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This study was jointly commissioned by the African Development Bank and the European Commission. The report
comprises a synthesis based on a literature review and case studies of sector approaches in the water sector in sev-
en countries: Bolivia, Burkina Faso, Jordan, Lesotho, Senegal, South Africa and Uganda.

Most of the SWAps examined were in the water and sanitation services subsector, with relatively little attention giv-
en to water resources management. The case studies are published on capacity4dev.eu.

Workshops were held at the African Development Bank in Tunis on 23 June 2011 and at the European Commission
on 28 June2011 to discuss interim findings and give guidance to the study team. The case studies themselves were
reviewed by country officials, the African Development Bank and the European Commission.

The team leader and author of the synthesis report is Eric Buhl-Nielsen of PEMconsult, who was also responsible for
the Jordan and Lesotho case study reports. The Bolivia case study report was written by Roberto Martin-Hurtado.
The Uganda and South Africa reports were written by Kris Prasada Rao and Roberto Martin-Hurtado. The Burkina
Faso and Senegal reports were written by Bruno Valfrey Vissier and Roberto Martin-Hurtado. The team would like to
acknowledge the support and information provided by all those consulted, especially Rene Bosman of the European
Commission and Tom Roberts and Oswald Chanda of the African Development Bank, who oversaw the study.

The report was peer reviewed by a representative of government (Kalinga Pelpola, former Director of the Department
of Water Affairs and Forestry, South Africa) and donors (Grace Katuramu, Programme Officer, Royal Danish Embassy;,
Uganda).
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A sector-wide approach (SWAp) can be defined (European Commission, see W1 in annex) as ‘a pragmatic approach
to planning and management in the sector, which:

identifies interrelated sector constraints and opportunities;

addresses sector constraints and opportunities which require coordinated action across actors and subsectors; and

strengthens linkages between the sector policy, budget, activities and results’.
SWAps have been implemented in many sectors since the late 1990s, especially in health and education. The Paris
Declaration on aid effectiveness advanced the principles of ownership, alignment, harmonisation, results and mu-
tual accountability. Although not primarily an instrument for aid effectiveness, the sector approach potentially pro-
vides a framework for putting these concepts into practice.
Diffuse sectors such as water are different from more cohesive sectors, such as health and education, where a sin-
gle ministry brings together the main stakeholders. As a result, the challenges, options and strategies of applying
sector approaches and moving towards a range of modalities are different. Experience gained in the more cohesive
sectors is not always relevant for the water sector.
While sector approaches have been attempted in the water sector in a number of countries, there is little systematic
summary of actual experience in doing so. Thus, there is a need for more systematic gathering and analysis of ex-
perience on the part of the African development Bank (AfDB), European Union (EU) and other donors on how to in-
troduce and support this type of approach for the water sector. There is now, after some 10 years, a body of experi-
ence on water sector SWAps that has not been adequately digested. With huge resources going in to develop SWAps
in many countries and their use as the foundation for an increasingly high proportion of external assistance, there
is a need to gather evidence and reflect on what has worked and what has not.

This study seeks to outline strategies and to identify lessons learnt in adopting sector approaches, based on seven
case studies, with a focus on Africa. The study aims at:

updating best practices on supporting water sector policy programmes;

being a source of inspiration to those involved in moving external aid funding of water sector programmes
towards more aligned sector approaches;

providing a structure, tool and departure point for gathering experiences;
providing an overview of options and steps for moving towards a sector approach;
isolating factors, conditions and criteria that favour particular options and steps.
It is hoped the study will:
motivate the case study countries to improve sector performance based on the findings;
encourage other countries to develop the sector approach based on the good lessons provided;

inform development partners in their efforts to contribute to sector approaches in the water sector.
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The study starts by analysing the body of literature on SWAps in general and in the water sector in particular. The
emerging experience and lessons learnt are summarised and placed in an analytical framework which looks at the
sector through the five main dimensions of: policy; sector finance; coordination; institutions and capacity; and ac-
countability and performance measurement.

Case studies were undertaken in seven countries and are presented in a separate volume. The studies were on Bolivia,
Burkina Faso, Jordan, Lesotho, Senegal, South Africa and Uganda. A synthesis of the impact of the SWAps in these
countries is undertaken and implementation-related issues that arose while adopting the sector approach are iden-
tified. There is an in-depth analysis of the 10 most critical challenges and opportunities faced by those attempt-
ing to initiate and maintain a sector-wide approach in the water sector. Finally, a number of key recommendations
and lessons learned are distilled to inform future efforts based on the experience of water sector SWAps to date.

The study relied on existing data that in many cases was incomplete. It was not easy or always meaningful to draw
clear conclusions on the degree of success or failure that could be attributed to the sector approach itself. There
is no counterfactual and in many cases reforms might have gone ahead anyway. The sector approach is interpret-
ed and implemented differently in each country, so the study was more geared towards measuring how effectively
the sector approach was implemented in practice and shedding light on the factors that seem to have made some
SWAps more effective than others. Most of the SWAps studied were in water and sanitation services rather than
water resource management.

The impact of sector approaches on coverage levels and on attracting finance is inconclusive. Whereas coverage lev-
els have improved in all the SWAp case study countries, the rise in coverage shows a distinct tendency to slow down
as higher levels of coverage are attained and only the more difficult areas remain. In many countries, the pre-SWAp
coverage increase rates were greater than the post-SWAp rates. There is reason to believe that by focusing on long-
er-term sustainability of the sector, SWAps will tend to be of benefit over two decades rather than in the first dec-
ade, because of the attention given to functionality and viability of infrastructure over the long term. Although the
SWAp case study countries attracted nearly four times as much aid in 2009 as they did in 2002, this is not signifi-
cantly different from the average for all developing countries. The impact on mobilising domestic resources is mixed.
Some countries, such as Senegal and Lesotho, have seen domestic public resources roughly double, while others,
such as Uganda and Burkina Faso, have experienced stagnation.

The 10 major benefits arising from the sector approach can be grouped around five sector dimensions as shown below:

1) A clearer sector vision and strategic overview
2) More effective implementation and consolidation of sector reforms

3) A closer linkage between planning and finance
4) Reduced transaction costs in providing and receiving development assistance

5) Better coordination across different stakeholders
6) Greater involvement of civil society and private sector

7) A clearer overview of institutional roles and responsibilities
8) Accelerated capacity development

9) A better information environment
10) Better governance and accountability of all parties



A clearer sector vision and strategic overview
In most countries, the sector approach catalysed a more productive policy debate, which in turn led to a clearer sec-
tor vision and strategic overview. The sector approach provides a unique opportunity to bring together different par-
ties (including donors) in a structured and more formal way to discuss policy and strategy issues.
More effective implementation and consolidation of sector reforms
The contribution of the sector approach has also been to:
ensure wider support for the reforms;

link the sector to national priorities; and

provide comprehensive capacity development, i.e. capacity building of all actors that are needed for suc-
cess, not just a few of them.

Reforms are more likely to be successful when they are part of a sector-wide approach, as opposed to being isolat-
ed, single-ministry driven initiatives.

Closer link between planning and finance

Policy-led allocation of financial resources is one of the systematic benefits of sector approaches. However, this is
dependent on the development of suitable planning tools that link local and national planning. Although these tools
have not always been used to their full potential, they have served to raise awareness on important issues of sec-
tor financing.

Reduced transaction costs in providing and receiving development assistance

Although sector approaches in general have developed a reputation for increasing rather than reducing transaction
costs, there is evidence that in water they have reduced costs both for donors and national authorities.

Better coordination across different stakeholders

A common advantage of improved coordination has been that the sector approach has given the sector a single
voice and contact point. For donors, and others outside the sector, this has proved very useful. It has also enabled
the sector to develop a more effective communication strategy.

Greater involvement of civil society and private sector

There is stronger evidence that sector approaches lead to greater involvement of civil society than there is regard-
ing greater involvement of the private sector.

Clearer overview of institutional roles and responsibilities

One of the main benefits of rolling out a sector approach has been that it has triggered an objective assessment of
roles and responsibilities in the sector. This has often led to a clearer overview of roles and responsibilities which, in
turn, has led to less overlap, better matching of mandate to resources and an assessment of where the private sec-
tor and civil society can play a stronger role.

13
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Accelerated capacity development

For the seven case study countries, the sector approach was found to be surprisingly effective in supporting decen-
tralisation and directing expertise from the central level to building capacity at local level.

Better information environment

The sector approach tends to generate a demand for information. This is sought not only by a central ministry re-
sponsible for the sector but also by its partners in other ministries, by local government, by the donor community
and by civil society and the private sector. Sector reporting and the presentation and discussion of sector perfor-
mance issues at joint sector reviews, for example, have fuelled demand for consistent reporting that can withstand
external scrutiny.

Better governance and accountability of all parties

In all seven countries, the process of sector review and the production of sector budgets has encouraged greater ex-
ternal scrutiny. Where sector approaches have led to sector budget support modalities (Bolivia, Burkina Faso, Lesotho,
South Africa and Uganda), greater scrutiny has led to pressure to reform public financial management from within.

