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7 The Effectiveness of Alternative Water Gover nance Arrangements
Claude Ménard and Rathinasamy Maria Saleth

7.1 Introduction

There is a consensus both in the literature anidypoircles that “water crisis is essentially a
crisis of governance” (Global Water Partnership@O00QThis fact applies equally to both the
water sector as a whole as well as its main sutrsedte. urban water supply and irrigation.
Given the economic, social, and environmental cestsociated with ineffective water
governance arrangements, there is an urgent needatoate the effectiveness of existing
water governance arrangements and their altersati®eich an evaluation requires a clear,
operationally applicable and commonly understooiind®n of water governance and its
alternative forms and their key features and irtdicsaof effectiveness applicable at various
scales. Such an operational and analytical uraleistg can form the basis for evaluating
alternative water governance arrangements in tefmtiseir ability to meet the efficiency,
equity, and sustainability goals. It can also fah@ basis for the evaluation of ongoing and
proposed reforms that might improve the effectigsnef water governance in specific
contexts.

Given the strong and positive association betwe#actere governance and better
development outcomes (Kaufmann, Kraay and Zoidoakai 1999), many countries have
been trying to improve the effectiveness of watevegnance through various forms of
institutional reforms and technical modificationseothe past two decades. Although such
reforms are neither uniform across countries oosswater subsectors, there are certain
common trends and patterns. While countries wiltitutionally advanced water sectors
are going for high level institutional changes,oither countries, there is a gradual move
away from state-centric and centralized forms toreanoser-centric, market-based, and
inclusive forms of governance. There is an indrgpgendency towards basin-based
decentralization, better cost recovery, water demaranagement, and user and private
sector participation (Saleth and Dinar 2000; Tr@pp7). The changes brought by reforms
have changed the governance structure in the watéor in general and water subsectors in
particular.

A comparative approach, based on numerous expesenicwater governance reforms in
many different countries (see Shirley (ed.), 208&leth and Dinar 2004, 2005, and 2006),
suggests that there is no optimal answer to thélgms of urban water and irrigation
governance problems. There is no particular agaret that would be effective in all
contexts. This is because the success of a spaciingement, its implementation, and its
monitoring depends on its relationship with theteswf institutional arrangements within
which it sits. At a general level, this means ttiegre is the need for a collection of
polycentric governance systems to meet the goalsffafiency and equity in different
contexts. As a result, and this is what we commaoiblserve most of the time, we have a
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mix of systems. This raises a difficult problenr fidecision makers because selecting
effective governance requires identifying its fedsy, which depends on different
considerations including the efficiency, equitydasustainability dimensions in specific
circumstances.

This chapter aims to provide some answers usinlg thetoretical considerations as well as
practical illustrations at the sub sectoral levalsirban water supply and irrigation as well
as at the water sector as a whole. It examinésrdift possibilities to deal with governance
issues appropriately using several criteria, palaity feasibility, performance efficiency,
transparency of the process, and accountabilityeafsion makers. It also derives certain
guidelines and principles that can be used to ezéhdre effectiveness of water governance
in sub sectoral and the general water sector cont€ke chapter is organized as follows.
Section 7.2 discusses the concept and analytisstdr governance. Section 7.3 examines
alternative modes of organization that can be implsted in urban and/or rural water
supply and in irrigation. Section 7.4 refers tostpand ongoing reforms to review
requirements and trends in changes in water gomeena Section 0 summarizes lessons
drawn from general governance considerations vagamd to the effectiveness of utilities
generally and the water sector as a whole moreifgiadly. Section O identifies principles
and proposes guidelines for accompanying reformsivated by the search for more
effective arrangements. Section 7.7 concludes withme recommendations to
policymakers.

7.2 Water governance: concept and framewor k

Like the general concept of governance, the conaeplater governance also has different
definitions. While Franks (2004) discusses théohisal evolution of the concept of water
governance, Rogers and Hall (2003) and Tropp (20@v§ provided a review of different
definitions of governance in general and water goaece in particular. The Global Water
Partnership (2002) defines water governance asatige of political, social, economic and
administrative systems that are in place to develogp manage water resources, and the
delivery of water services, at different levelssotiety.

According to Rogers and Hall (2003), the conceptatler governance,

“encompasses laws, regulations, and institutiortsitbalso relates to government
policies and actions, to domestic activities, amahétworks of influence, including

international market forces, the private sector aivd society. These in turn are

affected by the political systems within which thfemction. National sovereignty,

social values or political ideology may have a styampact on attempts to change
governance arrangements related to the water sest@s the case for example, with
land and water rights or corruption.”

This looks to be a very general definition of watvernance but, from an institutional
economics perspective, it sheds light on the twalysical dimensions of governance:
“governance framework or environment” and “govew®structure”, including their main
institutional components (North 1990; Saleth andabi2004)
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Figure 7.1 and Figure 7.2 summarize relationshipsvéen the environment and water
governance (Saleth and Dinar 2004 and 2005). Fioen perspective of water, the
governance environment covers the elements of #reergl governance system in the
country, including the constitution, political angements, resources potential, development
stage and population among other considerations. thé water sector, institutional
performance is affected by the interaction ofladise arrangements. The interaction process
is influenced by factors that are both exogenouseardogenous to the water sector and its
institutional arrangements. A change in any oséhfactors can, therefore, affect not only
the process of institutional change but also thdopmance of the water sector. The
governance structure, on the other hand, captbeemstitutional basis of water governance
and covers essentially the water-related legaicypoand organizational elements (Ostrom
1990; Saleth and Dinar 2004)

Culture & Politics
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Demography

Economic Change &
Technology

Environmental
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Source: Saleth and Dinar (2004)
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Figure7.1 Arrangementsinfluencing institutional performancein thewater sector
Source: Saleth and Dinar (2004).
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Figure7.2 Water governancestructure
Source: Saleth and Dinar (2004).

To see these elements, one can follow the followingundling exercise. Initially, water
governance structure is unbundled to identifyhte¢ main components - water law, water
policy, and water organization. Then each of thes@ponents is unbundled further to
identify the key institutional aspects (see Figiu®). The main advantage of this exercise is
that it is possible to trace the structural andcfiomal linkages evident both within and
across institutional components.

Figure 7.1 indicates the embedded nature of wateerpance within the overall socio-
economic, political, and resource context. In otierds, water governance system
functions within the general governance systemhefdountry, indicating also the sources
from which reform pressures can originate. WhilguFe 7.1 and Figure 7.2 deal with water
governance at the overall sectoral level, wateregomance systems can also be identified in
different sectoral and spatial contexts. They Wédlve unique characteristics depending on
whether the water is required for drinking, irrigat or other purposes and whether or not
the scale involves local urban, rural, nationakibaregion, watershed or city use. But,
these context specific governance arrangementhiiararchically or vertically intersecting
due to inter sectoral and inter regional water ddpace. Thus, the nature of the alternative
governance arrangements and their effectivenessndeglearly on the context or the unit of
analysis (Ostrom 1990). There is also an impoiitsute of the governance scale and forms
(Huitema and Bressers 2007; Tropp 2007). Whilduatmg the effectiveness of alternative
governance arrangements, there is a need for imafish between governance forms in
terms of centralized versus decentralized, singhesactor versus multiple actors and
stakeholders, top-down versus bottom-up, and lbgradc versus market-centric.
Connected with this, especially in the context eEehtralized governance, is the issue of
“poly-centric” and “distributed” governance (Kooimd993; Keohane and Ostrom 1995;
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Ostrom and others 1999), where there are parallelrélated governance arrangements
functioning side-by-side in different levels andtexts.

