use of the resource.

10. This effect is hest attained by charging the full economic cost of CWE services,
The incremental, qualitative, and community-based aspects of the Decade are particularly
important in this context, as each one of these characteristics has the effect of lowerling
economle costs and increasing benefits, Transfers of resources therefore should be analyzed
in two ways!

(1) flows of funds (and other resources) to and from the sector agency or the community
operating and maintaining CWS installations (financial transfers);

(i flows of sector resources towards other geetors which iIn turn contribute to CWS
development {economic trangfers).

11, This suggests that there are broadly two ways to optimize the use of financial and
other vesources:

(1) the financial appreoach, which conslsts in minimizing costs, maximlzing revenues, and
obtaining contributions to equity and loans or grants in the most favourable
conditions;

{(ii) the economic approach, which consists in mebilizing national resources to the extent

possible, and achieving gradual increases In coverage through progressive,
essentlally qualitative improvements requiring contributions from other sectors and
aeffective participation of intended beneficlaries.

12, Tfn the organization of resources transfers, consideration should be given to the
following @

- (a) water rates and other charges for (WS services ghould be based on both financial and
sconomlc considerations. Siace financial autonomy can only be achieved if average tariff
exceeds average cost, detalled resources studies are required in order to determine how
costs can be minimized. On the revenue side, the feasibility of charging en average
tariff which will ensure financial avtouomy should be checked against the ability and
willingness of varlous consumers' categories to pay their share of the cost of water;

- (b} the determination of s sound financial development policy requires studies of the
potential demand for CWS services, the scope for reducing costs and increasing revences,
and the conditions under which all types of resources which contribute to CWS
improvements can be mobilized. In this approach, the objective of "full cost recovery”
bacomes secondary to those of “minimum cost”™, “high cost effectiveneas”, and “high
banefit — cost ratio”:
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(¢) dn view of the necessity to recomeile ecomomic and financial objectives, tariffs for
CWS services should be set as cloge as possible to their full economic cost (long-run
marginal ceost); this is the information which the consumer needs to decide rationally
whether he should increase or decrease consumption; the &conomic cost shoild be based on
a costing of the various resources which reflect their values to the economy rather than
their market prices;

(d) in fipancial terms, tariff structures should be designed to alleviate the burden of
high water rates for those who must have water at low cost, while ensuring that optimum
use is made of the searce water resource and that the financial situation of the water
utility or agency is not compromised;

(e) financial mechaniems ghould be designed to ensure that CWS funds will be used
exclusively in the sector:

. to cover the full cost of operation and maintensnce,
. Lo finance sector developament;

of the various mechanisms which exist for this purpose, the best known is the “"revelving”
Fund, with income corresponding to loans and grants from government and other agencies
and from debt—service payments by the beneficiaries, while the proceedings go to loans
and grants to sector iInstitutions and to cover the operating and financial expenses of
the Fund:

(f) the operation of a Fund requires (and often results in) stability of sector
institutions {(in view of the long-term commitments which wust be made), allacarion of
proceedings according to the scoclo-economle conditions of the intended beneficiaries,
direct remittance of the Fund's surplus to the institutioa tesponsible for project
implementation and operation, monitoring of performance, and provision of technical
assistance to borrowers:

{g) the feasibility of veducing costs and Improving services through selective
privatization of some (WS activitles should be checked; such activities include for
instance billing and collection, treatmeat plant operation, leak detection and repair,
and rural water point maintenance;

(h} the finaneial impact of decentralizaticn should be evaluated, and measures should be
studied to optiuize at central level the financial efficiency of deconcentrated
administrations (jeint procurement, standardization of equipment and methods, etc);

(1) the effect on cost of physical and administrative "leak” detection and reducrion, as
well as selection of appropriate technology should be studied; the compatibility of
tariffs with the goals of economic efficiency (including soclal justice,
crosg-subsidization) and financial viability (including appropriate allowances for
depreciation, bad debts, extensien and Inflation) should also be chaclad;

(}) the analysis of transfers of funds and other rescurces requires extensive studies
which can be supported by major development banks and agencies which are frequently
invelved in pre—investment programmes.

Intra= and intersectoral cooperation and coordination

13.

The commonly encountered fragmentation of CWS responsibilities between a large

number of agencies and sectors has some advantages; these include:

(i)

the ability to give priority to sanitation when there exists an agency in charge of
this subsector only. Sanitation 1s often a uneglected function in those agencies
which are in charge of the CWS sector as a wholej
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(11)

(1)

(11)

{1i1)

(iv)

()

15.

similarly, the ability to plan and implement CW5 services in rural areas, through an
agency dealing with rural CWS only, thereby preventing the rural subsector from
lagging behind urban CWS;

gsimilarly, the abllity to foster the development of operation and maintenance, which
are often neglected in agencles which are primarily oriented towards construction of

new works;

similarly, the ability to ensure that adequate support to the development of the CWS
sector is provided by other sectors responsible for instance for health education,
promotion of community partifcipation, and water quality surveillance;

it {8 easter to develop proceduras and technologies sultable for specific situations
if agencles are specialized;

the overall direction of priorities is less affected by political pressutres once the
various programmes and plans of many different agencies have been adopted and are
being implemented.

The disadvantages of sector fragmentation include:

the possibility of overlapping or duplication of functions and responsibilities
between agenciles;

the chance that there may be gaps between the service areas of various agencies;

the sum of overhesd costs of various agencies will generally be higher than in the
case of a single agency;

there will be duplication of efforts in areas such as manpower development;

it will be more difficult to attract resources unless the plans of the varlous
agencles active in CWS can be integrated,

Tt may be feasible to reduce sector fragmentation by restructuring crganizations or

by reallocation of agency functions; coordination within and betwsen sectors is necegsary:

(1)
(i1)
(1ii)
(iv)
{v)
{vi)
(vii)

16.

(1)

to ensure that the impacts of investments In CW5 are maximized;

to prevent waste and achieve maximum economy;

to speed up the delivery of services to the communities;

to prevent overlaps or gaps Iin coverage;

to improve the operation of the services;

to ensure community acceptance and support;

to control uote effectively the overall natiomal planning and implementation
pProcesees.

For coordination and intrassectoral and intersectoral cocoperation to succeed:
there should be at least one common objective adopted by all parties involved;

there should be advantages for sach agency to participate, with respect to its own
responsibilities or programmes;

one single agency at each level should be pgiven the responsibility and authority to
carry out a coordinating role;

lateral (interagency or betwesn sectors) as well as vertical (within agencles)
coordination should be simulranecusly organized;

the coordinater should ipn all cases be a national agency; international agencies
can only play an advisory role.
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17. Probably the most important aspect of fLntersectoral cooperation and coordination is
related to the integratiom of water supply and sanitation in the development of PHC. This
integrated approach has a multiplying effect in terms of extension of coverage and impact of
CWS improvements. For it to be effective, selected members of the community (facilirators,
community health workers, ete) should be trainmed to work with the community in identifying
its needs and priorities (water supply, sanitation, nutrition, etc), and to seek technical
assistance from responsible government agencies (Ministry of Health, Publiec Works Department,
Ministry of Education, ete) to enable the community to plan, construct, operate and maintain
its water supply and sanitation facilities. Sector agencies will need to deconcentrate their
gttuctures and to develop technical capabilitries and resources to support these community
efforts, There should alse be a feedback mechanism within these agencies to facilirate the
flow of information related to needs expressed by communities, so that strategies and
pelicies developed at national level can be appropriately adjusted. Since the community
becomes the focal point of the various sector agencles (bottom-up approach), it should also
be the most effective coordinator.