It is easier to work on a narrow, well-defined scope of activities typical of a project than to work simultaneously on
a broad front that covers the whole sector. But without attention to the broad front, isolated, narrow project efforts
will not often succeed. Observation of past decades of investment in the water sector supports this view. Few argue
against the merits of a sector approach. The benefit of coordinating activities that need to be coordinated to achieve
sector goals and a close correlation between policy, budget and results are not in dispute. In practice, however, there
are many challenges in adopting a sector approach. While these often seem insurmountable, the case studies also
reveal a number of promising opportunities.

On the basis of the case studies, the top 10 challenges of implementing the sector approach can be summarised
as follows:

It is not easy to decide on how wide to define the sector

In most of the countries studied, the sector was defined around a core ministry, usually the one responsible for wa-
ter service delivery. A broader view of the sector was attempted in a number of countries, but where this involved
other ministries the results were often disappointing. Starting too broad makes the implementation of a sector ap-
proach too difficult. Starting too narrow makes the implementation suboptimal.

Core issues affecting the sector are decided outside the sector

The main constraints on sector performance such as raising tariffs (Senegal) and allocating water to the agricultur-
al sector (Jordan) are decisions that are often made beyond the sector itself. Frequently, the main policy directions
are decided at a political level beyond direct sector influence. This was the case for free water in South Africa. To be
successful, the sector approach is faced with the complexity of having to engage with strong political forces over
which it has little influence.

There are few institutional incentives to cooperate

While the sector approach assumes there is close cooperation across institutional boundaries, there are few incen-
tives to cooperate. Indeed, in some cases there are incentives not to cooperate. Institutions compete for resources
and for mandate and are not held to account for achieving common sector-wide goals while focusing only on their
own narrow objectives. Ministries are not used to being coordinated by equals in government.

There is a shifting political focus from basic service delivery to a growth agenda

While the 1990s and early 2000s saw a focus on the millennium development goals (MDGs) and the eradication of
poverty, now there is a strong shift towards supporting private sector-led growth rather than basic services. In some
countries, this has already led to stagnating investment budgets for the water sector (e.g. in Uganda), and there are
risks of the same happening in South Africa.



The focus is on short-term results, not sustainable service delivery

An understandable focus on improving coverage rates and meeting MDGs has tended to overshadow the longer-term
and even more difficult task of creating an environment for sustainable service delivery. The sector approach, which
aims to create this environment, is sometimes perceived as a distraction to rapid achievement of targets. This ten-
sion often plays out in the adoption of unrealistically low tariffs and inattention to operation and maintenance, as
was the case in all seven case study countries.

Past reforms are not consolidated, leaving roles and responsibilities unclear

There is a tendency to neither fully consolidate reforms (e.g. decentralisation in Lesotho or service delivery and im-
plementation in Jordan) nor to ensure compliance with new responsibilities and roles. As a consequence, the institu-
tional environment becomes complicated and makes a sector approach very difficult to adopt.

National systems are too weak to carry out core tasks

The sector approach envisages putting reliance on national systems and strengthening them from within. But often,
the national systems are very weak and this leads to productivity falling, rather than rising. This is further compli-
cated by a common preference for project structures, especially where they can bridge inadequate civil service con-
ditions of pay and working conditions. Where capacity is low and the environment and incentives to improve produc-
tivity are not in place, the sector approach is very difficult to implement.

Resources and energy to coordinate and implement reforms is lacking

The initial stages of a sector approach are especially demanding on the resources and energy to coordinate and bring
parties together. In Lesotho, for example, the sector approach has been described as requiring far more resources
than engaging with isolated projects.

The sector approach concept is not country led

It is rare to find a sector approach that is perceived as being government led. In most cases, the initiative has come
from donors keen to find ways of withdrawing from unpopular project modalities. The national authorities in the
countries concerned have often seen the sector approach as something to be adopted to attract greater external re-
sources. These mixed motives complicate and weaken its implementation and give rise to unrealistic expectations.

Donor support is inconsistent and unpredictable

The sector approach is a long-term venture where large investments are made in setting up systems with the hope
that later productivity increases will more than make up for initial efforts. In this context, donor support needs to be
consistent and predictable. All too often, this is not the case.

These challenges vary in the degree to which they can be addressed within the sector. In some cases, they require
forces beyond the sector to be resolved. In most cases, the sector itself can significantly improve the situation, but
is still dependent on others for full resolution.

The case studies revealed a number of common factors and opportunities that can be taken as part of the sector
approach to improve performance.

There are opportunities for the sector approach to:

Reinforce decentralisation: A surprising finding was that in many cases, coordination at the heart of the sector
approach worked very well at the local level and advanced decentralisation. Coordination within the sector is
easier and more immediate at the local level and could spread to networking between municipalities. This was
the case in South Africa, where an alliance was established with those responsible for decentralisation.

Shift sector objectives from short-term coverage targets to long-term sustainable service delivery: A sec-
tor approach can help to raise awareness and shift sector objectives from a focus on targets towards a focus on
developing financially and environmentally sustainable services. A sector approach can bring tools for intersector
collaboration and can link the supply and demand sides of the sector, as has been done to some extent in Uganda
and Burkina Faso. This can lead to a focus on greater accountability towards water users.

Respond to challenging and persistent constraints: In Jordan, the challenges (water scarcity) have become so
extreme that there is a new impetus to look for radical reforms and bold new policies. Although adoption of a
sector approach should not wait for a disaster, it should be ready to take advantage of greater awareness of the
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need for longer-term measures.

Bring synergies with administration reforms: In countries that are undergoing administration reform, the sector
approach can complement, make rapid use of and help to consolidate the tools and reforms. This applies particularly
where it involves the introduction of programmatic budgeting, medium term expenditure frameworks (MTEF) or
similar tools. In Uganda, for example, the sector approach led to the development of transparent sector budgets.

Complement new planning and finance tools: Burkina Faso and Senegal give good examples of where the sector
approach has both demanded and helped to develop planning and finance tools (such as the strategic financial
planning methodology developed by the Organisation for Economic Cooperation and Development (OECD)) to
enable coherent planning between national and local levels.

Bring impetus to new policy directions involving the private sector and civil society: The focus on private
sector-led growth bring challenges to sectors that have grown dependent on large government subsidies. The
sector approach provides mechanisms and entrance points for civil society to take up a strong consumer de-
mand-led approach and to provide the conditions under which the private sector can respond to this demand by
improving supply of services.

Use information as an agent of cooperation and change: By encouraging collaboration within the sector and
across institutional boundaries, the sector approach creates demand for information from different stakehold-
ers. As shown in the case of Senegal and other countries, this can help to foster cooperation. Information is also
a key to increasing transparency and accountability.

Support a focus on environment and climate change: Growing national, regional and international attention to
shared water resources, environment and climate change will tend to demand and make use of the coordination
mechanisms and broad coalitions of a sector approach.

Offer new prospects for international cooperation and partnerships: The sector approach promotes country
ownership, harmonisation and alignment of sector initiatives while improving governance and a transparent
framework of performance measurement. These factors will also tend, in the longer term and when visible and
convincing, to attract international support and cooperation. As shown in the case of Senegal, the sector approach
also opens up promising new pathways for sector collaboration, such as links with water associations.

Out of a longer list of some 15 specific recommendations, the following five are highlighted for national authorities
implementing a sector approach in the water sector. The rationale and ‘how to’ suggestions for these recommen-
dations are also given.

Balance the short- and long-term objectives of the sector approach

A sector approach fundamentally aims

to create a longer-term enabling envi- How to: The sector approach can contribute to achieving a balanced

ronment that will sustain efficient and approach to sector objectives of coverage goals and sustainability by:
effective service delivery and manage-

ment of water resources. By bringing the
efforts of all relevant stakeholders to-
gether, it aims to address in sequence
all the actions needed to ensure last-

investing in studies that deepen understanding of the challenges
facing the sector, particularly the real costs of inadequate opera-
tion and maintenance;

fostering the build-up of a consensus in the sector at the political
and technical levels and ensuring that coverage targets are realistic;

ing success.

bringing together the private sector and civil society as well as
For the water sector, this is complicated. elements of the public sector outside the lead ministry that need
It implies actions to ensure a long-term to work together to ensure that difficult reforms are implemented;
approach to water resources manage- positioning the sector to be better able to promote growth.

ment and reorientating the sector to

deliver services that match consumer

expectations. The main goal of the sector approach is to put the sector on a path of sustainable service delivery and
water resources management and for coverage goals to be achieved and maintained in this context.
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While these goals are complementary, there is tension in obtaining the right sequence of interventions because:
coverage goals can sometimes be achieved more quickly at the expense of developing a sustainable sector;

too much attention on developing sustainable approaches without visible improvements in the sector undermines
the credibility of the approach.

A balanced approach is needed, founded on a solid understanding of the challenges facing the sector and a realis-
tic consensus on the short and long-term objectives to be achieved.