There are at least, three different dimensiongwels of governance that need to be aligned.
At the physical and/or technical level, the set of feasible solutions is already restddby
different constraints that need to be taken intmant including the geology of the region,
its hydrogeology, the density of population anddistribution over the relevant territory,
the existence (or not) of urban planning, the dttarsstics of the existing water network,
and so forth. At therganizational level, the choice of a specific arrangement is also
conditional on several factors including the existe of expertise among local or regional
authorities, the availability of adequate finana$ources, the possibility of private sector
participation which in turn depends on the statuBnancial markets and the risks at stake;
and, last but not least, the existence and avétlalomf competent management. At the
institutional level, the combination of policy making and the politipeocess that provides
its backbone, which in water systems always in®leoeal and regional authorities, and of
the existence of more or less efficient disputeltggn mechanisms (including courts), also
condition the type of arrangement that will be feles Three major consequences result
from this complexity. First, because of the diwgrsf situations at these three levels, we
necessarily need @oly-centric approach that can meet this diversity, an issygadicular
significance in water systems that differentiatefsam other infrastructures, e.g. electricity
or telecommunications. Second, a key issue for ithplementation of successful
governance as a whole is that the feasibility eblution and its success will depend on its
capacity toappropriately align the three levels of governance identified abovéhird,
reforming and monitoring water governance is nem@gsa team exercise involving
different experts, policymakers and concerned patpuis. In that respect, the capacity to
build consensus is a decisive aspect of effectbxepance.

How does one evaluate the effectiveness of govemarmrangements? This issue can be
addressed both from a qualitative and quantitgieespective. The indicators of effective
governess suggested by Rogers and Hall (2003) reapssentially the desirable features of
effective governance such as: (a) transparencya¢opuntability, (c) participatory, (d)
communicative, (e) integrative, (f) efficiency, (gcrentive-compatibility, (h) sustainability,
and (i) equity. One can also add feasibility agplicability, given the technical, social, and
information conditions present in many developirayurmdries. Although some of these
features can be assessed quantitatively in a speohtext (e.g., efficiency and equity),
others can be evaluated largely from a qualitapigespective. But, the effectiveness of
particular elements of governance (legal, policpd aorganizational aspects) can be
evaluated more closely using specific economictantnical variables such as those based
on pricing, cost recovery, use efficiency, conflietduction, supply adequacy and coverage,
and the reduction of unaccounted for water. Th&akbe-based indicators are particularly
effective in evaluating water governance at theoregy and sub sectoral levels. While
evaluating different water governance arrangemantthis paper, both the quantitative
indicators as well as qualitative features thatliated above will be used.
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7.3 Alternative water gover nance systems

Different forms of governance are available for aging water in urban water supply and
irrigation sectors. They are easier to identifg @valuate for their performance in specific
sectors and contexts. Although they are treatealtamatives in specific context, from a
general perspective, they are complementary irséimse that they can operate side-by-side
to meet the specific sectoral and regional watguirements. This is illustrated in this
section in the specific contexts of water supplgt angation sectors.

7.3.1 Water governance arrangements in urban supply

There is a variety of possible arrangements fowiging drinkable water in an urban
environment. The main arrangements are now relgtiwell known and have been
implemented in many different environments. Thay be identified through the allocation
of property rights (and the associated decisiohtsigand the allocation of risks (and the

associated incentives) (see Figure 7.3).

Public operation ‘ ‘ Private Sector Participation ‘ ‘Private
owner

L f------ —-ef-mmne-- /- —-of-mmne-- -/ e Lt 4
public public service  management lease concession private
bureau corporation contract contact company

Figure7.3 Allocation of rightsthat defines different institutional arrangementsfor the supply of

water

Source: Ménard (2009).

At one extreme the water entity providing wateg@avernment owned and operated, either
as abureau or agency that is part of a ministry, or apublicly owned corporation
operating with greater autonomy. At the other @xie, thewater entity is sold and the
provision of water services controlled by a privéten that is usually highly regulated.
Between these polar cases we find a whole rangeilgfc-private arrangements, based on
contracts in which property rights and or decisights are shared and risks more or less
supported by one party (most of the time publidarities as a last resort).

Service contracts are cases where a private firm is paid for deingerspecific
services in response to a purchase order, e.qgfildaks or collecting bills. The
private operator carries almost no risk, besideaulefof payment from public
authorities.

M anagement contracts transfer some decision rights to a private operatho has
on-going responsibility for managing most or alllylaoperations, usually for a
management fee. However, property rights and riskesin with the authority.
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L ease contracts give the private operator full responsibility foranagement and
maintenance. The Government is in charge of maj@stments and the operator is
usually paid in part or entirely from the profitstbe company.

Concessions, often identified as the “French model,” are caots that transfer
investment, maintenance decisions and risks as agelinanagement to a private
operator for a relatively long period of time, wiaéhe operator is in princifi@aid
entirely from profits.

Choosing the right duck for the right pond remanntroversial issue. Recent reforms in
urban water systems have been motivated mainly viny different, although often
complementary, goals. First, to reduce the gagdwn supply and demand which remains
a major issue for a substantial part of the worttbuyation and raises problems of
effectiveness as well as of equity. Second, tehrahat goal efficiently in a context of
increasing environmental and financial constraints.

Three main solutions, each one with its own prokleseem to prevail in developed as well
as developing countries. First, there has beenifafeom bureaus to corporatization for
those water utilities that remain under full puldmntrol. Corporatization gives autonomy
to decision-makers, essentially the managementthadcapacity to control investment
cycles without being entirely captured by politicgtles. However public corporations are
often faced with incentive problems and remairisit of political interference. Second, full
privatization has been implemented in some cow)taéhough this solution is uncommon
due to the political sensitivity associated withe thse of markets to manage water.
Specification of water rights to the degree neagssa enable the use of market
mechanisms to manage water is difficult. Nevegbg| it is being tried with varying
degrees of success in Australia, the United Kingdthra United States of America and
Chile2 Third, private sector participation became higlalghionable in the reform of water
sector in the 1990s, mainly through managementeasd contracts, with mixed results
(Gassner, Popov and Pushak 2009). Some problerhkatie plagued these solutions relate
to the risk of political opportunism and the rehmte of private operators to support
financial risks associated with the long term inmemnts that prevail in the urban water
sector. Others include the difficulties of adeguaggulation. Public authorities frequently
find themselves squeezed between operators and wem fixing and regulating water
prices and they must also balance the need toatasperators efficiently without undue
interference.