18, In the organization and implementation of intersectoral aection, comsideration should
be given to the following :

- (a) iptra- and intersectoral cooperation and coordination should be otganized broadly in
five phases;

(1) a study phase imcluding a review of the dinstitutional situation with
identification of overlaps, paps and other constraints in CWS development, proposals
for new definitions of agencies' responsibilities and functions, draft legislation,

recomuendations on coordination at all levels, and identification of information and
training needs and systems;

(1) an implementation phase, corresponding to the reorganization of the agencies
and the development of information systems;

{iii) a planning phase, based on a situation analysis, with formulation of
intersectoral policies and strategies, identification of projects and preparation of
programmes;

{iv) an Integration phase, where all plans are coordinated in terms of objectives
and staging, and resources are allocated;

(v} a project development phase, extending frow construction to operation,
maintenance, monitoring and evalustion.

- (b) by 1ts very nature, the organization of intersectoral cooperation requires the
active involvemeat of all technical ministries in charge of providing and monitoring CWS
services, particularly the Ministry of Public Works (or equivaleat), the main CWS
agencles and the Ministries of Public Health and Community Development (or equivalent);

the community should play a major role in the process; support can be provided by
external agencies.

Community involvement

19. In prowoting, planning and organizing community involvement, consideration should be
given to the following :

- (a) permausent community lavelvement is a long term goal, which in the context of CWS
development requires intersectoral action, involving in particular the Ministry of Health
(in the context of integrated PHC programmes) and all Ministries concerned with
Bducation, Local Government, Planning and Social Affairs (more specifically community
development): the attaimment of this goal requires a phased approach, including a
demonstration stage In the short term and gradual extension to full-seale programmes in
the medive term;
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(b) 1in order to demonstrate the feasibility and benefits of community-based approaches,
a pilot project should be undertaken; of particular lmportance is the selection of the
project area accordimg to specific demographie, socio—aconemic, technical, resources and
public health criteria; external technical agencies can suppoert the project
tdentification and formulatienm process, which requires a detailed study;

{(¢) the institutions (e.g. users' groups) and project personnel (e.g. facilitaters)
which are to operate at community level should be well identified, and adequate resources
ghould be made available to them at the beginning of the project;

{d) the mediuvm—term phase should consist in an extension to & full scale of the
improvements reached in pilot projects based on intersectoral cooperation and community
fnvolvement: this extension should take place graduzlly, after each previocus project has
been evaluated, and after having gathered all community-expressed priority needs and
project requests; project selection should continue to be bagsed on establisghed public
health, socio—economic and technical criteria;

(e} the overall organization chart for the promotion and organization of community
involvement should include a special CWS Programme Unit within the Ministry of Plan,
deconcentrated at regionmal level, with interface with users' groups, facilitators and
ather community corganizations.

Human resources development (HRD)

20. Besides being the most important compenment of natiomal institutional development,
HED is regarded as the most critical isgue, particularly in the less attractive positions
which are offered in software (as opposed to construction) agencles, in rural areas, and in
operation and malntenance (as opposed to construction of new works)., In planning, promoting
and implementing HRD, consideration should be given to the following :

- (2) CWS agencles as well as institutions of other sectors, particularly public health,
and specialized training imstitutes should form a group in charge of undertaking a neads
survey, developing a programme, and organizing and evaluating HRD activities; the
participation of external agencies could be required ro support this development;

(b) the review should Include a survey of relevance of curricula to sectof needs, a
detailed task analysis of specific jobs, the reorlentation of curricula, and a gtudy of
the interrelationships between sectors and institutions;

(c) policy statements and legislation should be drafted to prepare for implementation of
required changes; as these take place, job descriptioms and performance standards, as
well as personnel policy and regulatious should be reviewed with the objectives of
minimizing political and other influences in selection and evaluarion of staff, and
improving efficiency and effectivenezs,

Institutional fmplicarions of technology choices

21, The adoption of appropriate low-cost techaology has fmportant fngtlituticonal
implications, and requires the involvement of the main ministries and coordinating bodies
concerned, with CWS agencles playing the major central role. The following should be
congldered :

(a) technology selection should be preceded by a feasibilicy study of identified
technical alternatives, giving appropriate weight to their operation, maintenance, public
health, economic, financial, and alsc institutional implications;

(b) because of the relavance of intersectoral considerations in this selection process,
all sector agencies, particularly public utilities and government CWs divigions, the
Ministry of Health and the Ecomomic Planning Unit, and/or any Decade coordinating body
such as the National Action Committee, should be involved;
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- (e) support can be provided by Technical Suppert Teams (TST), the office of the RR/UNDE,
groups eanpaged in regearch on appropriate technology, and external techaical agencies,
for evaluation of the relevance and validity of the proposed technology, as well as
organization of integrated primary health care development in order to provide maximum
health benefits;

= (d) as in the case of community involvement, the benefits of appropriate technology
should be demonstrated through pilot projects requiring the involvement of natiomal CWS
agencies, and technical cooperation from external research groups; the procedure for
gselection and implementation of such pilot projects 1s as previously described in the
case of small-scale projects designed to enhance community involvement and demonstrate
its benefics:

- {e) in the nmedium term, full-scale programmes can be implemented: they require surveys
of sector conditions, the setting of national (or regional) objectives and goals, tha
selection of individual projects, the procurement of resocurces, and implementatien by
stages; besides CWS agencies, the ilnvolvement of higher levels of government,
particularly the Planning Mindstry, is required; external organizations (major
development banks, hilateral and technical agencies) can be instrumental in gupporting
this development.

WHO's role in Iinstitutional development in CWS

22 The Genava consultation identified various interveations in which WHO could play a
useful role, particularly in connection with recommendations 7(a): sector reviews, 12(3):
studies of resources transfers, 18(b): organization of intersectoral cooperation, 19¢{b):
feasibility study of community-based approaches, 20{a): HRD programmes, and 21(c):
evaluation of selected technology. The participatery approach promotad by WHO should be
intensified 1in institutional development, so that support can be provided to national
agencies in the diagnosis of their problems, the search for solutions, and the implementation
of required improvements. Another essential role of external technical agencies such as WHO
consists in the dissemination of information and the promotion in a TCDC context of methods
hased on successful experiences, Through the publication of guidelines, and by econdueting
seminars and workshops, WHO can provide information and directions on evaluation procedures,
how to maximize benefits to health, how to integrate CWS development in the framework of
broader primary health care programmes, and other methods to be used by software providers;
this information should be channelled, not only to government agencies, but alse to their
consultauts and reference centres, and to International and bilateral financing agencies, for
which ipstiturional development iz often a critical issue in project appraisal.