Establish broad policy and monitoring frameworks to support dedicated implementation programmes

Rationale: The water sector is broad and

linked to other sectors such as health, How to: The sector approach can contribute to establishing broad
agriculture, energy and environment. frameworks and dedicated implementation programmes in the wa-
It is not always practical to try to bring ter sector by:

all parts of the sector together into a
single mammoth sector in which every-
thing needs to be implemented together.

developing a sector-wide approach for policy and monitoring and
a programmatic approach for implementation;

A programmatic approach in which the setting up broad monitoring and sector reporting that integrates
policy and monitoring is broad, but the the sector, but is still based on data provided by the different
implementation frameworks are suit- sector institutions, e.g. by using the integrated water resources
ed to the particular institutional con- management (IWRM) approach of integrating information from
text and may be much narrower is of- different sectors;

ten more appropriate. encouraging narrower, dedicated implementation programmes that

are arranged around current (or improved) institutions’ structures
and responsibilities.

Focus on improving financial sustainability

Rationale: Financial sustainability of the

sector is one of its weakest points. Very How to: The sector approach can contribute to financial sustaina-
few water sectors are financially viable. bility by:

The result is that investment is wasted
as facilities cannot be adequately op-
erated and maintained. By bringing to-
gether the political as well as technical
levels, the public sector as well as con-
sumers and the served as well as the
underserved, a sector approach has the
potential to develop consensus on how
to attain financial sustainability. Often,
this will mean aiming at a longer-term ambition that sees service delivery improving only as fast as the ability to
pay. But it can also mean the introduction of greater efficiency, fairer tariffs and better technology.

encouraging the use of strategic financing planning and the role
of the three ‘T’s (tariff, taxes, transfers) to improve alignment of
subsidies to a sustainable level of service;

bringing a better understanding of the political economy under-
lying the sector and the factors that constrain the adoption of a
financially sustainable tariff
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Encourage mutual reinforcement of sector approaches and decentralisation processes in the water sector

Rationale: The mutual reinforcement of
sector approaches and decentralisation
was a feature of a number of the case
studies. Decentralisation and local en-
gagement is key to IWRM and effective
service delivery. It is important to find
ways of gaining support for sector ap-
proaches from the stakeholders who
have most to gain or lose from their
success or failure.

How to: The sector approach can contribute to achieving a balanced
approach to sector better able to promote growth

supporting fiscal decentralisation approaches through use of
strategic financial planning and district-based planning;

bringing together national and local planning processes (e.g. en-
couraging mini provincial SWAps where relevant);

actively involving associations of local authorities in implementa-
tion of the sector approach in the water sector (e.g. as was done
in South Africa);

inviting district-based stakeholders to participate in sector re-
views (as in Uganda).

Invest in information as a powerful agent of change in the sector

Rationale: When a water sector is dys-
functional, this can often be traced to
poor information. Coordinating and de-
veloping the common understanding that
is at the heart of the sector approach is
very difficult to achieve if information is
lacking or of poor quality. Information is
vital to reinforcing the ‘policy—finance-
results’ chain. Information is also the key
to improving accountability and ensuring
that consumers and other stakeholders
hold the sector to account.

The following recommendation is highlighted for donors supporting the implementation of the sector approach in

the water sector:

Donors should be ready to play different roles during the life-time of a sector approach and ensure that high-

How to: The sector approach can contribute to making information
an agent of change by:

stimulating demand for information through holding annual reviews;

introducing a simple and transparent performance management
framework (e.g. as in Uganda);

harmonising definitions of sector performance and access (e.g.
minimum service levels) across different institutions to allow a
sector overview to be obtained;

bringing information providers and information users closer to-
gether so that information needs can be better understood and
addressed.

quality dialogue is pitched at the right levels and enhance government ownership

Rationale: Donors can support and add
value to a sector approach in many
different ways and these are likely to
change over the course of implement-
ing a sector approach, especially as
governments take more ownership. At
the start, there is often a role for do-
nors to support those in the sector who
see the need for greater coordination
and long-term reforms. In a sector ap-
proach, there will be times when ener-
gy and vibrancy reach a low level and

How to: Donors can contribute to the sector approach by:

ensuring that representations (or sector donors as a whole through
a division of labour) are well equipped to undertake both political
and technical dialogue in the sector;

building trust and confidence between donors and government;

being ready to support the process more intensively when neces-
sary, and stepping back when the process no longer needs such
strong support.

here donor support can be crucial to ensure its consolidation and continuity. The level at which donors interact will
also change and it is important that the dialogue is directed at the appropriate levels. For issues that are beyond
the sector but which affect its performance, it may be necessary for donors to engage with the Ministry of Finance
or Planning or other central bodies.



A comprehensive peer review was undertaken from the government perspective and from the donor perspective. A
summary of the main points arising is given below.

Rationale and aims of the study

The rationale and aims of the study are sound, but there is a need to gather information and analyse experience
from Asia and other parts of the world that would make it broader and lead to a much more comprehensive ‘road
map’ to SWAp. At a time when available donor assistance is threatened with drastic cuts, available funds could be
optimally used with minimum transaction costs. This study will be very useful at a time when national governments
have been tasked by the United Nations General Assembly special session on MDGs held in 2010 to develop nation-
al plans for accelerating the delivery of MDGs for halving the backlogs in 2015 and later to achieve full coverage.

Areas of the study needing more attention

Since meeting the MDG targets for halving the backlog on water and sanitation, the focus has moved to bringing
water services and water resource management under the banner of water for growth and development. In South
Africa, it was identified that, in order to meet the Accelerated Shared Growth and Initiative of South Africa (Asgisa),
total investment in the water sector from public and private sectors needed to be 2 to 3 % of GDP. (Authors’ note: a
recommendation area has been added on this topic.)

Validity of findings

The findings are sound, but not all are equally attributable to SWAp. Findings on financial sustainability in South Africa
and policy on pro-poor water tariffs need to be understood in a broader historical and political context. (Authors’
note: adjustments have been made in the text.)

Rationale and aims of the study

The level of economic development has a large bearing on the process and scope of a SWAp, as can be seen from
the South African experience. It is worthwhile considering the circumstances under which countries can emerge from
conflict and undemocratic countries adopt SWAp. The sample of countries did not allow full consideration of this top-
ic. It is evident that the processes and drivers of SWAp are very varied across the countries studied. An attempt is
made to measure the benefits of SWAp but the cost of the process also needs to be considered across the countries.

Areas of the study needing more attention

The role of NGOs and the private sector versus the government needs more attention. In the early years of SWAp,
development partners stopped funding NGO work and channelled funds through governments and this caused stag-
nation/paralysis in the implementation of activities. NGOs often play a double role of advocacy/watchdog as well as
service provider, where they potentially clash with the private sector. There is also a lack of clarity in the differing
roles of international and local NGOs. (Authors’ note: adjustments have been made in the text.)

Coordination across institutional boundaries

Budgeting and planning is carried out in silos or at ministry level and yet SWAp requires work across ministries. This
makes it difficult to coordinate and work harmoniously on issues which cross institutions, as is the case for sanita-
tion and irrigation. Ironically, projects were often more successful and flexible in their ability to draw upon resources
across institutional boundaries. (Authors’ note: adjustments have been made in the text.)

Validity of findings

The main findings are valid. The study points to some of the advantages of a SWAp process that is driven by a central
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ministry, such as finance planning and economic development, or the office of the prime minister. This would tend to
ensure a clear process and a uniform approach. This would in addition facilitate country ownership and prioritisation
of funding for those aspects that will drive reforms. There would also be a better process for sharing lessons. If the
process is driven by an entity above the sector actors, it could be easier to enforce synergy across sectors.



A sector-wide approach (SWAp) can be defined (European Commission, see W1 in annex) as ‘a pragmatic approach
to planning and management in the sector, which:

identifies interrelated sector constraints and opportunities;
addresses sector constraints and opportunities which require coordinated action across actors and subsectors;
strengthens linkages between the sector policy, budget, activities and results’.

A SWAp provides a framework for collaboration, harmonisation and analysis with the potential to lead to more ef-
fective implementation and delivery. A SWAp aims to deliver these benefits by providing a methodology for assess-
ing the sector, which systematically considers all interrelated factors that influence performance and sustainability.
A SWAp is wide because it recognises that success depends on a coordinated response where no single actor is likely
to be able to deliver all that is needed — but an efficient SWAp is no wider than it needs to be.

The earliest origins of the SWAp can be traced back to the lead-up to the development of the comprehensive devel-
opment frameworks promoted by the World Bank and others in the 1990s. These frameworks aimed to provide a
more coherent structure for what at the time was an increasing fragmentation of donor assistance. SWAps were a
response to the structural problems of aid delivery by project interventions, which, by working outside national sys-
tems, tended to undermine such systems, or at least not contribute to their improvement. Highly focused projects
often achieved narrow objectives, but ignored the interdependency of links with wider processes, so project bene-
fits were not sustained.