A controversial alternative that has existed irarareas for a long time and has surfaced in
some large cities recently, is the concept of alleelf-sustained system. Self sustained
systems rely on collective actions for example whemabitants of a neighbourhood

2 There might be subsidies, for example, to allow ilscome population to benefit from connection to

the system.

3 Competition in the market remains extremely limig® far. See recent and difficult effort in thiK U
to develop common carriage, cross-border supply,campetition on vertical supply. In developing
countries, privately delivering water by trucksrottuces some competition in the market ... at vegh hi
costs.
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organize themselves to pump and deliver water faonunderground reservoir. However,
these solutions have limited capacities to prowdakable water in large cities and raise
important environmental problems. Table 7.1 sunmear some characteristics and
problems of these leading organizational arrangésnen

Table7.1 Urban water governance: Characteristics and problems of major arrangements

Particulars Public M anagement L ease contract Privatization
Corporation contract

Property Public Public Infrastructure: Private

Rights public

Equipment: Private

Autonomy of | Partial (Political| Limited. Strategic Extended, but alsp In theory: total.

decision rights | control in last| decisions remain in dependent ON 5t highly requlated
resort) public hands decisions of publig - highly reg
authorities
Risk sharing None: public None: public Very limited fgrTotal (but can be
lessee limited by contractual
clauses)
I ncentives Weak Weak (cost plusIntermediate Strong
system)
Mode of | Command-and- | Combination of| Through contracts| Regulatory agency|or
Regulation control public bureau and competition laws
contract
Political Significant Significant Mostly on strategicln principle: none
interferences decisions (through In oractice: throuaH
control over majof P ) 9
. regulator
investments)

7.3.2 Water governance arrangements in the irrigation sector

The alternative water governance arrangementsaruthan sector are distinguished and
evaluated in terms of the different forms of puldicd private roles in asset ownership,
operational management, and contractual arrangesmerggulations and mutual
responsibilities.  Similar principles apply to amer greater extent in the irrigation
subsector. For instance, irrigation governancangements can be differentiated in terms
of their water property right regime such as ope&ceas, common property, private
property, and state property (Rogers and Hall 20(B)pm an organizational perspective,
since irrigation governance systems vary in terintheir key features and coverage, they
can also be differentiated in terms of their regiostructure such as those based on basins,
projects and administrative regions as well asrtfogus such as those based on quantity
and quality and, also, whether or not they areas@rfvater and groundwater based. Since
the irrigation sector is spatially vast and phykjcdiverse, all these forms of governance
can co-exist and be designed to fit different reglp agronomic and socio-economic
requirements. From a governance perspective,daryalso be classified as ‘hierarchical’,
‘poly-centric’, ‘distributed’, and ‘market-centric’ (Kooiman 1993; Keohane and

9
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Ostrom 1995; Ostrom and others 1999; Roger and 2081B). There are also some new
forms of governance arrangements such as thosénwhiolve irrigation companies (as in
Australia, and the United States of America) asl \aslthose based on the formation of
irrigation water development corporations as isngetrialled in India (see Box 7.1).

Box 7.1: Emergence of water corporationsin India

The creation of autonomous water corporations werse Indian states represents a new development in
irrigation water governance.

These corporations aim to mobilize private fundsuigh water bonds for development irrigation prtged-or
instance, Karnataka has formed the Krishna BhagaNigam Limited (KBJNL) in 1994 under th
Companies Act. With a high return (about 17.5 petcand government guarantee, the water bondsdgsy
KBJNL fetched an unexpected sum of Rs. 23 billibh=46.8 Rs) during 1995-99. Similarly, the Mahates
Krishna Valley Development Corporation (MKVDC) ftea by Maharashtra in 1996 mobilized Rs. 4,28
billion as against the target of only Rs. 1.5 bitlifor 1996.

D

As these corporations are expected to run on cooiahgrrinciple, they are likely to enhance the finil
viability and productivity of the irrigation sectorAs these are public corporations, they are &lsdy to
improve accountability and transparency in irrigatmanagement.

Source: Saleth (2004).

Despite the diversity in their features and funmaioroles, the main forms of water

governance that are observed in the irrigationosecan be broadly identified as no

governance (open access), centralized bureau@ydiems, market or negotiation driven

systems, and community and user-based arrangerfcamsnon pool resources). From a

spatial perspective, these arrangements are aEyatop at different spatial scales such as
basin, watershed and administrative regions. Algfio some forms of governance

arrangements can be alternative (e.g. bureau@aticnarket-based), in many contexts they
can also be complementary in the sense that evidmnnwa centralized and bureaucratic
system, user groups and market-based water abtocatan operate. Obviously, a

centralized system is better as it reduces thechyan resource use associated with the
open access condition in terms of criteria suclefisiency and equity. However, when

compared to a decentralized user-based or marlerited system, a centralized system
cannot be considered effective because it failséet the desirable features of efficiency,
accountability, transparency, and participation.he again, a market-based system,
although efficient and transparent, may not be ableneet the equity and sustainability
criteria which often requires some form of sociahirol through some type of regulation.

Similarly, decentralized arrangements are effective terms of transparency and

participation, from the view of the planning andomtination requirement of the goal of

integrated water resource management but may noathdie effective, unless they are

functioning within an overall framework of centedd coordination. Community-based

governance arrangements, although effective in emddrg equity, participatory, and

sustainability requirements, in view of a high dsgof their context-specificity, can be

difficult to upscale or replicate.

There is a rich body of knowledge on the nature &amtures of water governance
arrangements in the irrigation sector in a wideetgrof countries around the world (Maass

10
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and Anderson 1978; Keohane and Ostrom 1995; Ost8880; Ostrom and others 1999;

Saleth and Dinar 2000 and 2004). Broadly speakivater rights centred and market-

oriented governance arrangements are common gafioh water management countries
such as US, Australia, Chile, and Mexico. Simylartommunity based governance

arrangements exist in many developing countrief siscindia, Nepal, and Bangladesh as
well as some countries in Africa.

In India, for instance, while community based gongrce arrangements were the dominant
form in the pre-colonial era, with the developmehtarge scale irrigation projects during
the British period, they have been sidelined orlasgd by centralized bureaucratic
governance. Today, they are confined to few paglestpecially in fragile resource regions.
This is also true of most British colonies in Asiad Africa as well. As a result, the
dominant form of irrigation governance in most depeng countries is centralized
governance, with state playing the major role intewadevelopment, allocation, and
management. However, with the promotion of irigatmanagement transfer (IMT) to
outlet and system level water user associations aitd the advent of the pump
technologies, there has been some dilution in émtralized system. This dilution has not
been uniform across developing countries and thenéef it depends on the degree of
success of the IMT program. It has been quitecgffe in Mexico (see Box 7.2) and
relatively successful in countries including Coluaybrurkey, Philippines, Indonesia, and
India (Vermillion 1997). As far as the governaméeggroundwater irrigation, most countries
lack any systematic governance arrangements, lgatiin anarchy in groundwater
withdrawal and use. Although there has not beep farmal and lawful water rights
system, de facto rights within the open accessesysind groundwater markets have
emerged, as observed widely in several countrieh @s India, Pakistan, China, and
Bangladesh. A review of groundwater markets indntbr instance, suggests that they are
quite effective in promoting efficiency in watereuas well as equity in the access to water
by small farmers (Saleth 2004).