WHO/CWS/86.9
Page 47

ANNEX 11

SELECTED BIBLIOGRAPHY

Republic of Costa Rica: water supply and sewerage tariff study
WHO/The World Bank Cooperative Programme, 1980

Republic of Terrania: a case study on the economic and financial agpects of programmes and
projects in the drinking water supply and sanitaticn sector
WHO/The World Bank Cooperative Programme, 1980

Tariff structures in water gupply
by Louis Lauvgeri, 1982, ET5/82.2

Institutional development in community water supply and sanitation; case studies and issue
papers, WHO/CWS/85.5, 1985

Basic strategy document on human resources development
EHE/82,35, 1982

The administration of human resources development
by J. Montgomery, M. Esman, The World Bank, December 1979

Guidelines for planning community participation in water supply and sanitation projects
by Anne Whyte, WHO Offset publication, No. 96, 1986

Achieving success in community water supply and sanitationm projects
SEARQ Regional Health Papers, No. 9, 1985

Preventive maintenance of rural water supplies
WRO/CWS/ETS/84,11, 1984

Institurional development in community water supply and sanitation.
Report of an inforwal consultation, 18-22 November 1985
WHO/CWS/86.4, 1986

Institutional development in community water gupply and sanitation, Themes and questions.
WHO/CWS/86,10, 1986

Maximizing benefits to health. An appraisal methodology for water supply and sanitation
projects
ETS/83.7, 1983

Drinking-water and sanitationm 1981-1990, A Way to Health
WHO Geneva, 1981

Report of an informal consultation on national institutional developmant for water supply and
sanitation

WHO/SEAROQ, 24-28 June 1985

Programme of Institutioual Development, Environmental Health Progvamme, by A, Gonima,
PAHO/WHQ/Washington, D.C., April 1981




WHO/CWS/86.9 ANNEX ITI
Page 48 CHART I

NEPAL .
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ANNEX IIT
CQUNTRY PRESENTATIOQNS
A=NEPAL

A, Nepal: decantralization

1. Insufficieat financial and manpower resources and inadequate dinfrastructure are
important, but not critical issues in CWS development, especially in rural areas, The major
constraint is institutional: CWS agencies have not been responsive to the needs of the
people. They have been primarily concerned by their own technical performance. In the
sequence "input-output—effect-impact”, their main precccupations have been to ad just input to
budgetary allocations, and to maximize output in techaical terms. This has led to the
development of a "highly competent, however non-performing bureaucracy”,

Z, For effect and impact to be optimized, plans should be formulated at the level at
which they are to be lamplemented:

{i) top=dowvm planning should be replaced by a participatory approach: the community
should be regarded as central rather than peripheral, 1.e. ir should control the
delivery of services by agencies;

(i) planning should be integrated (complementarity between sectors);
(14i) domestic savings should be mobilized to supplement government allocations:
{iv) institutional development ahould focus on Improving the outreach capacity of

government, and Increasing the reaching out capacity of the people.

3. Effective decentralization of CWS agepncies should therefore involve deconcentration
of the agencies and devolution of authority to cowmunities, This is currently being tried in
CW3 and other sectors in Nepal, with a view to attaining a self-sustained development
(Decentralization Act, 1982),

4, The following three new structures are being implemented;

{1) Secretarlat of the Distriet Panchayat, composed of 1ine officials witch directives
from line winistries but reporting to Local Government authorities at Disrriet
level: development is oriented from this level on the basis of indicative planning
figures from line ministrries;

{ii) Service Centres, which are multisectoral and serve as first referral structures
(interface between communities and local agencies, at sub-district laevel)};

(iid) User Groups: their constitution is mandatory for any local project.,

3. The need to strengthen reeipient bodies has been recognized, as evidenced by the
creation of District Panchayat secretariats (deconcentration), and iuterface between user
groups and service centres (devolution, referral). It is also important to reinforce central
planning to deal adequately with multiple local requests, particularly din rural CWs
(programmes include numerous small profects),
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MALAYSTA
INTERSECTORAL ACTTON

(PWDs and Ministry of Health)

ANNEX_ {11
CHARY LI

Malaysia
(relating to Env. San. Sector)

Organization of Ministry of Health

Organization of Public Works Dept

(relating to Water Supply Sector)
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B~MALAYSTA
Malaysiz: intergectoral action
1. Malaysia has a federal system of government, and responsibilities for the provision

of CW3 services are ghared between federal and State agencies., The Ministry of Health, which
1s 2 federal agency, assists those commumities which are not serviced by State Public Works
Departments (PWDs) or local authorities in the construction and operation and waintenance of
drinking water supply facilities,

2. This type of iostitutional arrangement exists in orher countries and regions whete
it is generally more formalized, In Malaysia, although intersectoral coordination is largely
lacking, the rapid growth im coverage is actually the result of intersecroral action,

3. Although committees have been created to identify areas where the two main sector
agencies overlap, and to arbitrate conflicts, inreragency coordination is vary limited,
Also, since government is the sole provider of CWS services, including operation and
maintenance, incentives are lacking to enhance community motivation; this exists in other

sectors, in which the participation of the commuaity in development efforts is actually
rewarded.

4. The following vequired improvements have been jdentified:

to increase community awarsness of needs, and community involvement in CWS, thereby
decreasing dependance onm PWDs and other State government agencies: this requires

extension of the programmes of the Ministry of Health, and coordination between
these programmes and those of PWhs;

to entrust a single agency with the responsibility to integrare CWS planning and to
moniter overall progress;

to enhance community involvement in the determination of the type of system most
suitable for local needs; at present, the decision on the level of service {i.e.
wether PWDs~ or community-based) is based on availability of financial resources for
PWDs' futerventions and on political compitments, rvather than on the community's
ability and willingness to use the system;

to support the wunicipal guthorities in their effort to extend and monitor services
in those subsectors which lag behind, e.g. sanitation in rapidly expanding urban
poor districts,

5. Both intra- and intersectoral cooperation happen ia Malaysia, although coordination
has not been the subject of spacific regulations or efforts. The model may well lend itself

to replication in other countries., The achievements are rather impressive and this type of
institutional arrangement could therefore be promoted.
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ANNEX 111
C.COLOMBIA
C. Colombia: a changing profile
1. While sanitation lags behind, the development of drinking water supply has been

gatisfactory in Colombia, particularly through autonomous river basin agencies dezling with
water regources as a whole, The wain constraiats are related to sector fragmentation between
a large number of agencies at various levels of government, and a comparatively low prierity
vanking of CWS improvements by communities (water has third priority after roads and

electricity). Education is required to convince people thar access to safe water is a first
step towards health.

2. Ingtitutional fragmeatatfon fresults in the absence of an Integrated view of the
sector; this however should be entirely under control of the Ministry of Health, CWS is
actually a second priority in this Ministry, which must deal with many other issuwes. As a
result of ceatrvalization, communities expect government assistance, and it is difficult ro
enhance community involvement in sector activities. The sector is locked inte a rigid
institurional framework, which is hampered by difficulties in sofrware delivery, and need for
structural as well as financial improvements. A major issue is related to the difficulty to
abolish existing structures and mechanisms.