SWAps were given further impetus in the mid-1990s with the Highly Indebted Poor Countries Initiative that led to the de-
velopment of poverty reduction strategies to ring-fence the use of debt relief funds. Poverty reduction strategies became
an overarching framework for much donor support and SWAps were often seen as a mechanism to implement the pover-
ty reduction strategies. When combined with the introduction of medium-term expenditure frameworks (MTEFs), poverty
reduction strategies provided some of the conditions necessary for SWAps to develop. Some donors, such as the Dutch
Ministry of Foreign Affairs, adopted SWAps for all their development assistance as early as 1998.

The 2005 Paris Declaration on aid effectiveness gave fresh impetus, with its focus on harmonisation, alignment and
ownership. The declaration recognised the importance of sector approaches to aid effectiveness and set a target for
all signatories that 50 % of all assistance should be programme-based (1).

Since 2005, through the process of implementing the Paris Declaration, there has been increasing recognition that
SWAps go beyond financial modalities and are valid as an instrument for development, rather than just aid effective-
ness. When used solely as an instrument for aid effectiveness, SWAps tend to create a state within a state and perpet-
uate the problems of lack of ownership that they were trying to overcome. Although SWAp is closely associated with
aid delivery, it is important to note that the sector approach, however named, has always been a feature of sectors
that function well and is not peculiar to aid delivery. The relevance to aid is that a country-led sector approach poten-
tially makes aid more effective, because that aid can be better aligned to a comprehensive framework and the bene-
fits sustained by national structures.

(1) Programme-based approaches (PBAs) are a way of engaging in development cooperation based on the principles of coordinated support for a locally owned pro-
gramme of development, such as a national development strategy, a sector programme, a thematic programme or a programme of a specific organisation. PBAs
share the following features: (i) leadership by the host country or organisation; (i) a single comprehensive programme and budget framework; (iii) a formalised process
for donor coordination and harmonisation of donor procedures for reporting, budgeting, financial management and procurement; and (iv) efforts to increase the use
of local systems for programme design and implementation, financial management, monitoring and evaluation (OECD, ‘Survey on monitoring the Paris Declaration
making aid more effective by 2010’, OECD, Paris, 2008).
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Sector approaches are not primarily a mechanism for aid delivery, though they help to make aid more effective. The
role of donors is therefore not to establish a sector approach, but to support country-led efforts to do so. Donors
can play a supportive role, provided their support is well directed and strengthens rather than substitutes for na-
tional processes.

The sector approach aims to strengthen the links between national and sector plans, between recurrent and capital
expenditures and between domestic and external aid resources. By placing reliance on these national systems, even
where they are weak, the sector approach will in the long term strengthen them from within.

While SWAps are approaches, not ready-made recipes, most share a number of common features. These will vary for dif-
ferent countries and stages of evolution. At the same time, any sector operates around five key dimensions: policy; finance;,
institutions; coordination; and monitoring and accountability. Table 1 provides a list of the typical elements of a SWAp,
mapping them to those five key dimensions.

coherent within the sector, linked to the
legislative, planning and institutional framework
and well-aligned to national policies and priorities

policy loyal, bring together
most significant funding in the sector, including from
outside the public sector, clearly link policy and results

functional, serve overall policy
goals, have the necessary capacity to implement

ensures that sector stakeholders,
including development partners, work effectively
together, avoid duplication and prioritise their
activities to reach agreed policy goals

ensures
transparent sector performance and reporting,
fosters good governance in the sector

An umbrella policy for the sector
A coherent series of reforms planned and ongoing

A sector budget that captures all expenditure in the
sector

Linkage with a multi-year MTEF

A clear lead agency for the sector
A sector-wide capacity-building strategy/plan

Sector working groups that involve national and local
levels as well as different ministries and civil society/
private sector

Coordination of donors by government
A code of conduct/partnership principles
A joint sector review (often held annually)

A system of performance measurement across the
institutional boundaries with clear results-based
indicators

Annual sector performance report

These elements have been expanded into a comprehensive score card that also combines the principles of the Paris
Declaration and the country status overview produced by the water and sanitation programme hosted by the World
Bank, as well as initiatives taken by the African Development Bank. The scorecard has been completed for the sev-
en case study countries.

SWAps, particularly in health and education, have been going for nearly 15 years and the literature is growing in
these sectors. During this time, SWAps have evolved. Though many experiences are specific to particular circum-
stances, there are also many generic lessons learnt that can be applied across different sectors and countries. A re-
view of the bibliography undertaken as part of this study has revealed 12 main lessons (see Box 1 and the annex).



Box 1: Twelve lessons learnt on SWAps (all sectors)

SWAps do work.

Results on lowering transaction costs are disappointing.
SWAps go beyond financing modalities.

SWAps are not only relevant for aid.

SWAps often fail to bring sufficiently quick results.

SWAps can easily become too complex.

The role of the ministry of finance is crucial.
Decentralisation needs special attention.

The focus needs to go beyond the public sector.

SWAps need to be realistic about implementation capacity.
Domestic accountability is crucial for sustaining a SWAp.
SWAps can easily focus too much on modalities and process.

Source: PEMconsult 2011 (Identification study)

In the water sector, there is a strong link between SWAp
and integrated water resource management (IWRM). IWRM
can be defined (UK Overseas Development Institute, see
W2 in annex) as ‘a process aimed at ensuring that water
is used more efficiently (economic dimension), promoting
equitable access to water (social dimension) and guaran-

Box 2: Nine characteristics of SWAps in the
Water Sector)

Water is multisectoral and difficult to define and

teeing sustainability (environmental dimension)’. In prac-
tice, because IWRM aims to bring together upstream and
downstream users and because it attempts to integrate
different sectors using water on a river basin or aquifer
basis, it has a lot in common with sector-wide approaches.

The adoption of SWAps has been slower in the water sec-
tor due to many factors, listed in Box 2 and analysed in
greater depth in the annex. Three main factors can be
highlighted:

The water and sanitation sector is potentially very
broad and cross-cutting. As well as rural and urban
water supply, the sector can also include; sanitation

coordination is complex.

Water is subject to many externalities.

Water is a public as well as private and merit good.
Water is often transboundary.

Water is a natural resource that is often scarce and
highly contested.

Water is often better managed at catchment level.
Water is critical to sustainable growth.

Water is a key to livelihoods for many poor people.
Water is highly vulnerable to environmental degra-
dation. and climate change.

and hygiene promotion; water resources management, including catchment protection; irrigation; and water for
production, hydropower and navigation.

The sector is often anchored in many different ministries. This can be illustrated by the case of Vietnam: rural
water supply is in the Ministry of Agriculture and Rural Development; urban water supply and sewerage is in
the Ministry of Construction; sanitation and hygiene promotion is in the Ministry of Health; and water resources
management is in the Ministry of Natural Resources and Environment. Multiple anchorages are not necessarily
problematic, provided roles are clear and there is good coordination.

The water sector goes beyond the public sector and has significant private as well as ‘merit good’ characteristics
that bring into play a broad range of sector stakeholders.

The study also reviewed the literature on SWAps in the water sector. This is summarised in Table 2 and presented
in more detail in Annex A.
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Definition of the water sector is unstable and varies between countries

The water sector is highly political. A cohesive approach is difficult to achieve

Progress on water SWAps is uneven and highly dependent on the political environment
SWAps quickly lose credibility if they do not lead to tangible service delivery results

Water sharing must be seen to lead to benefit sharing

Water sector policy environment is arbitrary and prone to political opportunism

Water policies are complex and need to respond to different categories of consumers

Water sector policy targets are often unrealistic

IWRM policy is a natural entrance point for SWAp and the concepts can reinforce each other
The financial aspect of IWRM policy is often weak — linking to SWAps can potentially help
IWRM is often better at diagnosis than cure. A SWAp approach can encourage mainstreaming
Sanitation deserves a high policy priority — but evidence is not yet affecting decision-making

A conducive investment environment is needed to attract funding and ensure success
Tension between creating an enabling environment and short-term investments
There are many externalities and it is not always clear who benefits

Water is a low-risk, low-return business — which demands sector stability

Strategic financial planning is a very useful tool for water sector SWAps

SWAp is an opportunity to consider the full life cycle of financing needs in the sector

Close coordination with the ministry of finance is important for use of economic instruments
in the sector

Efficiency in the sector can be improved by correcting or adjusting for market failures
Mobilising the self interest of the private sector is crucial
Sanitation and IWRM are difficult to finance

Tendency for water SWAps to overcentralise

Weak ownership where donors dominate in order to implement unpopular reforms
Enabling environment is necessary but not sufficient

An actor rather than technology focus is needed, especially for sanitation

Divided incentives for those with professional skills

Professionalism in water utilities increases capacity

SWAps in the water sector can potentially mobilise huge capacity and resources

SWAps are often over complex, involving too many actors, leading to problems
Overcoordination leads to paralysis

Information can improve water sector efficiency

Policy issues need clarity and good communication if sector messages are to be consistent
A SWApP can help the water sector benefit from regional and global initiatives

Setting of performance targets gives an opportunity for collaboration

Many overlapping sets of data

Role of information

SWAps are process orientated but are undermined by too much talk not enough action
Accountability is dependent on domestic actors

The sector approach has the potential to enhance the performance of the water sector significantly. Successful im-
plementation of a SWAp brings many benefits to the water sector precisely because its complexity requires multi-
stakeholder dialogues, collaboration and coordination and participation by all stakeholders including the state, the
private sector and civil society. A sector-wide approach aims to bring multiple actors together so that they can work
towards common policy goals in a coherent manner



This study aims to outline strategies and develop a framework based on a number of case studies and concrete les-
sons learnt for the move towards sector approaches in the water sector. The study also aims to:

add/update the body of information on best practices on supporting water sector policy programmes;

be a source of inspiration to those engaged in the process of moving external aid funding of water sector pro-
grammes towards more aligned sector approaches;

provide a structure, tool and departure point for gathering experiences;
provide an overview of options and steps for moving towards a sector approach;
isolate factors, conditions and criteria that favour particular options and steps.