Box 7.2: Irrigation management transfer in Mexico

The main plank irrigation reform in Mexico was thansfer of irrigation management to farmer asduaria.
This program covered almost all irrigation schenmethe country. The evaluation of the program ®sig
that the outcomes were positive on all counts.cémpared to the pre-reform period (1988), wates fesid
by water users rose from 18 to 80 percent of theraijpn and maintenance (O&M) costs. The efficjeot
water distribution rose from 8 to 65 percent. Ajonmith a general reduction in O&M costs, there b
been a 50 percent reduction in the size of irragabureaucracy. A farmers’ survey suggests thage80ent of
the respondent reported that the reform had imglavater management. Although there are still faian
difficulties and scarcity issues, the transfer frantentralized and state-operated system to wakms thas
certainly improved irrigation and yield performarinéVexico.

The centralized bureaucratic arrangements obseirveghany developing countries are

gradually evolving to accommodate user participaiod market role as well as community
decision-making within the irrigation sector. Cumlesing the vast and diverse nature of the
irrigation sector with millions of small farmers s#yved in many developing countries, the
sudden introduction of governance arrangementgegtioin water rights and market-based

11
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transaction may not be that easy. As the irrigats@ctor matures, such governance
arrangements are expected to evolve, especiallyeias with advanced and commercialized
agriculture. Such an evolution is expected todstelr in countries such as China, Mexico,
Chile, Spain, and South Africa but would be slowercountries such as India, Pakistan,
Sri Lanka (Saleth and Dinar 2000). While differéotms of irrigation governance have

their own advantages and defects in terms of tisgatde criteria of effective governance,

in many contexts these forms are complimentarycamimeet the requirements of different
regional contexts. Although one cannot be dogmedtimut the appropriateness of different
governance arrangements, especially in the irogasector, it is still necessary to ensure
some universally acceptable attributes of effeajgeernance (Roger and Hall 2003).

74 Reforming water gover nance arrangements

For establishing more effective water governanbeye is a critical need to create an
enabling environment that can promote public andape sector involvement and wider
stakeholder participation (Rogers and Hall 200Bhe creation of an enabling environment
requires various forms of reforms in the water itoibnal structure that provide the
operational form for water governance in differaintexts. The choice between the
different possible arrangements described abogleteymined not so much by the search for
the best feasible solution as by forces pushingatds/ changes in governance. In most
cases, it is a combination of macroeconomic tessiparticularly in public finance, and
subsector problems, which are distinct in irrigatiand in drinkable urban water, that
triggers the search for more effective governante.that respect, environmental issues
entered into the picture quite recently and pereéda debate about water governance very
slowly.

7.4.1 Governance reforms in urban water: requirements and trends

In what follows, we discuss the nature and roletr® main forces at work and their
respective weight in engaging changes in the gave® of water systems. Figure 7.4
depicts the factors that motivate reforms in urbater governance. The balance of these
forces determine expectations with respect toa¢apssibility, both in terms of connection
and continuity of services; (b) affordability, whidepends on pricing and its capacity to
either provide enough resources to make adequatstments or to provide sufficient
guarantee to borrow from financial markets; (cesafwhich relates to the continuity and
quality of water delivered; and (d) sustainabiliyhich concerns externalities in the short
term (e.g., damages to the road system due to deakar flood resulting from poor
maintenance or insufficient investments) and theacey to maintain the resource (and its
quality) in the long term.

12
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Figure7.4 For ces pushing towards reformsin urban gover nance

Source: Ménard (2009).

Because of their very nature, which is that watetesns are local or regional, potential
benefits of a reform in the governance of water qui#e modest for national politicians.
Hence, what might change political preferences?\Whe exception of rivers that raise
geopolitical issues (e.g., the Jordan or the Npe@ssures are mostly on local and regional
politicians and reach higher levels of governmeatgély through their influence.
Therefore, it is primarily at that level that presss for change come, or should be put.
Unsatisfied demand and service problems play amraje in that respect since reforms
implemented to increase both efficiency and efiectess create a significant pool of
beneficiaries. Environmental issues are also asingly part of unsatisfied demand. The
main indicators signalling problems include:

(1) Low rates of connection for households in urbanewand/or limited availability for
households (e.g. only a few hours per day) or fesme

(2) Unaccounted for Water so that only part of the wpteduced reaches users, which
has a negative impact on availability, prices, godlity (leaks can be a source of
pollution).

(3) Pricing, since the demand for water is quite in@athis makes users, and above all
the poorest segment of the population, very seestt price issues. It should be
noted that very often this difficulty is bypassey plunging water bill into the
general bill for local services, which generatesklaf transparency and reduces
accountability for the operators, whether publipovate.

(4) Related to prices, cost coverage is also an isswe § determines investments as
well as return on investments, therefore determgitie sustainability (and quality)
of effective water systems in the long run.

However, part of these sector problems can be hiddecal and or central governments

have soft budget constraints, so that they can,ef@mple, subsidize the systems or
maintain overstaffing. This explains why most ales in governance happen at times of
hard budget constraints generated by:

1. Growing public deficits;
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2. Accumulated public debt that makes recourses to a@ebquity very costly or even
hazardous; and

3. Inflation that can cause costs to rise quickly antpace opportunities to increase
water charges.

Finally, the combination of sector problems and meconomic tensions need to be
transformed into policy-making oriented towards eneffective governance. This is the
political economy of water. If we simplify an issthat is quite complex, we can argue that:

1. Substantial changes in water governance happen thieea is a regime change or
coalition shift that brings to power a governingogp perceiving net political
benefits from reform. Potential winners must extclesers.

2. Since water is rarely a top priority on the longnmeagenda of politicians, the
window opening for reforms is usually relativelyoshand comes immediately after
political change happens, or, alternatively, ridgigfore an election in which
constituencies concerned by water issues beconmepamtant target.

A comparative study of reforms in several majoiesitin Africa and Latin America
illustrates the weight of these factors and howy thash with varying intensity towards
reform of water utilities. This is shown in Figure?.

Taking into account the powerful forces pushing dbanges in water systems, a striking
fact at the empirical level is the slow rate obrefis in water governance and the ambiguous
results. In an extensive review of urban water gaditation systems that prevail in
developing countriés Gassner and others (2009) identified a samp®¥ dfutilities.