3. The structural constraints identified im CWS in Colombia are related to the limited
outreach of central planning and the lack of information systems and dinstitutions for
monitoring progress, The sector appears as excessively centralized in vertical terms, while
it is horizontally divided between many agencies. The ideal institutional structure which
has been recently defined as a long-range objective for nmatiomal imstitutional development in
Colewbia has the following main characteristics:

(1) the community is defined as the supporting structure for the entire institutional
frame, characterized by extensive decentralization;

(i1) sector targets are integrated into overall regional and urban development objecrives;

(i11) large communities form local services companies;

{iv) rural areas form administrative boards;

{(v) communities cooperate horizentally so that support 1s provided by stronger

structureg, guch as urban cowmpanies, to development in the weaker ZOTIES)
(vi) a coordinaring body is envisaged at regional level:

- te advise municipal and rural communities,

. to channmel funds,

- to moniror the wanagement of CWS services,

- to promote horizontal cooperation:

- to participate in general planning for optimization of capacity,
+ to act as linkage agency between national and local levels;

{vii) at national level, the separation of technical and financial funcrions is regardad
a5 absolutely necessary, with the financial functions being assigued to a highly
specialized entity of the financial sector.
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ANNEX TIL
D-MOROCCOH

Morocco: limits of decentralization

1, The Natiomal Drinking Water Supply Organization (ONEP) has geen its role extended
from planning for large urban areas to actually supplying water to small communities. Its
financial operations are now hampered as the agency must go beyond the limits of its
deconcentration potential, These dlfficulties are compounded by conflicts of interest in
resources allocation (especially between CWS and irrigation needs), by the fact that
sanitation lags behind - water supply, by the excessive fragmentation of sector
respongibilities and activities (as a result of gtrong communal powers), and because CWS
accounts for only a swmall part of the activities of the Ministries of Interior and Health.
ONEP must therefore f£i1l gaps, without however having couwpetence to cover the entire sector.

2, A multisectoral pilot project has recently been identified to foster CWS developmeont
at provincial level with adequate support from ONEP and other central suthorities, at the
limir of their deconcentration potential, However, such projects are seen as difficult to
implement, particularly because of inadequate coordinationm at central as well as regional
levels. They would have the merit of gtrengrhening reglonal structures (as first referral

level) and increasing self-reliance in CWS development throughout the rural partr of Cantral
Moroceo.

3. Despire the promotion of intersectoral cooperation through such central agenciles as

he National Action Committee (NAC) or the High Water Council, rural water supply development
in the provinces is difficult to organize centrally. It requires the active participation of
at least five wninistries or agencies (Equipment/ONEP; Equipment/Direction of Hydraunlic
Works; Agriculture: Interior/communities/régies; Public Health): for each one of these
ministries or agencies, rural water supply represents a difficult challenge with few

lucentives; extension of sanitation to rural areas and small towns is even less attractive
and more difficulr te achiave,

4. CW5 developwent in rural areas has also beea the subject of severe finaneial
congstraints. The allocation of funds te the sector depends to a large extent on the level ar
which financial and technical agencles can coopetata, For this reason, the Fonds
d'Equipement Communal (FEC), which finances community development through loans, is currently
studying the feasibility and potential benefits of decentralization for its oWn gtructures,
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SIERRA LEONE
OCRGANTZATIONAL STRUCTURE
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ANNEX IIL
E-SIERRA LEONE

E. Sierra Leone: an integrated approach
1. As a Tesulr of pgovernment commitment to the attailnment of the Water and Saniration

Decade goals, the situation of the numerous rural communities which had beenm hitherte
unserved became a matter of official concern, and resources were provided for remedial
measures. In the context of a UNDP-sponsored technical cooperation project, a Rural Water
Supply Unit (RWSU) has been established and technically organized on the basis of a distriet
leval pilnt project.

2. The main lesson learnt from this project has been that construction of new works is
ot by itself an all-inclusive solution to sector problems. Closely related activities such
as environmeatal education, water quality surveillance, rural sanitation and maintenance have
been brought together into what is now termed "rhe integrated approach” involving several
agencies and personnel of different sectors, particularly the Ministry of Health which is
responsible for environmental sanitation. Efforts have also been made te improve water
supplies as components of integrated agricultural development projects coordinated by the
Ministry of Agriculture and Forestry.

3. The RWSU, which is thinly staffed at both professional and sub—professional levels
is responsible for coordinating, monitoring and assisting in the fmplementation of five
large—scale projects; twe other projects have been approved and are scheduled for
implementation in 1986, These water supply davelopment activities include the provision of
improved wells with community iovolvement, and this necessarxily requires some health
education; this fully justifies the participation of health authorities, in programmes which
are organized and managed by RWSU, and partly supported by UNDP, UNICEF, WHO and some
non—governmental organizations like CARE or the Catholic Relief Services. The government has
formed a National Action Committee, consisting of meubers from governmental and
non-governmental agencies, to coordinate the activities of the sector.

4. The present trend is to decentralize some activities which have been recognized as
major elements of CWS development. This impliess maximum use of deconcentrated software
providers for education, surveillance and waintenance tasks, and motivation and training of
communi{y members so that they can by themselves take care of the installations. Training
can be done by CW5 and publie health staff, for instance through workshops at community
level; primary school teachers can alss be involved through a series of in-service training
activities at the Teachers Training Colleges.

3. The RWSU ig fully committed to the promotion of the integrated approach azs described
above. The ilmplementation of any new facility is preceded by an environmental education
programue, which contimues at village level throughout construction and after completion aof
the works, Members of the envirommental health team are trained to carry out gimple water
quality tesrs, which are perforwed on the source of water before construction begins, and at
regular intervals after completion. Rural sanitarion is also developed by the construction
of the VIP latrine which is adapted to the local conditions; the community is encouraged to
participate as the units are built for individual households,

G, Maintenance systems are developed at the village level; ag technology choices are
based on simplicity of maintenance, wembers af the community can take care of the facilities
without much outside assistance. The entire organization of CWS in Sierra Leone is oriented
towards the activation of all potential resources at village and district levels, while the
more central agencies remain thin and rely on intersectoral action in CWS development.,
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ANNEX I1I
F~COMMON FEATURES IN DESIGN
F. Some common features in the design of iastitutional arrangements
1, Although the organization of the CWS sector is country-specific and cannot he

subject to regiomal or global generalizations, some common features emerge from the various
organization charts provided by the members of the Consultative Group in support of thelr
regpective presentations.

2, The aimilarities between these charts probably reflect common precccupations;
institutional arrangements should be: (1) Dacade-oriented; (11} economically sound;
(1i1) coanveniently integrated; (iv) sufficiently decentralized; (v) easy to implement;
(vi) intersectoral; and (vii) feasibla.

3. Tt can be observed for instance that the ipstitutional structure of CWS in Nepal
after the Decentralization Act, 1982, and its By-Laws, 1984, fully meets criteria: (i) at
all levels; (iil) particularly at the levels of the Secretariat of the District Panchayat,
of the Service Cantres and of the User Groups; (iv) and {vi) at all levels. However, it may
take several years to establish the correspondance with eriteria (i1), (v) and (vi1), which
are related to feasikilicy aspects,

4, In Malaysias, ecriteria (1), (iv) and (vi} essentially apply to that part of the
sactor which is under the responsibility of the Ministry of Health, while the other criteria
are generally metr by PWDs' operations; this is probably the reason why the two subsectors
can develop Iin harwony, with good resulta in terms of progress iln coverage.