While sector approaches have been attempted in the water sector in a number of countries, there is no systematic
summary of actual experience in introducing them. Diffuse sectors such as water are different from more cohesive
sectors such as health and education, where a single ministry brings together the main stakeholders. As a result,
the challenges, options and strategies of applying sector approaches and moving towards a range of modalities are
different. Experience gained in more cohesive sectors is not always relevant for the water sector.

That is why there is a need to systematically gather and analyse the experience from AfDB, EU and other donor ef-
forts on how to introduce and support such an approach in the water sector. After some 10 years, there is now a
body of experience on water sector SWAps that has not been adequately digested. With the huge resources going in
to developing SWAps in many countries and their use as the foundation for an increasingly high proportion of exter-
nal assistance, it is time to reflect and gather evidence on what has worked and what has not.

The study seeks to address five key questions:

What specific challenges and opportunities are governments and donors seeking to address in moving towards
a SWAp in the water sector?

What does country-based experience tell us about the performance of SWAps in achieving results in five key
areas: policy/planning; finance; coordination; capacity building and institutional performance; and monitoring
and accountability?

What service delivery impacts has the SWAp had?

What does the country-based evidence tell us about the challenges and opportunities of starting, maintaining
and if necessary restarting the SWAp process in water?

What are the options and approaches that can be used to improve the performance of a SWAp?

The thrust of the study is not just to make stand-alone evaluations of seven country-level SWAps but to review the
challenges and opportunities of implementing SWAps in water and to identify lessons learnt, most importantly for
national authorities but also for donor agencies and other stakeholders. There is a need to isolate factors common
to all SWAps, those that are specific to the water sector and those that are specific to a particular country.

The theoretical benefits of a sector approach are well understood, but not often obtained in practice. The study will
focus on identifying the main challenges and opportunities of implementing a sector approach and isolating viable
options and approaches that can be used in different circumstances.

A key framework for the study both at country level and in the overall synthesis will be the five areas of: policy and
strategy; finance; capacity and institutions; coordination; and monitoring and accountability.
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The study faced a number of limitations. Among these are:

Lack of reliable data: There are two types of data: ‘qualitative’ data on the process of developing the SWAp and
the institutional impacts that the SWAp may or may not have had, and ‘quantitative’ data on the physical and health
results achieved. The lack of qualitative data on how well SWAps achieved their institutional goals is one of the rea-
sons for undertaking this study. The study generated some information through interviews and workshops, though
it was beyond its scope to obtain primary source data of a quantitative nature. Instead, it drew on national report-
ing systems considered reliable, such as regular household surveys by statistics offices, relevant sector studies and
surveys, MDG reporting and the joint monitoring programme data.

the problem of attribution and the absence of a counterfactual situation: It is very difficult to attribute the suc-
cess or failure of new reforms, for example, to the SWAp. It could be argued that reforms would have gone ahead
anyway or that the SWAp was not the crucial factor in their success. The study does not attempt a rigorous analy-
sis of all co-factors or to give a statistical basis for attribution. To overcome this problem, the evaluation attempts
to identify important influences that could also explain the results (positive or negative). It also looks at the time
line, before and after the SWAp, to see if a sudden or gradual increase or decrease in sector performance is associ-
ated with the introduction of a SWAp. Finally, as the study is carried out over a number of countries, a comparative
basis is created and evidence gathered that can indicate the extent to which SWAps have had a beneficial impact.

the inconsistency of the SWAp process itself (stopping and starting: In most cases what is measured at country
level is not ‘the effectiveness of the sector-wide approach’ but rather ‘how effective the sector-wide approach was in
a particular country’. As the SWAp is implemented very differently and very inconsistently over time, it can be difficult
to draw hard conclusions about its effectiveness. This is especially true for countries where only some donors adopt-
ed the approach or where the national partners have stopped, started, or even reversed a SWAp approach. The study
sheds light on the factors that seem in some cases to have made SWAps more successful than other approaches.

Key points that need to be taken into account when reading this document include the following:

SWAps are highly dynamic in nature. Experiences gained have to be interpreted carefully in the context in which
they arose, because the approaches, modalities and functionality of a SWAp can change rapidly. Some SWAps
have advanced quickly, only to stop later. Progress has not been even and different pictures emerge, depending
on the stage at which the process is examined.

It is not always easy to define or determine the origin or present ownership of a SWAp process. It is widely ac-
cepted that:

(i) sector-wide approaches should be partner country led; and

(i) introducing a sector approach is something that a country should do to improve sector performance for its
own benefit, preferably not just as a response to donor demands.

However, in many cases SWAps have been introduced mainly by donors, not by national authorities. It is therefore
not always easy to define or determine the origin or present ownership of a SWAp process. This is an important
factor in interpreting lessons learnt.

This study aims to build on rather than repeat earlier work, especially the EU reference document ‘An approach
to development and governance of the water sector’ (2009), the EU thematic evaluation of water sector support
(2006) and the guidelines for water resources management (1998, updated 2009).



I1. MAIN FINDINGS IN SEVEN CASE STUDIES @7

Il. Main findings
in seven case studies

A. Bolivia — A sector approach that started with sector budget
support

1. Process

It is not easy to identify when a sector approach was first adopted in Bolivia. Some concepts can be traced back to
1994, when municipal governments were granted a greater degree of autonomy that made them responsible for
water and sanitation services. In 1997-2004, the national government developed and implemented a policy of pro-
moting private concessions. In parallel, several donors actively sought to support institutional development for the
sector as a whole and started to structure their support with a sector-wide view. The sector approach did not ef-
fectively take off until 2008. The 2004 Pasaas (an EU-funded sector budget support operation) had a major influ-
ence, but not immediately. The change of government in 2006 brought new policies and the creation of the Ministry
of Water. The new minister arrived in 2008 and had the vision to take advantage of the sector budget support of-
fered by Pasaas to implement the new policies, while at the same time the sector development progress indicators
included in Pasaas (such as the creation of sector roundtable) were formally complied with.

2. Key elements

The sector approach in Bolivia is currently characterised by a clear lead agency (the Ministry of Environment and
Water), several national agencies servicing the sector (in terms of regulation, capacity development and execution),
a national sector development plan (linked to the national development plan and including a rough multi-year indica-
tion of financial needs), two strategic frameworks for peri-urban and rural areas, a performance assessment frame-
work and a sector working group (sector roundtable). There is no joint sector review, annual sector performance re-
port or comprehensive sector budget.

Policy An umbrella policy for the sector v
A coherent series of reforms "4
Finance A comprehensive sector budget

Linkage with a multi-year MTEF

Institutions A clear lead agency for the sector 4

Sector-wide capacity-building strategy

Coordination Sector working groups v
Donor coordination by government 4
A code of conduct

Monitoring and accountability A joint sector review
Performance measurement system v

Annual sector performance report
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The sector approach has had a clear impact in terms of institutional and policy reforms. There is now a fuller set of
planning documents. The allocation of public investment is improving, with more attention being paid to providing
access for poorer sections of the population living mainly in peri-urban and rural areas and the development of an
objective allocation formula (yet to be used consistently). Sector coordination has improved with the creation of the
sector roundtable (still underused) and the donor group. A new institutional map has been consolidated. A sector mon-
itoring and evaluation framework has been established and the new sector regulator is producing much more data.

In terms of financial resources, there has been an increase in the level of finance provided by development part-
ners in recent years. The public investment budget shows increases in terms of budgets planned, but less in terms
of budgets executed. In terms of coverage, there have not yet been significant changes in trends, with the exception
of access to water in urban areas.

The sector needs to launch and nurture a process of continuous improvement of policy development and implemen-
tation, preferably with formal spaces for sector dialogue. Strategic-level coordination with the Ministries of Finance
and Planning needs to be prioritised and actively pursued. Subnational administrations and non-government or-
ganisations (NGOs) need to be meaningfully engaged in sector dialogue and management. Now that there are lead
agencies at national level, there is a need to create or strengthen support structures at the provincial (department)
level. While the designation of an agency to lead capacity development efforts has been useful, an inclusive strate-
gy is also needed. The sector approach offers opportunities for increasing sector efficiency that have not been tak-
en up in many cases. Whole-of-government changes in terms of sector evaluation would be needed to support the
adoption of the sector approach and improved sector performance and sustainability. The performance assessment
framework needs to be implemented. It would be useful to work out a realistic schedule to step up policy dialogue
between government and donors. Otherwise, there is a risk that sector development will focus exclusively on infra-
structure and institutions.