* The sample covers 71 countries, spanning the years1973 to 2005. Most of the data are actually
concentrated in 1992-2004
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Table 7.2: Combination of factors motivating urban government reform

Particulars Buenos Lima Mexico-DF | Santiago Abidjan Conakry
Aires
Sector Crigis:
Not connected | 30% 25% 3% 1% 40% 60%+
Service poor very poor | poor in some relatively good | relatively very poor
areas good
Macro
conditions:
Inflation 2,314% 3,393% 27% 19% 2% 37%
Deficit/GDP 0.4% 5.2% 2.5% 0.9% 0.2% 3.5%
Public debt/GDP| 25% 15296 46% 569" low® high?
Palitical Change
Regime Regime Coalition Change earlier | Increased Regime
change change shift opposition. | change
Nature of change | Shift to PSP| Failed DF split in| Corporatisation | Renewal of] From public
in gover nance (concession)| attempt at| distinct (relatively concession | entity to
PSP areas, with) minor changes (with introduction
limited PSP| at the time) relatively of PSP
in each minor (leasing in
changes distribution)

Notes:®National annual averages for third year beforerrefo®End of year, 1990=100°Two years before.
dOne year before®No data, but sources describe it as Id@ne year after reform; Guinea was in fiscal crisis
in period before reform. No data, but sources describe it as very high.
Source: Adapted from Menard and Shirley (2002).

Most of them (85 per cent) maintained a state-owar@érprise, the main change being in
corporatization of the utility, while the adoptiah arrangements involving Private Sector
Participation (PSP) remained limited in percentéldeper cent) as well as geographically
(67 per cent of the PSP were in Latin America amel Caribbean, and actually mostly
concentrated on a very small number of cases), sigghificant fluctuations over time. The

market share of PSP in developing and emergingtdesnincreased from about one per
cent in 1997 to seven per cent in 2007 but stiiams low since PSP supplies only about
160 million people in these countries (Marin 200Hccording to the PPI database, there
was a peak at the end of the 1990s, followed bwlampt decline, a new trend upward
between 2003 and 2005 and again a decligen more disturbing are the ambiguous
results of these changes along the criteria idedtiibove, particularly when it comes to

> Seehttp://ppi.worldbank.org(note 23 from June 2009) and Marin (2009), p. 24
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PSP® According to Perard (2009), who reviewed systeradlii 27 econometric studies
covering up to hundreds of water utilities, 8 odrthconcluded that private operators were
more efficient than public ones. Of the others, fd6nd no substantial difference in
efficiency and three concluded there were someradgas on the side of public entities.
This is in line with studies on developed count(g=se Ménard and Saussier 2002; Wallsten
and Kosec 2008).

7.4.2 Governance reforms in the irigation sector: requirements and trends

Countries are increasingly recognizing the impar¢éaand urgency of reorientating their
irrigation governance arrangements in line with ¢neerging realities and requirements of
their irrigation sector. Despite the political dbages and practical difficulties, many
countries have indeed undertaken significant refoim an effort to create irrigation
governance arrangements that will be more respensitheir current and future economic
and environmental requirements. These reformatints are visible both at macro level
(e.g. declaration of water laws and water policeeparation of national and regional water
plans, and administrative reorganizations) andatnicro level (e.g. IMT, corporatization
and private sector participation, revision of iatign water pricing, and the spontaneous
emergence of water markets as well as rental nmfketirrigation wells and pump sets).
Specific reforms observed in many countries incltlig creation of basin organizations,
promotion of user organizations, and managemergrdedization to promote stakeholder
and/or user participation, privatization of urbardarrigation water supplies, establishment
of water rights system, promotion of inter andarsectoral water markets, reorientation of
water prices, and water quality regulations (Sadetth Dinar 2000 and 2006).

Governance reforms are motivated both by factoes #re endogenous from the water
sector as well as those that are exogenous fromvéiter sector (Saleth and Dinar 2004).
The endogenous factors include water scarcity, weteflicts, financial crisis, drought,
floods and water quality problems. The exogenaasofs, which relate mainly to aspects
defining water governance environment (see Figuig, Tnclude macro economic crisis,
political reforms, international agreement, andspuges from donors and or aid agencies. It
is also important to note that although there canséctor-specific factors, most factors
triggering governance reforms in the irrigationtee@are more or less the same as those that
lead to reforms in the water sector as a wholee ddnfiguration and relative importance of
the major factors behind the reforms in six coastrare shown in Table 7.3. While the
factors are identified with a diagnostic use of ttasaction cost framework, their relative
importance is established through subjective evaina Although water scarcity and
conflicts remain the underlying force for reforms all the sample countries, there is
variation in the factors that trigger reform. Fkostance, in Australia, the first reform trigger
came from recognition of a need to make the Austrabconomy as a whole more
competitive. The second involved recognition oé theed to resolve tensions between
irrigators who wanted access to more water andremwientalists concerned about the

6 Gassner and others (2009, pp.4-5) conclude$tBBtresulted in gains in labour productivity (due t

relatively small reduction in staffs), with no aléavestment gains, no significant changes in griesad
mixed efficiency gains.
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declining health of several river systems. Thedneeimpose water restriction on residents
in all major southern and eastern cities acted #srd trigger and made dramatic water
reform possible. The dominant trigger for watdoma in Mexico was economic crisis. In

Chile and South Africa, dramatic political changevyided the necessary trigger for water
sector reforms. In Morocco, the main trigger bemmeforms was physical scarcity of water
due to a near-exhaustion of freshwater. In Srikbathe major stimulus for reform came
from the macro economic crisis of 1983 that ocalirduring successive droughts
between 1980-85. Water institutional reforms imii@a resulted from the economic and
political reorganization that has occurred since tiountry’s independence in 1990 (see
Table 7.3).

Table7.3 Configuration and role of factors behind water institutional reforms
Particulars Australia |Chile Morocco [Namibia |South Africa |Sri Lankal
\Water scarcity/conflicts o * *x * *x b
Financial crisis * *k * *kk 7 Ahx
Draughts/salinity Kk - — b ok
[Macro economic reforms rx *x kk - - *rk
Political reforms - Hook - *kk - A
Social issues * - * *x *k )
Donor pressures - * *k * . *kk
Internal/External agreements rkx - - * * -
Institutional synergy/pressureq ** bl * * * *

Note The number of *s signifies the relative importaraf the factors in the context of each country
means the aspect in question is ‘not applicable’ or‘not evaluated'.
Source: Saleth and Dinar (2000)

Despite country-specific differences in the extant intensity of reforms in irrigation
governance, there are certain commonalities asheocentral focus and trends in these
reform initiatives. The change in the thrust aocuf of reforms are changing the old forms
of water governance into new forms with certaintidguishable characteristics (see Box
7.3). Based on a cross-country review and commauas the governance reform initiatives
in 43 countries and regions around the world, Sadeid Dinar (2004) have identified five
common aspects of the ongoing reform initiativethatinternational level.