5, In Colombia, the long-term alternative which 1s recommended by the Institutional
Adjustment Plan corresponds at least to criteria (i), ({i1), (iv} snd (vi}, and there are
good reasons to believe that the feasibility e¢riteria would also be met. This will however
require important behavioral changes at local level, since the community, which was
previously a passive recipient of govermment—provided supplies, should become the basis of
all development in CWS,

6. The Morocco case illustrates some of the shortcomings of the model, as only some of
the criteria are met, and however coverage is being extended at a rapld rate. CWs
institutions are generally Decade-oriented (1) at central and first referral levels.
However, community self-reliance is not developed in the form generally recomiended, The
institutional framewsrk is economically sound (i1), but only so far as sector agencies do not
go beyond the limits of their deconcentration poteutial (iv). There are alse difficulties in
integration (iii} and im intersectoral actiom (vi), Institutional changes, such as the
ecreation of a National Action Committee, have proved difficult to implement (v), and In szome
cages they were not feasible (vii).

7. In Sierra Leone, the integrated approach invelving the simultaneous intervention of
hardware and softwara providers corresponds to criteria (i), (iii), (iv) and (vi). As 1in the
case of Nepal, it will probably take some time to establish the ¢correspondance of the model
with feasibilivy criteria (ii), (v) and (vii).
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HMETHODOLOGY ?OR ASSESEMENT AND IMPROVEMENT

(1} INTERVIEW with responsible officears

= in instituefon (all lcvela/vertibal/hnri:on:nl)
= outgide (relaced sectore = spengors = larended beneficiaties)

(2) STUDY ai community tevel and at braneh affice levg)
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{3) REVIEW of laws, regulations, preseripriens

= teview of structures
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= gbtain gpnaensus on Bajor problem areas and cauges
- tonvinee declsionmakers oo retiedial measurgs

{5) DIALQ&UE an criteria for realignment and on indicatars

- with responsible techniecal officers
— with decizion makers

(6) INTERVEXTION through participatery apptoach

— policy and srructural frsues

T FesQurcas transfer lssues, OMFL arrangements

{7) BVALUATION

- MEP

= more fundamental chanpes, feedback, redesign
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ANNEX IV
TABLE I
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(4) -

{5 -

(6) =

(7 -

TKDICATORS

(1) Coverage = quanctitative

- qualicacive
= both

{2) MEP ~ funerioning
— utilization
= impacr
{3} = Erainlng, carreer prospects

cafpuiesioning of new works
opaTatlion and maincenapeg

divigion of rasks
hierarchigal levels
referral functions

tariff strugtures, revelving funds
HRD, communicy wark
PrOCutenent, berrowings

Ingernal gash generacion
gervice to less—privileged
enforgemens of regelations

% gained in govarage
qualiracive isprdvements
galnt in resources

700 new water points have bkacn
created each year during the lasge

3 yaars, while objective was 550;
bowaver, 50% pive wacer of poor
quality (20X not safe), 10% are out
of repRir and L7X are net uged.

12 gewage rrearment plantz have
been builz in last 6 years; 5 ara
by-pagsed; 7 function irregulatly;
the pollutjen of sfrvaws near large
towms 18 fpcreasing despilte Chese
facilities,

Alignmenc to public servige
zalaries has caused rapid turnover
of scaff; works in propcess huve
inereased by 70%; no wetehmah &C
BLandposts; many are broken,

Seczar is cxcessively fragmented;
nach subsector has several layers
of hierarghy, still insufficicns co
redch community and provide
SWMpPGTL.

Tir following have been stugdied:
long run marginal cost, averaga
cosC and price, tariff soruccutre,
Loternal race of rerura,
consumers! credit, rage of
borrowinfs, number of cuwployecs/
1n:tnllatiun5/clicnts, training
capacity.

The following have been goudied:
number of standposts apd yacd and
cocial connections; alternsCiven
Lo water vendors; perforbance in
culieacion of arrears] transfer of
turplus tc extend servige ¢ urban
poor and ruril areas.

Some sclutiont are envisaged

o compengale For weaknesses of
agency: project unles, assocfation
with Healch and Educacison
Minlastrics, constifution & users'
groups, ¢nfouragement to creacien
@f privately=owned service cencres,
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ANNEX IV
TABLE IIL

PERFORMANCE EVALUATION

(1) I8 THE INSTITUTION ACKIEVING ITS
OBJECTIVES?

(I= there 8 necd to reformulate
objectives?)

€2) ARE THE SERVICES FROVIDED BY THE
INSTITUTION UTILIZED?
(18 ther¢ a nced to change
nature of gervicesy)

{3) 1% THE INSTITUTION FUNCTIONING A5 REQUIRED?
(I there a naoed e change regulationa?)

(4) 15 THE INSTITUTION SYRUCTURED AS REGUIRED?
(I& there a nged co redesign the
erganizagion charg?)

(3) ARE RLSOURCES AVAILABLE?

(Is there a need to improve trangfer
mechanisma? )

(6} I3 THE IxSTITUTION CONCEIVED TO ACHIEVE
1T OBJECTIVES?

(Is there a need to rodefine Eramguork?}

(7) ARE CURRLNT REMEAIAL MEASURES GEARED TO
IMFRQVED PERFORMANCE?
{15 there a nged o proposc pew measures?

Progreas is satisfactery
in urbgn water supply;
sewverage lags behind; WS
development 1z =low in
medium—gize towns and rural
areas,

Public standposts not much
uded] illepal conngetisns;
14 rural areas, handpuops
break down; publig larrines
are geparally noc used,

Altheugh incernal regula=
tiong and periormance
objeggives are followed,
very little progress is
achigved in goverage und
qualiey.

In iz2 effort to decen=
tralize, the inscitution
has created field offices
whigh have no ressurce to
provide efficient rererral
services,

Tariffs hgve not bgen
adjusted regularly for
inflation; there is a lagk
of qualified midmanagesent
gtaff for vural werer
supply.

Maia pregecupation has been
te maiatain lgvel of sorvice
In urban eentees; urban
deficit in finance and
gOVeTRGe affgeees potential
of extension to rural arpas.

The new decengralizacion
PTenT4mme 12 failing because
devolution canngr be erfec—
Live in absence of aerual
decancengracion,
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DIAGIOSIS

(1) Irrealistic abjectives
Inzuffigient inpucs/outpurs/effess/inpace
Ineffecpive developmest approach

{2} Inadequacy of serviees In relacion to nceds
Lagk of metivazien
Lack of educacion

(3} Tnadequacy of prescribed functions as related to official mandace
Latk of afficiency in perzarsance of presgriged funcrions
Lack of effeccciveness

(4) Inadequacy of existing scrucgures
Lizited decentralization potenrial
Lack of pefential for Incersectoral acgion

(5) Available resources are nap franafevrad
Funds, sanpower, materials, equipsenc, leadership arg laeking
Inadequacy of meghanisms for radsing resourges

(4) Hajor OWFL changes are required
Support is requiregd from echer institutions
The mangare shouid be fulfilled by another fnstitucian

(7) Fallure of gurrenmt structural ghanpes
Fallure of ilmproved techasisms to increase of transfer rosources
Weoed foF new approaches and policy decisipns