Box 3: Bolivia — A need to fight centripetal forces

The political mandate of taking command of the sector and the tendency of sector approaches to centralise
decision-making have in practice resulted in the sector been reduced to the central agencies and the develop-
ment partners. Whether for ideological, political or practical reasons, key implementing actors such as munic-
ipalities, NGOs and water utilities have been pretty much excluded from sector discussions. Sector develop-
ment would benefit from formal spaces (such as multi-stakeholder sector working groups and annual sector
reviews) as instruments to engage other stakeholders.

Lead, support the leader: Leadership at ministerial level has been crucial for the effective take-off of the sector
approach, and an assertive lead agency has encouraged donors to align with government policies and to harmo-
nise among themselves. Donor support has also been crucial for the effective exercise of sector leadership by the
government and the consolidation of a sector approach, not just in terms of quantity but also quality and flexibility.

Be pragmatic: Sector development has been made more manageable by adopting an incremental rather than a big-
bang approach, and care has been taken to ensure that institutional realignment efforts are balanced with the po-
litical imperative of progress in service delivery.

Watch out for implementation barriers: The sector is currently facing a number of barriers to implementation (in-
adequacy of the legal framework, lack of engagement of subnational administrations, weaknesses of the executing
agency) that should have been addressed as early as possible.



I1. MAIN FINDINGS IN SEVEN CASE STUDIES

B. Burkina Faso — A nationally owned and fast-developing SWAp

1. Process

Elements of the sector-wide approach can be traced back to 1985 with the establishment of the Office nation-
al d’'eau et d'assainissement (ONEA). This was followed by a national water policy in 1998, the Water Act of 2001
and, as part of a series of reforms, the creation of a general directorate in charge of water supply and sanitation. In
2006, a national programme for water supply and sanitation (PN-AEPA) was established which in effect launched
the SWAp in the water sector in Burkina Faso. A separate general directorate for hygiene and sanitation was estab-
lished in 2008. During 20089, the director who had launched the SWAp left and there was a perceived loss of energy
and leadership. Nevertheless, in 2010, most of the tools to implement the PN-AEPA were developed and the second
phase of an IWRM action plan (Pagire) was launched. During 2010, the three major donors signed an agreement with
the government to establish a sector budget support mechanism that helped to inject new energy into the SWAp.

2. Key elements

The key elements of the sector approach in Burkina Faso are:

— a well-formulated and comprehensive national programme (PN-AEPA);

— the use of sector working groups to prioritise and coordinate sector activities;

— annual sector reviews (now also prepared at regional level);

— aset of common rules and procedures to be followed under the PN-AEPA — the cadre unifié d’intervention (CUI) —

a strong incentive for alignment;

— anew framework for policy dialogue (CaPa — cadre partenarial) in which civil society and local governments are

officially involved.

Dimensions

Policy An umbrella policy for the sector v
A coherent series of reforms v

Finance A comprehensive sector budget v
Linkage with a multi-year MTEF v

Institutions A clear lead agency for the sector v
Sector-wide capacity-building strategy

Coordination Sector working groups v
Donor coordination by government v
A code of conduct

Monitoring and accountability A joint sector review v
Performance measurement system v
Annual sector performance report v
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Reforms and enabling environment: The SWAp has helped the government to manage the sector and has brought
a sector vision that is shared by most stakeholders. The organisation of the sector and the division of roles and re-
sponsibilities is clearer and has led to more effective planning and implementation. More sector information is avail-
able and is better organised, resulting in better coordination. Allocation of funding follows priorities more closely, for
example, in addressing the sanitation gap. Transaction costs for donors and others are now starting to fall after a
long period of intensive preparation. Another benefit is that while champions have been crucial, by developing col-
lective leadership, the SWAp has made the sector less dependent on individuals. There have been significant devel-
opments in the policy environment for rural sanitation, considering the challenges that this subsector faces. For in-
stance, this led to a new sanitation policy and strategy (2009) that addresses the issue of how much subsidy should
be granted to households to support investment.

Finance: There have also been improvements in sector finance with the development of a sector investment plan which
has helped to prioritise investment and ensure better-coordinated implementation. This in turn has attracted more fi-
nance to the sector from donors and government. Financial resources for the whole sector have doubled since imple-
mentation of the PN-AEPA started (up from USD 61 million to USD 124 million per year), although the national contribu-
tions have not increased as much. However, there are still substantial gaps in the rural sector, especially for sanitation.

Coverage: There have been substantial improvements in water supply, though the rate of increase is levelling off.
Progress is less impressive in sanitation. Rural sanitation only has coverage of 17 %. Growth in the rural population
has been given as one explanation for the low coverage rate.

There are still weaknesses regarding the reliability of information. Implementation capacity at national and regional
levels is inadequate, leading to a low budget execution rate (around 60 %) which does not compare favourably with
well-run projects able to implement at 100 %.

Although sector leadership has been impressive over the years, there are signs that it is declining in effectiveness.
Participation of civil society and local government could be improved.

Box 4: Burkina Faso — Water sector piloting decentralisation

Burkina Faso is an example where the SWAp has resulted in the water sector being in practice a ‘decentrali-
sation pilot’ with positive externalities for the whole country development agenda. The SWAp facilitated the
effective transfer of responsibilities and funds from central government to municipalities. The link between
national and local planning is now stronger and the sector has responded by building capacities at municipal
level, including the new role to be taken by the regional branches of the ministry to provide support to munic-
ipalities. A joint working group has been established to follow up these aspects, measure progress and pre-
pare sector discussions during joint annual reviews.

Capacity building at decentralised level: In the early stages of the SWAp, the sector needs to pay attention to the
development of planning and implementation capacity at local level (working closely with the ministry in charge of
decentralisation) and to the creation and strengthening of regional structures.

Refocus sector objectives: There is a need to fight the tendency to focus mostly on attracting aid resources and
on infrastructure development, balancing it with due attention to the quality of policy dialogue and the completion
of reforms.

Role of donors: Donors need to be ready to play different roles in the life of a SWAp: offering access to international
experience, stepping back when the country shows leadership, and providing incentives to keep the SWAp developing.



The sector approach is not explicitly pursued in Jordan, but the series of reforms since 1994 amounts to a very similar pro-
cess, even if it is not called a SWAp. In the mid-1990s, national workshops on sector reforms and participation of the pri-
vate sector were launched. This started a process that led over the following 15 years to many ground-breaking changes.
In 1997, a national water strategy was approved, supported by water utility, groundwater management, irrigation water
and wastewater management policies. During this period, as part of an agriculture sector adjustment (supported by the
World Bank), greater awareness developed regarding water use efficiency and the need for economic tariffs, even if this
has not yet fully impacted on practice in the sector. The period 2002-07 led to the piloting of private sector contracts for
Amman’s water supply. This ran for 5 years and led to the adoption of a commercialisation strategy for the sector, based
on independent, publicly owned companies. In 2008, a new water strategy was published which includes most of the prin-
ciples of the sector-wide approach. In 2010, the Highland Water Forum was set up, with a role for civil society.

The key elements of the sector approach in Jordan are:

a sector-wide policy formed through a multi-stakeholder process;
a sector budget that is increasingly based on a multi-year MTEF;
a performance management and measurement system;

annual reporting for key institutions (covering the whole sector).

Policy An umbrella policy for the sector
A coherent series of reforms
Finance A comprehensive sector budget
Linkage with a multi-year MTEF
Institutions A clear lead agency for the sector
Sector-wide capacity-building strategy
Coordination Sector working groups
Donor coordination by government
A code of conduct
Monitoring and accountability A joint sector review
Performance measurement system
Annual sector performance report

Elements that seem to be missing are a code of conduct with donors and government agencies, as well as a func-
tioning system of intersectoral coordination (though in theory the mechanisms are in place).

Reforms and enabling environment: There have been improvements in the policy and institutional framework over
the last 10 years. A number of collaborative policies and strategies have been launched and a commercialised approach
to operations in the sector is now much more evident. There are also signs that the role of civil society is being accept-
ed (e.g. in the Highland Water Forum). All these efforts have improved the capacity of the sector to both adjust and im-
plement policies and strategies. The sector has witnessed massive improvements in the use of the private sector and
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engagement with civil society in both irrigation and water supply. The recent introduction of medium-term expenditure
frameworks and national programming is a promising development that will aid the sector approach in future.

Finance: There has been a very strong increase in sector finance from all sources with a projected doubling from 2007
to 2012. The water sector in Jordan is highly prioritised and accounts for 30 % of all public investment expenditure.

Coverage: In terms of coverage and sector efficiency, water supply access is very high at 98 % (but in some cases
with only 1 day of service per week). Cost recovery has increased significantly and has now reached 73 %. Water
losses have stagnated at 40 %, which is high, but lower than in most countries in the region. Urban sanitation is at
63 %. It is difficult to attribute improvements to the sector approach and the reforms that underpin it, but it would
be reasonable to conclude that they have contributed.