First, there has been a paradigmatic shift fromewdevelopment to water allocation with
the concurrent reorientation of water governancectire. Second, concurrent with an
increasing focus on water allocation, there hasnb&edefinite shift from engineering

approach and supply side management to economicoa@p and demand side

management. Third, the trend towards decentradizas also strong, although it occurs
through a variety of routes including the creatadnvarious forms of basin organizations
(e.g. watershed committees in Brazil, water corsm®y commissions in China, basin
councils in Mexico, and hydro-geological federasion Spain), as well as the promotion of
IMT and the development of irrigation privatizationFourth, there has also been an
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increasing commitment to an integrated approadfrigation management necessary to use
water from both surface and sub-surface resoursegell as the efficient use of water in

rainfed regions. Fifth, there is unanimity amoruyimiries that a phased improvement in
cost recovery is the first step to salvage the waéetor from both financial crisis and

physical degeneration. While better financial trea@an facilitate the physical health of

water distribution and drainage infrastructureg pysical sustainability of water sector
cannot be ensured without controlling the pollutiand water quality problems. The

common approach in this respect involves water ityugrading, quality standards and

pollution control regulations.

Box 7.3: Water governance: old and new forms

» Government and bureaucracy to civil society andcketar

» Centralized power to diversity of actors and diffidgpower

* Hierarchical control to horizontally shared control

« State enforced rules and regulations to inter-asgdional relations and coordination

» Centralized/top-down to decentralisation/bottomgopernance

» Formal institutions to informal institutions (netvkaor distributed governance)

» Bureaucratic allocation to voluntary exchange,-geifernance, and market mechanisms.
 Unilateral and centralized decision to dialogue padnership as well as participation and negatiati

Source: Tropp (2007: Table 1).

The general thrust of water reforms suggest thalewhey are certainly very positive from
a long-term historical perspective, they are &illfrom adequate in meeting the efficiency,
equity, and sustainability requirements of thegation sector in many developing countries.
Many reforms amount to empty promises that takédha of declared policies that are not
implemented or nominal increases in water chargas have very little real value or
cosmetic changes such as new names for existiraniazagions. Substantive reforms such
as the enactment of new water laws, conversion t@lametric allocation system, the
establishment of a new water rights system or ¢éloeganization of a water administration
system is much rarer. Too often significant ititi@s are undertaken tentatively more as a
crisis-response than as part of any comprehensfoenn package (Saleth and Dinar 2006).
As a result, there have been considerable varmtionthe effectiveness of governance
arrangements both within the irrigation sector a#l as in the water sector as whole.

Globally and as scarcity problems emerge with iasirey intensity, there is recognition of
the benefits of moving to volumetric allocationst®yns. Some countries (e.g. Australia
and Chile as well as regions like California andaZado in the United States of America)
already have the capability to implement the alioca paradigm. Others (e.g. Spain,
Mexico, Chile, South Africa, Brazil, and China) amoving quickly to develop the
institutional potential necessary for effective gmance whereas the remaining countries
(e.g. India, Pakistan, and Sri Lanka) have a loay v go before being in a position to
create the necessary institutions for efficientavatlocation and demand management.

18



halshs-00624250, version 1 - 23 Sep 2011

7.5 Governance of thewater sector asa whole: issues and effectiveness

Just as water sector governance is embedded witbioverall governance arrangements in
a country, those at the sub sectoral levels are almbedded within overall water
governance. In this sense, the effectiveness efgthvernance arrangements at the sub
sectoral level depends critically on the effecte®s of governance systems at the water
sector level as a whole. The sector level goveraassues that are important to address
relate to the overall planning and management efrédsources, meeting environmental
water needs, water quality and related environnhgmafiution, and inter-sectoral water
allocation and conflict resolution. Obviously, $eeissues are closely related to the
implementation of integrated water resource managerfiWRM) principles. In fact, the
sector level governance provides the instituti@moaitext within which IWRM principles are
operationalized (Rogers and Hall 2003).

Sector level governance arrangements include whkter, water policy and water
organization involved in the overall planning andrmagement of the resource. As in the
case of sub sectoral governance arrangements,abmror sector level governance also has
alternative forms. These macro level arrangemantsountries such as Australia, US,
Mexico, or Chile are confined to overall water planmg and management, leaving most of
the allocation decisions to the basin level bodied market-based arrangements. Such a
division of the sphere of influence between théestarivate users, and water companies is
possible due to the existence of well-developedmelric water rights systems. The water
rights system also enables market or negotiatiaedbavater allocation across sectors and
regions with minimum conflict. Although it is conomly held that market-based
governance arrangements are weak in addressingpemental problems, the experience of
Australia shows that there are possibilities tolexpin that direction (see Box 7.4 ). In
other countries such as India, Pakistan and Chiha, state-centred governance
arrangements provide scope for the role of prigabeips and stakeholders, especially at the
local level involved in water development, allooati and management within a centralized
organizational structure. Since volumetric watghts are weak in these countries, sectoral
allocation (including the allocation for environmierhas to be performed through
bureaucratic means with very little stakeholderoisement. Lack of individual and
sectoral water rights and entitlements also leadsettoral and regional water conflicts.
Such conflicts are resolved through centralized-mamnket mechanisms such as arbitration
by central government or other state-based techagencies, tribunals, courts, and water
resource courts as in South Africa and Spain fstaimce.
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Box 7.4: Meeting environmental needs. experience of Australia

Australia was able to start bringing over allocatfroblems under control by placing a cap or liontthe
amount of water that could be diverted from the fdyrDarling Basin in 1993-94. This was followed thg
development of a salinity trading scheme desigmetbtce states to offset the salinity impacts of aew
development and address a legacy of existing salinanagement problems. As pressures for watermef
grew and public pressure for change mounted Auatrglovernments have started buying back watethi®
environment and have agreed to transfer plannisigomsibility from states to an independent Murraylibg
Basin Authority established under Federal legigtatiAmongst other things, this has involved themead of
constitutional powers held by state governmentheéd-ederal government.

The success of these reforms was possible onlyusecaf the existence of transferable water rigktesys
maintained by user-oriented public agencies witfeative regulatory capabilities and a high level | of
commitment from the federal and all state goverrtsen

Source: Saleth and Dinar (2004); Young (pers. comm. 2010).