ANNEX IV
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Tables V, VI, VII

Table V

—

PROGNQS IS
AL URT
1. Lack of credibildey,

fallure to wmeet ohjecrives, law mocale

2. Limited gontact wich commualty, wnsatisfictory 0&M and utillzation

3. High persgnpel turnaver, high cosr, poor resulrs

4. Ingreasing costs, lmiced cutrgach, herdwarg wirhout sofrware

3+ Decreasing abserprive capacity, difficulty to find Funds

6. A=z situatien detevriorates, Institucion less apr to fulfill mandsre

More rezources will he spent with decreasing cost/besefic racio

Table VI

ASSEMETIONS ON CAUSES

1. Paor planning:

2. Insufficigan softwope:

3. Legal ané wanagerial

5. OMPL issues {emphaziz on erganization}

6. OXFL fszues (all)

policy isaums, resources igsguas

Barduare provider overcencralized and laslated action

Errors {n fastityrfonal reforms, poor ban

pelicy and acruccural {szsues

consrralnts, afrugtural and fynerional izgues

agapent

Table VII

CRITERTA FOR REALIGNMENT (ENTRY FOINTS)

Conglgtency with Dacade appesaches (central level)
Fulfillment of e33untisl aeeds (rellance on social S8CLOTs)
3. Optioum level of Intggraciem (central lovel)

4. Optioum level of decemtrallzacion (flra referral leval)

5. Easy flow of resources (all luevels from centeal ta lecal)
6. Incoptated astion wich other PUC elymonts (gl lewals)

', Easy fransigion to iaproved SEructures/mechanisms {all lewels)
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CONTFNTE OF INTERVENTIONS:

4

- Bervi

= [inaa

- adain

- plaaning functien

desipn master plan [or 1D with flrse phage

ldent ity prerequlsttes {resources, policy decisfonu)

eheck (wazibility based on exisfling structures
check dequatien to objecrives

Frvjow obijcegives

S¥panise pre—invostmant wark

check institution's cupocley 1o porform pimple tasks

workshop = manuals

= pracurement function

map situvatlon in ceras of resourqges movilizacion
jdenzify fsaswes in funds mob{lizatdan
study work In pProgress
tost af resources
- increases by growth
= ingreases by inflation
- rgoneole costing within Inetifution
— ¢ost projections

worksheop = manuals
e fumebion

delivery of zervices

m construction — procedures
— support services — coordinatien
= operalion - procidures
- mairntenance - procedures

rocovety of Cost
- prieing, billing, colleefion procedules
= capnunlty contributions
- study meraring issue

prozotion

stacincigal rogords
pxgensRien, rtenabilication
warkshops - canuals

tralning programmes, researeh

tial funttion

tarlff studies (sttuctufes, averapge)
accounting (records, coest aceounting, voluarion)
inflacian aggounging
revalving funds
- projfectang demand and supply
= Proeet Gost
- insritutions for [esources CrOnsiers

fecracive [uaction

Table IX

ANNEX 1V
TABLES VIIL, IX

Table VIII

EMPRAR IS ON:

- trangfer of resvuters

AVGIN IN INITIAL PHASE:

- funegions and mechanisms o perform them

- planned gradual inscitublonal developwent

adaptation &f sEructures TO TOXOUrCes

— fupdamongal structural ¢hoanges

designing process while {gnoring contents

- performange of simple repetitive tasks within insticution

- planning dovelopoent beyond absatprive capacity

dosirning meghanisms in sbecnen of resources (o be channelled

dealing with one resource and ipnoting cchers
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Background

1. One of the major obstacles to successful decentralization of CWS ageaciles 1s the
inability of hardware previders te deconcentrate their structures beyond a certain level, due
toe cost and logistic constraints, and the resulting lack of adequate first referral
strectures in support of community wotk.

2. There are broadly three ways to bridge this gap:

— (W3 agencies can secure the support of agencies of other sectors, such as Public Health,
which are more deconcentrated: they can simultaneougsly endeavour to axtend their
outreach, for instance through the Training and Visit (T&V) system, which has been
extensively applied in the agricultural sector;

- Project Units can be created, and become permanent structures in the context of large
programmnes, particularly those based on replicable projects; these Units can then be
used as fivst referral level; NGOs often petform similar functions; it can also be
envisaged that a private enterprise be contracted to provide support to the community in
the operation and maintenance of facilitiesg

- the community itself can expand its structures and inerease its resources in order to
achieve a higher degres of self-reliance, thereby becoming less dependant of referral
systems; this I= sometlmes achieved through the creation of Water Users Assoclatious or
Water Unfous; the process can be initiated with the assistance of a facilitator.

3. This Working Paper presents abstracts form several internal documents of the World
Bank, without however quoting any value judgement which could be made in these documents,
The only purpose of the Paper is to provide some information on Project Units, inter-agency
coordination, Training and Visit aystem, and other ways to “"reach the small farmer”.

Project Units

4. Project Unit is a broad term coveting several types of arrangements: (a) a special
unit set up withlan an organizatioean to undertake a one time activity, such as a wmajor
investment, or for launching a new activity for which a specific group of specialists is
necessary; (b) a special unit located outside the agency to undertake investments and/or
activities which duplicate key fumetions that the line agency is not considered able to
handle effectively; (e) a sgpecial unit designed to coordinate several line agencies
regarding & particular activity.

5. From an organizational viewpoint, the first and last type usually are legitimate
arrangements. Project Units of the second type have baen psed to circumvent the deficiencies
of line agencies in order to get iavestments and programmes implemented. In these cases, the
trade-off between institutional development (ID) and the investment programme was decided in
favour of the investment.

6. Project Units of this type can be an unsatisfactory solution if provisions are not
made for integrating these units into the line agency once the project is completed, and for
using the unit as a demoustrator of better organizational methods and techniques with could
later be absorbed by the main ageney.

7. Most of these units fulfil their basic purpose, to implement investment. Tn a Few
cases, they have been integrated into line agencies, but generally they have achieved little
from an institutional viewpoint. The expected demonstration effects did not waterialize, the
units remaining highly insulated enclaves. Their organizational arrangements, designed for
expeditiousness and relyini heavily on special budgetary and personnel condjitions, proved to
be too sephisticated and expensive to be absorbed by the line agencies, In several cases,
the units were maintained mainly as channels for funds,
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8. The assumption that the model represented by the unlts would be replicated proved

wrong, because wmany units tvequired departures from the status quo and a level of
organizational and political risk that line agencies were unwilling to accept. Also, staff
of existing agencies perceived the afficiency of the units ag a threar, The demonstration
effect was lost if the difference in concept and efficlency between the line agency and the
Project Unit was too large. These raesults confirm the advantage of making changes from
within an organizarion, rather than relying on external demonstration effects that could even
have negative consequences,

9. Project Units were sometimes used for introducing new technology which proved to be
too complex and expensive to replicate onm a countrywide basis. Also, Project Unitg have
often siphoned away funds and sometimes the best staff from the line agencies, while weak
institutions related to the project were neglected and even deteriorated. Considerable gains
achieved for instance through the application of the Training and Visit system were gometimes
lost because the Project Unit alienated existing agencies by taking their staff and working
putside normal bureaucratic channels.

10. These negative effects have been, =8 expected, more acute when the line agencies
have been weak and the difference 1in efficiency between the wunlt and the agency more
pronounced, Algso, tensions increase if units, in addition to implementing an Ainvestment
programne, administer independent activities such as provision of services.