Financial sustainability prospects are not favourable. The geopolitical positioning of Jordan and internal instability make
it clear that the political economy aspects of the sector need to be better understood to judge what can be changed
and what cannot. Reforms have not yet led to significant increases in the financial sustainability of the sector, which
remains threatened and which appears to require interventions of a political nature beyond the sector (see Box 5).

Box 5: Jordan — The importance of political economy in understanding the factors behind low financial
sustainability

For many in Jordan, higher tariffs are not seen as leading to greater water use efficiency. Instead, rationing is favoured.
Many Jordanians see a situation where higher tariffs would not constrain big water users but simply send small fam-
ers into bankruptcy and lead to urban migration, difficult to control and undesired. The political compact between gov-
ernment and people does not seem to allow early tariff increases even if this is legally possible. The argument is that
for big users, water accounts for a cost component too small to be influential and that the greatest incentive to water
user efficiency is to allocate fixed amounts of water. As water, not land, is the limiting resource, farmers whose alloca-
tion is restricted already have all the incentives in place to use water efficiently. If farmers do not respond, it is for oth-
er reasons, which a higher tariff will not solve, such as a lack of capacity to irrigate using new techniques, lack of in-
formation, market uncertainty, lack of finance to invest, the ease of stealing water and cultural or other factors. Water
not used for agriculture would not in practice be used for higher returns in industry as there are no such prospects.

Monitoring and accountability have lagged behind, although more attention is now being paid to these aspects, for
instance through the performance monitoring unit of the Ministry of Water and Irrigation and the development of
transparent sector indicators and reporting.

SWAp and sector reforms: The principles of SWAp do not necessarily require an explicit launch and can emerge
naturally through a reform process.

Political economy: More effort to understand the political economy is needed, especially for reforms that are diffi-
cult to implement.

Linkage to sector budget: Recurrent costs of donor-financed innovations need to be ‘on budget’ if a successful pi-
lot is to be continued once support is withdrawn.

Institutional anchorage: External projects that finance across institutions bring coordination benefits but must be
careful to follow national division of roles and not distort mandates.

Patience: Donors have introduced concepts that have only obtained national ownership after a long period of ad-
justment. Patience and persistence are needed.



The sector approach in Lesotho can be traced back to 1999, with the introduction of the water resources management
policy that outlined a comprehensive series of sector reforms. In line with this reform, the office of Commissioner of Water
was established in 2002 to provide policy and sector management coordination. In 2003, a mini-SWAp in the rural sub-
sector was started, supported by the pooling of Irish aid and Swiss Development Cooperation funding under government
leadership and planning systems. The approval in 2007 of the water and sanitation policy and the formalisation of SWAp
as ‘Policy statement number 5’ was a further landmark. The Water Act was passed in 2008. This act puts in place impor-
tant reforms such as putting the Water and Sanitation Corporation on a commercial footing. In 2011, the Lesotho Electricity
and Water Authority Amendment Act was passed, establishing an independent regulator. In 2010, sector budget support
from the European Commission was agreed, following a number of preparatory and feasibility studies.

The key elements of the sector approach in Lesotho are:

a series of policies and strategies combined with a coherent outline of sector reforms;
a sector coordination body — the office of the Water Commissioner;
annual reporting for key institutions (but not yet for the sector as a whole).

Elements that seem to be missing include a sector budget linked to a multi-year expenditure framework.

Policy An umbrella policy for the sector
A coherent series of reforms
Finance A comprehensive sector budget
Linkage with a multi-year MTEF
Institutions A clear lead agency for the sector
Sector-wide capacity-building strategy
Coordination Sector working groups
Donor coordination by government
A code of conduct
Monitoring and accountability A joint sector review
Performance measurement system

Annual sector performance report

Reforms and enabling environment: The role of the Commissioner of Water and the formal introduction of civil so-
ciety into sector considerations have been very encouraging. On balance, it would be reasonable to claim that contin-
uously improving sector-wide cooperation seems irreversible and linked to the series of reforms that began in 1999.

Finance: There has been a strong increase in sector finance from all sources, rising from 4.5 % of government ex-
penditure to 9.1 % over the period 2007/08 to 2010/11 — but influenced by large projects.

Coverage: In terms of coverage and sector efficiency, the situation reveals strong early progress, tending to levelling
off in recent years. However, the coverage rate for rural sanitation is only 53 % and falling.

Constraints include the persistently inadequate coordination of donors and the underresourcing of the office of
Commissioner of Water, which is crucial to the operation of the sector. The combination of donor projects and budget
support processes has been exhausting for government. Project support, such as the ‘Millennium challenge’ initiatives,
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has been offered and accepted. Superficially, at least, projects seem to work against the SWAp principles. Despite
the advantages of budget support and aligned modalities, there is a residual respect for the stand-alone project ap-
proach, which makes use of project implementation units.

Reforms to improve monitoring and evaluation have so far been weak, and there is still considerable doubt over the
accuracy of key sector data. Definitions and standards are not yet harmonised across the different agencies that are
responsible for data collection.

The sector does not benefit from a single national programme and instead, has various subsector investment plans
that have been developed over different periods and for different purposes.

The sector is not yet financially sustainable. Tariffs are not high enough to sustain operation and maintenance. Low
functionality, especially in rural areas, is likely to increase the backlog in service provision in future.

Box 6: Lesotho — An example of the dependency of sector investment planning on national systems of
public financial management

As a complement to its investment planning system, the Department of Rural Water established a district-
based financial control system to provide an overview of budget and expenditure throughout the project cy-
cle. It failed and was abandoned for the following reasons:

It was in advance of government systems and could not be fully integrated and therefore supported by
Ministry of Finance and Development Planning.

It was based on an information system that could not be maintained in-house.

Staff were reluctant to use it and insufficient motivation and training was provided.

The difficulty and cost of coordinating and managing the information system were underestimated.

SWAp and sector reforms: A reform process is a good place to start to introduce the principles of the sector ap-
proach (even if the SWAp label is not used).

Communication: Sector budget support can distract from a sector approach and careful communication is neces-
sary to avoid confusion between a sector-wide approach and the modality of sector budget support.

Partial ownership: SWAps are often not strongly owned by those responsible for implementing them. The power
and influence needed to align various interests to the changes implied by reforms and a SWAp should not be un-
derestimated.

Dialogue skills: Donors should shift their involvement from project level controls towards policy level debate. This
implies new skills at country office level.

Continuity: A stop-and-go approach by donors supporting sector-wide approaches is potentially damaging, under-
mines the concept and should be avoided.

Role of donors: Donors can also actively facilitate coordination in the initial stages of a sector approach through
their convening power.

Public financial management: Sectors are not always successful in trying to implement improvements in financial
management if these are in advance of the Ministry of Finance (see Box 6).



I1. MAIN FINDINGS IN SEVEN CASE STUDIES @7

E. Senegal — An adaptation of the sector approach that fits the
current institutional set-up

1. Process

Major reforms took place in the urban water supply and sanitation sector from 1996, with the separation of asset hold-
ing and service delivery functions. This was followed in 1997 by reforms in rural areas, with the management of small
pipe systems delegated to users’ associations and encouragement given to private operation and maintenance. Urban
reforms were supported by a large investment programme, the programme sectoriel eau and later the programme eau
potable. This served as a first nucleus to develop a sector-wide approach. In 2005, a new entity, the Programme eau
potable et assainissement du millénaire (PEPAM), was set up from within the urban water supply and sanitation sector
to coordinate the whole of the water and sanitation sector with the aim of reaching the millennium development goals.
In 2007, a first joint sector review took place. It is now a permanent process. From 2008, a new comprehensive legisla-
tive package was launched that consolidated the sector approach. Senegal is a unique SWAp case, as sector coordina-
tion is done through a project unit (the UCP/PEPAM) that originated from the urban water supply subsector and then ex-
tended its coverage to the whole sector. This unit has shown remarkable stability, even when ministries have changed.

2. Key elements

The key elements of the sector approach in Senegal are:

— a comprehensive national sector investment programme (PEPAM);

— astrong project coordination unit (UCP/PEPAM);

— areal capacity developed by the UCP/PEPAM to (re)orient investment opportunities;

— annual sector reviews (at regional level since 2010);

— a common set of principles and procedures to be followed by projects and programmes under the umbrella of
the PEPAM — this is the cadre unifié d’intervention (CUI);

— adynamic information system.

| Dimensions

Policy An umbrella policy for the sector
A coherent series of reforms v

Finance A comprehensive sector budget v
Linkage with a multi-year MTEF

Institutions A clear lead agency for the sector v
Sector-wide capacity-building strategy

Coordination Sector working groups
Donor coordination by government v
A code of conduct

Monitoring and accountability A joint sector review v
Performance measurement system
Annual sector performance report
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Reform and enabling environment: The sector is visible and coherent. It is well served by policies and strategies
that have been broadened from the urban to the rural sector. PEPAM invested a substantial part of its resources in
strengthening the sector monitoring and evaluation system. A sector performance framework is now in place and
there is regular reporting in annual reviews. Improvements in the monitoring and evaluation system and especially
the availability of online data have increased sector transparency and directed attention towards geographical ar-
eas or subsectors that were lagging behind. The UCP/PEPAM plays a very important role in representing the sector
at national and international levels and connects the sector to many African and international networks. This max-
imises the extent to which Senegalese sector players participate. A partnership with the French network pS-Eau en-
ables the sector to engage with water associations from other countries.