Although market-based approaches can be usedtieffegovernance at this level requires
some form of centralized system at the nationaéllevSuch system can be still more
effective, if transparency and participation aredetli Based on a review of reform
experienced in several countries, Saleth and OR@06) have developed few stylized facts
as to the nature and characteristics of the ongwetgr governance reforms process at the
global level. First, although factors endogen@uwater sector (e.g. scarcity, cost recovery,
and salinity) remain an underlying force, the imrags trigger for reform comes mainly
from exogenous factors (e.g. macro economic cas political reforms). Second, while
countries including Chile, Mexico, and South Afriteave successfully exploited the
strategic context set by exogenous factors, thppéaed more by coincidence than by
design. Third, there are fundamental links betw#eninduced changes caused by formal
reforms at the macro level and the autonomous @samgcurring at the micro level.
Fourth, impromptu approaches to reform dictategdditical and financial expediencies can
be counterproductive especially when the proceasssd are not thought through
sufficiently well and can be therefore criticisegl those opposed to the reforms. Fifth, in
politically and fiscally constraining conditiondiet best strategy is to have selective but
sequentially linked reforms focused on institutiocemponents, regions, and sectors with
better prospects and quicker benefits. Finallgides the country-specific reforms, there
are also notable instances of transnational gowemanot only in trans-boundary river
contexts but also in the context of a whole ecoworagion such as the European Union
(see Box 7.5).
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Box 7.5: Water framework directive: A case of international water gover nance

Introduced in 2000, the Water Framework DirectiVéFD) of the European Union represents the primary
water policy legislation in the European Union.ailins to achieve effective water governance aEtmpean
Union level, including a coherent and effectivedle@nd institutional framework, water-pricing padis,
public participation and an integrated water resesimanagement system. The key component of tHe WF
are: (a) protecting all waters, surface and growaters in a holistic way, (b) good quality (“god@tsis”) to
be achieved by 2015, (c) integrated water manageb@sed on river basins, including the developrbasin
plans, (d) combined approach of emission contnatsveater quality standards, plus phasing out diqdarly
hazardous pesticides, (e) use of economic instrtargrch as economic analysis and getting the prighg
and (f) participation of citizens and stakeholdaklved

Sources: Barreira (2006).

7.6 Effectivenesswater governance: principles and guidelines

The effectiveness of water governance arrangenteagswo complementary dimensions.
During the design stage a specific mode of orgadioizashould be selected. Following

completion of the project, conditions of impleméitta and enforcement of the selected
arrangement must be assessed on a regular basist oMthe theoretical literature and too
many actual reforms of water governance have fatwsethe first dimension designing

optimal contracts or focusing on the technical requents. However, we argue that post
implementation conditions matter as much and thait tboenign neglect often derails well-

intentioned reforms.

7.6.1 How to select a governance arrangement?

The identification of the appropriate governanceargements during the design stage
requires a demarcation of different water-relatetivies such as planning, allocation, use
and management. While governance elements witttateed features are required at the
planning level as well as in the protection of wageality and environment, market or

negotiation-based mechanism are ideal at the aibockevel.

At this point, it is important to remind decisiorakers that the choice of an arrangement is
largely determined by institutional constraints. on@itions of embeddedness should
therefore be considered closely. To illustratejigght be desirable to consider major private
sector participation for efficiency reasons or heseaof the financial constraints that a
public authority faces; but an approach can en@&unéw problems such as a lack of
institutional arrangements sufficient to proteotdstors. Private investors do not want to
assume investment risks of this kind and, hencenwahtender is called there may only be
one or even no bids.

At the most general level, there are four questibas must be satisfied before the domain
of feasible governance arrangements can be idethtifi

1) Do we find an institutional environment, particlyawhen it comes to political
guarantees, well designed regulation, and a pemgrjudiciary that can provide
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adequate support to alternative solutions? Naettiis remains true even when a
public entity is the preferred arrangement.

2) Water governance usually involves multiple printipgents (different ministries,
different levels of government, different agencietc.). Is the institutional
environment able to coordinate adequately thesgipal agents, able to simplify
the decision process, and able to implement theeebdhat have been made?

3) Are there dispute resolution mechanisms that céniesftly arbitrate among the
conflicting interests of the different stakeholdar&l enforce decisions made?

4) Last but not least, are the conditions judged leygarties involved as credible (e.g.
between public authorities and private operatorElfere are now institutional
indicators provided by different organizations (Tkéorld Bank, Transparency
International, Institutional Profiles Database, .)etthat can help to establish a
relevant check list.

Box 7.6: Credible commitment and the problem of multiple principle agents

A major reform was initiated in Metropolitan Manila 1996. The water system then run by a puplic
operator was split in two zones (Manila Easternezand Manila Western zone) in order to facilitate
benchmarking. Two concessions were awarded (Magnih the Western zone, Manila Water in the
Eastern zone). The implementation of the contréated major difficulties from the very beginning.
Analyses of these difficulties focused essentialtythe impact of the Asian financial crisis. Howg\
there is another dimension, of an institutionaunat that also played an important role, e.g. djusting
tariffs etc. Based on two detailed empirical stsdiwe identified up to 32 principals (ministriegy hall,

agencies, bureaus ...), often conflicting and siamdously interfering with the regulator as wellvéth

the two operators. This subverted commitments fraublic authorities and made adjustments |for
operators chaotic and unpredictable.

Sources: Castalia (2005), Wu and Malaluan (2008)

At a more specific level, the search for effectivedes of governance must take into
account constraints imposed by the characterisfite water sector and of its subsectors.
First, there are technical constraints that detmethe domain of possible solutions.

Building a dam in order to provide water to they@t to farmers, for instance, imposes a
centralized approach that differs from the posisied an extended underground reservoir
offers. Second, financial resources and their @pateness to financial needs are also
determining factors. The existence of a local egional active financial market or the

political credibility that makes foreign investmenattractive might make effective a

solution that involves private sector participatiarhich would otherwise be impossible or

very limited. Third, there is the very sensitiveolplem in the water sector of social

acceptability. There are two main issues at stke, one that concerns users’ participation
in the very early stages of the decision procels, dther that has to do with the

consequences of solutions considered, particwtlyrespect to pricing.

A final issue to be taken into account, in the c@@ of a specific mode of governance, is
the conditions under which the selected solutioactsially played out. For example, let us
assume that a contractual solution, e.g. a leaseression, has been chosen as the most
adequate solution for reforming and extending d&anrwater system and that it is decided
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to proceed through open tenders to all interespedladors. Let us also assume that there are
several potential candidates, (which is often het ¢tase in the water sector). We know
both from experience and from the theory that thare different ways of organizing
selection among bidders, e.g. selecting the bést @thich creates a bias described as “the
winner’'s cursor”, according to which some candidaterestimate potential gains and
overshoot their offer in order to win) versus setex second or even third rank bidders.
Alternatively, a first round of open tenders may todlowed by a second round of
negotiations with operators who exhibited the nmsimising potential at first, a solution
that involves high risks (of collusion and or ofmgtion) but also allows defining a better
fitted solution when complex issues and or missifigrmation are at stake.

It should be emphasized here that all these solsifiovolve significant transaction costs. In
the trade-offs among alternative modes of goveraawbich go far beyond the initial trade-
off between public and private solutions, thesdéscase too often neglected by international
donors and decision makers. To put it bluntly, ptem arrangements may not make sense
because they are too costly to monitor and or scthe required expertise is not available
and or because it becomes too obscure to users.