11. What are the operational implications of this experience? Project Units which
duplicate existing structures have no place in a strategy aimed at iastitutional
development, Their demonstration effect has been slight, or negative, However, i1n some
cages, the urgency of an investment and the weakness of the existing institutions leave no
obvious alternative to a separate Project Unit, This may mean postponing the ID objectives.

12, The first step is to determine the strengths and weaknesses of the existing agency.
This assessement should he made by competent professionals. The establishment of a Project
Unit is a serious matter and ghould be treated as such. Many times Project Units have been
egtablished where it was not really necessary and, conversely, line agencies have been used
when a Unit was justified,

13, The use of a weak line agency to Iimplement relatively large projects could he
equally damaging because 1t can burden the agency to the point of near collapse, aborting the
Investment and ID. The final decision must he a judgement, by the country autherities, on
the relative priorities of the projest and of the ID objectives.

14, Several wmeasurez could be taken to optimize the use of Project Units: {(a)
organizational arrangements should be replicable by the lime agency at the end of the project
implementation period. Thus the gap between the expected efficiency of the unit and that of
the line agency should not be too large; (b) detailed provisions should be made for the
gradual absorption of the unic by the line agency; (¢) key local personnel should be
involved in the Project Unit from the beginning; and (d) the project should Include an 1D
programme for the line agency, perhaps with common programmes in areas such as HRD.

Interagency coordination

15, Interagency coordination could have several meanings: (a) normal c¢ontacts among
agencies in the course of their work; (b) speclfic coordination procedures (one agency
requiring actiou by another before a decision could be taken); (¢} “line" coordination,
with authority over the agencies being coordinated; and (d) "functional” eor advisory
coordination by a separate (higher) body, but without authority over the agenciles, The
latter could ba undertaken at different degrees, covering one or mere functions in the
agencies involved. ‘

16, The "state of the art™ treats interagency coordination in a rather formalistic way,
mainly within a system's view of the interactions of an finstitutilon with its envirooment,
ineluding other institutions, but little is available about the motivational or behavioral
aspects: why would an agency, or the actors within an agency, want to ¢oordinate with others?
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17. Coordinating committees generally have been unsuccessful, an expected result given
their lack of real authority., There are many instances in which poor coordination resulted
in inferior performance, or in potential henefits being lost: excessive investments in
alectricity generation; damaging effects of varegulated competition in transport; delays in
agricultural production for lack of inputs at the right time. Inadequate coordination has
also appeared because of poorly designed institutional structures.

18, Coordination will become an increasingly important issue in the social subsectors,
where it is wvital but diffieult to achieve, The approaches followed gemerally are
multisectoral in nature, as in integrated reral and wurban develomment, and sometimes tha
minimum sactionable programmes in agriculture are inherently complex and may require the
intervention of numercus agencies to provide, for example, marketing, fertilizers, extension,
etc. Thus success will depend more on the willingness of agencies to participate effectively
in & coordinationg mechanism.

19, A problem with the social subsectors 1s that the agencies involved are among the
weakest and least progressive and structured., Coordination is harder, because it is mora
difficelr to work with other agencles from a position of weakness and without clear lines of
authority. The organizational dilemma is that agencies dealing with social activities should
be wore loosely organized, with a significant proportion of the decision=making taking place
at low levels. These conditions are not conducive to interagency coordination.

20. At the conceptual level, more effort should focus on the political and motivational
aspects of coordination: wunder what circumstances, and ser of incentives, is coordination
effective? At the operational lavel, the lessonr 15 that coordination {n the social
activities is probably expensive and unlikely to be efficient, and ought to be minimized or
moved to the planning stages of an operation.

21. This issue requires further explorastion in several directions: (a) the role of
incentives on agenciles and actors (the advantages of coordisation to them could be clarified
and studies of coordination issues could have a positive role); (b) the potential of

alternative methods for achieving interagency coordination through the normal functioning of
the agencies,

22, Two other operational conclusions emerge from this review, First, coordinating
mechanisms without authority should be avoided, unless they are not expected to play an

operational role, Secound, it is essential to have political support before launching a
coordinating mechanism.

Training and Visit system

23. The Training and Visit gygtem is basically an organizational and managerial
approach, Its purpose, as it is applied to extension, is to upgrada the skills of extension
staff and to provide farmers(l) with professional advice on how to diagnose and solve their
operational problems. The T&V wmethod emphasizes the timely and regular delivery of simple
techafleal know-how by village extension workers (VEWs).

24, The VEWs and all other extension personnel are assigned to work on extension
full-time, and relieved of other responsibilities. On a fixed day, generally once every two
weeks, the VEW vigits each “"contact farmer”, and any interested members of his group in that
farmer's fields. The contact farmer Is responsible for communicating messages between his
group and the VEW. 8o that the VEW can find answers to questions raised during wvisits with
farmers, and to learn ahout what cecommendaticns should be stressed to faruers during the
coming weeks, the VEW meets with his Agricultural Extengion Officer (AEQ) routinely, and with
Subject Matter Specialists (SMSs), also generally every two weaks,

(1) The T&V system has been essentially used in the Agriculture gector, although its main
fearuras have been shown to apply te other sectors including CW$ and Public Health,
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25, The AEOs and 5M8s, in turn, malntain regular contact with research, in order t¢ help
transmit ionovations and solutioms to the Ffield, and to bring Iin farmers' questions for which
tha 5MSs themselves cannot supply solutiouns, The frequent contacts between farmers and VEWs,
VEWs and AEDs/8M3s, and extension and research are designed to prempt a contindous, timely
flow of information back and forth between research and the field.

26. 5ix main organizational and managerial principles characterize the T4V system, which
make 1t particularly suited for activities 4invelving large numbers of decision-makers,
geographically scattered, and without clearly specified technologies. These principleg are;

- ¢a) Tipght and simple management, including a well defined organization, 2 direct, unified
line of command, carefully specified and monitorable tasks, and close supervigion.

- (b)) Flexibility iIn conteat within a tight organization, so that through the continuous
contacta among participants recommendations and solutions are tailored te the particular
neads and resources of the farmers served,

- (¢) Reform within rhe existing system, rather than ¢reating enclaves or new agencies, in
order to ensure a realistle and replicable approach.

- (d4) Targets high in visibility and with immediate impact, especially as the system
begins; the focus is on innovations which will raise productivity, and hence income, but
taking into sccount existing resource constraints and implying lew rwisk and cost.

- {e) Continuous flow between regearch and extension, which Aiuduces practical problenm
solving and fast adaptatiom to changing conditions; regular VEW tralning sessiong are 2
key element for transmitting information to and from the field; and

~ (f) Built—in mechanisms for mounitoring and evaluation, through continuocus close
suparvision and periodie evaluation.

27. These principles are iuterrelated and murually reinforeing. The linkages among the
different parts of the system are essential. TFor instance, extension could enjoy excellent
organization, but would be crippled without a close tie to research. The lack of useful
technical messages would dlscredit the extension service and demovalize its staff.
Conversely, vesearch will be discounted as irrelevant without close ties to extension
bacause, to be effective, it has to address the farmers' current problems and ger
recommendations out to the fleld efficiently.

Applying T&V principles to PHEC sectors

28, The organizational and managerial principles on which T&V is based would be
applicable to activities in the social sectors that entail delivery of services, e.g., the
the delivery of health/nutrition/population services.

29. Health delivery (amd also netrition or population) programmes may lend themselves
wall to T&V principles, both because they encounter similar institutional problems as
agricultural extensions and because there are already a number of precedents In health
programmes for similar modes of operation (eg., utilizing Village Level Workers (VLWsz)).
Health agencles are commonly weak, and loosely organized and supervised, particulaxly at the
local level, The application of T4V for tightening controel over a decentrealized delivery
syatem may be useful in malking health activities more effective.

30, To make health programmes more manageable it 1s necessary to simplify and etreamline
their organization. Often local programmes fall under the jurisdiction of an agency other
than the Health Ministry, such as the Ministry of Local Govermment, & territorial
administration, ar a rural development programme. As in T&V, they need a more unified line
of command, A controversy exists as to whether vertical health programmes are better than
horizontal, fully-integrated programmes. The T&V example would suggest that the answer lies
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somewhere in between the programme should begin with a few high-priority, simpler
oblectives along vertical lines (e.g., imoculatioms; material-child health care; supply of
contraceptives}, but gradually expand to more complex objectives as institutions capabilities
grov.

L. In this respect, 2 key Issue that has to be decided is the right balance between
curative and preventive health programmes., As in agricultural exteusion, innovations high in
suceess and visibility are most likely te elicit partieipation and support. While monetary
incentives do not apply here (even though good healrh indirectly raises productivity and
hence income), other equally important incentives relate to health programmes, such as saving
lives and visibly relieving disabilities. The problem in health, however, iz that many
curative and most preventive wmeasures do wnot have an immediate, obvious impact, or may
Tequire ongolng maluntenance and follow-up which are hard to control. Moreover, minor
failures in implementation by the beneficiaries could neutralize most of the progress made.
For example, a preventive programme including the boiling of water could be wasted if the
beneficiaries miss applylng it even onme or two days in a moath. Thus, following the T&V
approach, health programmes would bagin with wmeasures whieh do have praedictable, wvisible
results, perhaps mainly on the curative side of the operation, for instance, {noculation
against a spreading contagious disease.

32, Besides visible results, stromg VLW work is also important for initial success,
since VLWs' c¢redibility and hence morale has been uadercut in the past by their inability to
deliver good advice or medical supplies, or by their unreliabiliry, Therefore, health
programmes based on this system should ensure from the begloming that ViWs possess wmedical
supplies, transmit timely and accurate messages, and maintain regular comtact, Lataer, odce
community confidence and VLW eredibility is established, the programmes can move on to areas
of less visible immediate effects. A good example is malaria pravention, which requires the
individual to take regular medicatlon, or other measures involving wnclear results but
requiring consistent follow—up.

i, The link between extension and research work in agriculture would be equivalent to
the link hetween field workers amd both medical/health specialists and researchers. Given
shortages of specialist staff and the need to reach broad communities, it makes sense that
VLWs are not highly skilled but can depend on back-up teams of specialists for new
recommendations (e.g., diagnosis of illnesses, preventive measures), and for availability for
referrals of serious cases, As in T&V, continuing training 1s critical not only for updating
recommendations, but alse for building up the skills of the VIWs.

Reaching the swall farmer

34, Az projects are increasingly directed to reach poorer populations, the particular
difficulties of involving and increasing the capabilities of the poor have become more
apparent, Nowhere has this been felt more than in agriculture and rural development projects
trying to reach small farmers, There are three reasoms why this is difficult: (a)
traditional incentive systems which worked with commercial farmers have sometimes proven less
effective with small subsistence farmers; (b) farmers may be dispersed and fractionalized
geographically, socially, culturally, linguistically and polirically, making it harder to
reach and organize thew; and (c) officials and staff in charpe of programme Implementation
have little comtact with subsistence farmers, in part because of accessibiliry problems,
Thus, they may not be aware of the farmers' real needs and values,

35. Programmes frequently failed to briag small farmers into the system, essentially for
two reasons; first, the farmers tend to be represented as a target number of beueficiaries
te be reached, rather than as constituencies to be assimilated into the institutional network
serving the sector; second, it is often assumed that the same, perhaps more Incensive,
strategles that have been suceessful in reaching moedernizing, commercially-oriented groups
{i.e,, price Incentives, subsidized dinputs) would apply in reaching these poor farmers,
although differeut strategies with additional elements were actually needed (i.e.,
involvement in decision—making and their labour commitment to the programme).
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36, Some of tha new approaches for involving small farmers require fairly radical
depattures from the ways both governments and aid agencies are used to working. They require
s sgignificant investment of time and resources in mobilization at the grassroots leval.
These approaches alsc have lmportant political implicatioms, gince they invelve shifting the
balance of power.

37. Montgomery and Esman{t) identify six “potential chanmels for extending services teo
the poor™:

- (a) Market mechanisms impose low administrative and resource demands, but the commerclal
sector does not find many goods and services needed by the poor profitable, nor are the
poor able to participate in markets; market processes may even victimize the poor.

(b) Voluntary organizations alse Invelve low costs, and are flexible in responding to
changing needs and conditions, but they often suffer from poor organization, mistrust by
local groups, especially if they are foreign, and gervice on 2 limited scale.

(¢) Traditional bureaucratic structures can provide services with reagonable quality and
cost standards: but they are slow and the gap between bureaucratic structures and thelr
grassroots constituents limits the structures' possibilities of reaching many of the poor.

(d) Modified bureaugratic structures{2) may respond more sympathetically and flexibly
than the traditional bureaucracy, becauge they Thelp bridge the gap  bhetween
bureaucracy and gragsroots; but developing new 4intermediary authorities takes
considerable preparation, and governments may tesist develving the necessary authority to
these structures.

(e) Devolution to local authorities, such as wmunicipal or provinefal goverament is
advantageous because these authorities are closer to the poor, seem more directly
accountable to their constituents and can mobilize them more easily. However, thelr
capability to take on such vesponsibilities has been limited, and it is not clear that
they always operate to favour the iInterests of the poor.

(f) Involvement of local interest grnups,(3) formal or informal, benefits from thelr
sensitivity and ability to mebilize theilr own membership, However, they may be slow to
organize, suffer from politicized leadership, and lack the know-how to interact with the
exlsting bureaucracy.

38. Another channel identified by several sources is the "intermediary institution”,
such as transitional arrangements for irrigation in which the local frrigation asseciation is
organized along traditional lines of authority, but managed to assimilate new functions
requived to link it with the central, more modernized bureaucracy.

39, Two further polnts are highlighted by experience: (a) new users for institutional
channels teud to dramatically change (for better of for worse) those channels in the process,
patticularly i1f they had been weak; (b) the effectiveness of a given channel requires
fairly simple procedures and lines of authority.

(1) J. Montgomery, M, Esman, The Administratien of Human Resourees Development, Decemhber
1979, paper written ag background for World Development Report IIL.

(2) May involve decentralization of authority te lewer levels of organization, intermediary
responsibility as with paramedics and other para-professionals, or spacial authoxiries
such as parastatals.

{3) Women's groups, credit unions, labour unions, users’ assocliations, ete.