7.6.2 Conditions of effectiveness in implementing new water governance

The difficulty is that many of these problems asgealed only after the new governance
regime has been implemented. Therefore, the efésetss of selected water governance
should also incorporate the conditions of impleragah and enforcement of the solution
selected. The accumulated experience of the last decades suggests that at the
management level, especially at the local levekWlis central in the water sector, user and
community-based systems are more effective tharbtineaucratic ones that are currently
operating. Similarly, basin-based and stakehotiemted systems of governance will be
more effective than administrative unit-based syste In that respect, two series of
conditions to success should be emphasised. Hnes®ten neglected or underestimated in
the approach to water governance.

First, decision-makers as well as theoreticians haverbhedncreasingly aware of the key
role of institutions. However, they have mostlycdeed on the general institutional
environment, for instance, the implementation oécdhte laws and regulations at the
national level and the creation of central regulatagencies. When it comes to water
governance, whether in an urban environment oeliation to irrigation, we would argue
that micro institutions implemented at the locadl/an regional level matter at least as much
as the global ones and play a decisive role in ntpkew governance sustainable. Among
these micro institutions, the role of regulatorydies embedded in local and or regional
governments is worth noting, since they are diyeicticharge of designing the agreements
(and or the conditions of their implementation) amdnonitoring the arrangement. Basin
agencies are good examples of the significanceneset micro institutions in the water
sector. Important functions of these bodies candke information they can collect on
alternative solutions implemented elsewhere and wvilag this information is used to
establish benchmark indicators of performance. TdiBer function concerns the
mechanisms of control and sanctions they can detivén that respect, an active role for
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users and adequate modalities of this participaitioorder to avoid capture by specific
groups of interest, are key issues.

Second, human capital makes the differer{cehis is a much under estimated component of
effectiveness. Building adequate human assets aftekes the difference, as so many
reforms in the governance of water illustrates, tivbe it is through a public entity, as
illustrated by the urban water system in Phnom-Heahl Araral, 2009; and Marin 2009), or
with private sector participation, as with tis®ciété de Distribution d’Eau de la Cote
d’lvoire (SODECI) in Abidjan (Ménard and Clarke 2002). Faanditions particularly
matter here:

(1) adequate training for all personnel, partidyl#ine management;

(2) well aligned incentives, so that the entire spenel benefits from improved
performance and motivation to pursue results;

3) delegating responsibilities at the local lews that there is more room for
management to interact with community represergatand develop local solutions;

4) promoting leadership, since successful refoathssubstantiate the key role of a

leader or a leading team capable of convincingdigm@sion-makers and stakeholders of the
necessity to radically reform or improve water gonamce and capable of implementing
changes needed.

Box 7.7: Therole of human capital: the case of Phnom Penh

The reform of the public utility in charge of watend sanitation in Phnom Penh is considered a ssicce
story. Its causes were summarized as follows: d@laieve this, the concerned governments have had to
make choices. These include putting in place sawaniff policies, refraining from interference in
operations, and putting in place professional manmamt that is held accountable for results.” (Mari
2009, p. 146). However, this last factor is lefdaveloped in this review and is ignored in too ynan
reports and case studies. In the case of Phnorh, Peiiding adequate human assets was a kay to
success. It involved two dimensions: an intensigming program for all the staff, and the existemnf
a strong leadership that could provide internalesatn and dynamism and simultaneously convince
political leaders of the value of choices made amamintain their stamina in that respect. Triche,
Requena and Kariuki (2006) rightly emphasized teg fole of training, consultation and promotional
activities, including communities’ involvement, #ite time of reform in Cambodia. But they also
identified the lack of training and support in tleag run, when difficulties in implementing conttsi
emerged. This is where a motivated staff andangtteadership become really central, as illustrate
the case of Phnom Penh.

Source: (Araral, 2009)

The many elements outlined above that are reqtmrean effective governance of the water
sector exhibit the difficulty of selecting a padiar governance arrangement that can fit all
contexts. A mix of governance systems—both stagrket, and user and or community-
based ones—are needed to achieve the efficienaityegnd sustainability goals within the

" For instructive discussions and data on thississae the series of reports for ILO on “Social@jae” in
the reform of water and sanitation (e.g., Fajar@820n Nigeria; and Masanjala 2009, on Malawi)
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irrigation sector. Choosing the right mode of arigation for the right project requires
taking into account these different dimensions aelghting them accordingly. Our
analysis provides a framework that must be followedording to the context, in order to
guarantee that solutions adopted are properly edigwith technical and/or physical
requirements, organizational capacities and théitutisnal environment. Appropriate
alignment is the key to success.

7.7 Concluding remarksand policy implications

As far as the effectiveness of alternative wateregoance arrangements both at the sub
sectoral and at the sectoral level is concernedetts no silver bullet that fits all conditions
and requirements. A more realistic approach iprtamote different governance forms to
suit different contexts, a mix of such systems rnayhe best solution. For effective water
governance, neither state-centric nor market-aemgfovernance are going to be of much
help. Co-operative relationships between varimgsitutions, representing complementary
logics and functions will provide a more durabléuson (Blatter and Ingram 2000). This
clearly suggests the need for a comparative appraaduilding local and or regional
institutions that can fit well the requirements tbe urban water utilities and irrigation
sector. There is no foolproof water governancarggement but some arrangements are
relatively more effective than other alternatives specific contexts. Suitability of
governance arrangements depends on specific cent&ame are good for efficiency while
others are good for equity. Similarly, for somexdtions such as planning and water
quality, centralized forms may be better for sadenomy and technical considerations, but
for others such as allocation and management, no@eentralized and market or
negotiation-based arrangements are better in tefrtesxibility.

From the perspective of both urban water supplytaedrrigation sector, the identification
of the appropriate governance arrangements reqairdemarcation of different water-
related activities such as planning, allocatiors asd management. This is also applicable
to the governance question at the water sectomdsoke. While governance elements with
centralized features are required at the planréngllas well as in the protection of water
quality and environment, market or negotiation-asechanisms are ideal at the allocation
level. At the management level, especially atitical level user, community-based systems
are more effective than the bureaucratic onesatteabperating at present. Similarly, basin-
based and stakeholder-orientated systems of gavegnaill be more effective than
administrative unit-based systems. As a resultisitdifficult to select a particular
governance arrangement that can fit all conteftsix of governance systems—both state,
market, and user and or community-based ones—agdedeto achieve the efficiency,
equity, and sustainability goals within the irriget sector. However, we have identified
three key issues:

(a) feasibility on the supply side depends on the gmpmte alignment between
technical conditions, organizational possibilitiaed institutional frame;
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(b) acceptability on the demand side depends on uperséption and needs as well as
the capacity for operators and public authoritiegmplement and maintain open
channels of communication; and

(c) the need for capacity building and technical upgrgaf the organizations involved
in water management.
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7.9 Acronyms

IMT Irrigation Management Transfer

IWRM Integrated Water Resource Management

PSP Private Sector Participation

RBO River Basin Organisations

SODECI  Société de Distribution d’Eau de la Cote d’lvoire
SOE State Owned Enterprise

WFD Water Framework Directive
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