Finance: The sector approach has been successful in attracting donor funds, but less successful for national contributions.
Out of a total estimated investment cost of the PEPAM (2005-15) of USD 624 million for water supply and USD 638
million for sanitation, by 2010, around 57 % of the funds needed had been mobilised for water and 55 % for sanitation.

Coverage: There has generally been good progress, though rural sanitation lags behind other subsectors due to dif-
ficulties in keeping up with high population growth (see Chapter IlI).

The sector approach does not seem to have improved the environment for the private sector in rural areas (where-
as it was already strong in the urban areas). Sector financial instruments such as medium-term expenditure frame-
works are not in place and there is still a lack of attention to value for money and financial sustainability. Recently,
after many years of sound improvement, the urban sector has started to slide back due to a reluctance to raise tar-
iffs and political interference in the management of private sector contracts for service provision.

Some players argue there is ambiguity between PEPAM’s role as a coordination/ monitoring and evaluation frame-
work and as a more classical project implementation unit. At some stage, it will probably be necessary to integrate
PEPAM'’s role more centrally into government.

Not enough attention has been given to local water and sanitation infrastructure plans (as part of wider local devel-
opment plans) that could guide the allocation of resources at central level. Data on overall budgetary allocations to
the water and sanitation sector is not comprehensive, given the absence of programme budgeting.

Box 7: Senegal — The glass ceiling of SWAp

For many years, urban water supply and sanitation in Senegal has been considered very successful and an
example to follow in terms of private—public partnership. The quality of service is still very high compared to
neighbouring countries, but the financial balance maintained until 2007 is now jeopardised by the decision
to freeze all domestic tariffs (while increasing the price of water for public administration, resulting in grow-
ing arrears) and also by political interference at the highest level. Institutional studies have been abandoned
before they reached their conclusions and the government unilaterally decided to extend the contract of the
current provider (and transform the current lease contract into a full concession contract) and to go for water
desalinisation as a technical solution for long-term water resources. Despite the policy dialogue framework
established through the sector approach, discussions between government and other partners no longer take
place on the future of the urban water sector.

Monitoring and evaluation: Investments in the monitoring and evaluation system positively influence the quality of the
annual joint sector reviews and transparency in the sector management. Information has been a powerful agent of change.

Sustainability: Not enough attention is paid to long-term financial sustainability. This needs to be a central topic for pol-
icy dialogue.



Following national elections in 1994, South Africa began a process of policy and other reforms that led to a water sup-
ply and sanitation policy white paper (1994), a national sanitation policy (1996), a Water Services Act (1997) and a
National Water Act (1998). With local elections in 2000, the country was in a position to start a process of decentral-
isation to locally elected bodies. The year 2001 saw the start of Masibambane (which means ‘Let’s work together’).
This was a partial SWAp, covering water supply and sanitation in three provinces, supported by a few donors. This was
soon followed by the formation of a water services sector leadership group, which was a key coordination mechanism.
The institutional framework for decentralisation was put in place in 2003 with the approval of a strategic framework
for water services. This framework became the primary policy guidance for the water services subsector and estab-
lished the Department of Water Affairs as the sector leader with responsibility for policy and regulation, while service
provision was transferred to local government. In 2004, Masibambane was expanded to all provinces and the central
ministry role shifted from service provision to capacity building. In 2007, Masibambane was further expanded to in-
clude water resources management under the national priority of water for growth and development, but so far, rela-
tively little has been achieved. In 2011, a new phase of Masibambane, funded entirely by the government, was started.

The key elements of the sector approach in South Africa are:

a well-developed policy framework;
a strong multi-year budgeting system;
strong coordination between national and provincial authorities;

an incentive environment for decentralised entities to become involved in pursuing sector goals.

Policy An umbrella policy for the sector
A coherent series of reforms
Finance A comprehensive sector budget
Linkage with a multi-year MTEF
Institutions A clear lead agency for the sector
Sector-wide capacity-building strategy
Coordination Sector working groups
Donor coordination by government
A code of conduct
Monitoring and accountability A joint sector review
Performance measurement system

Annual sector performance report

Reforms and enabling environment. The sector has been able to develop an impressive array of policy and insti-
tutional changes in a relatively short period. These have successfully coped with the complexity of, first, centralising
the former homelands and then decentralising functions to the newly elected but often low-capacity local govern-
ments. Masibambane introduced a participatory process to policy and strategy formulation, and ensured sector own-
ership of the strategic framework for water services. This culture of participation has survived, though Masibambane’s
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energy levels have declined. Partnership with the local government association (SALGA), which includes direct sup-
port to the association, has brought significant results in advancing the decentralisation of water services (see Box 8).

Finance: Strong delivery performance and a political focus on basic services have led the sector to attract much pub-
lic finance during the SWAp (0.86 % of GDP in 2008/09), as well as significant donor support.

Coverage: The sector has seen significant improvements in coverage levels. The remaining areas are primarily hard-
to-reach rural areas and informal urban settlements. The key issue is the sustainability of existing investments giv-
en the ‘free water’ policy that has led to lower investment in operation and maintenance and an increasing backlog
from broken-down schemes.

It has been difficult to extend the sector approach to water resources management and to other ministries which are
not leading the sector, such as health (sanitation). Although civil society and the private sector have been involved in
the processes, the sector’s policies are not conducive to community participation. In fact, community-based opera-
tion and maintenance have virtually disappeared and been taken over by municipalities whose results are, in many
cases, less successful.

The sector has not been successful in establishing sound financial sustainability. Expansion of coverage has been at
the expense of operation and maintenance. The focus on reducing the wide disparities between traditionally ‘white’
areas and former homelands created demand for overly-sophisticated technologies, such as water-borne sanitation
in remote and water-scarce areas. Many of these facilities are now starting to fail. There are incentives for munici-
palities to let existing structures break down and build new schemes using central grants, rather than undertake op-
eration and maintenance from local recurrent budgets.

Capacity building of municipalities, including senior staff and councillors, has taken place, but has proved a much
more demanding task than capacity building at provincial and central levels. Policies and strategies are only partly
implemented, due to low capacity at local government level. Although the regulatory tools are available in practice,
supervision/regulation of municipalities and water service providers and authorities is weak.

Box 8: South Africa — Decentralisation experience
In a decentralised scenario, progress requires coordination but:

it is important to get the balance right between intra-sector horizontal coordination at national level (the
focus of Masibambane) and horizontal coordination with other agencies (finance, health, education — a
weakness of Masibambane);

real coordination is expensive (transport costs are high in a big country);

there is a need to develop incentives to favour coordination (e.g. Masibambane financed the creation of
a water unit in SALGA).

Interdepartmental collaboration: The incentive environment for ministries with a non-leading role to engage (e.g.
education or health) needs to be more systematically considered.

Champions: The sector approach has to build a network of champions with vision and commitment. Without this, it
is too vulnerable to changes in individual staff.

Policy and strategy implementation: More attention has to be paid to capacity building and addressing factors in-
hibiting the rollout of policies, strategies and local bylaws.

Results/sustainability balance: Greater attention to financial sustainability and value for money is needed, despite
the urgency to deliver.



The late 1990s saw a number of important policies, acts and regulations passed. Following the Local Government
Act, a fiscal decentralisation strategy was implemented in the early 2000s. This led to the transfer of all rural water
supply and sanitation funding and implementation responsibilities to local government. This paved the way for the
government-led adoption of a sector-wide approach and the gradual withdrawal of projects in favour of budget sup-
port modalities for the rural subsector. In turn, this was followed in 2001 by the introduction of annual joint sector
reviews, intended to provide a common review of sector performance. Significant advances in the development of
a sector investment plan occurred in 2003. At the same time, a performance monitoring system was launched and
became operational in 2004. During this period, the sector-wide approach expanded to include urban water supply
and sanitation, water for production and water resources management. From 2007, all donors joined a single sector
programme support vehicle that provided sector budget support as well as capacity building through a basket fund
known as the Joint Partnership Fund.

The key elements of the sector approach in Uganda are:

a sector investment plan and tool that can capture all expenditure in the sector;
sector working groups that engage all important stakeholders;
a joint annual review and annual performance report;

a performance measurement system with 11 golden indicators and annually agreed undertakings.

Policy An umbrella policy for the sector
A coherent series of reforms
Finance A comprehensive sector budget
Linkage with a multi-year MTEF
Institutions A clear lead agency for the sector
Sector-wide capacity-building strategy
Coordination Sector working groups
Donor coordination by government
A code of conduct
Monitoring and accountability A joint sector review
Performance measurement system

Annual sector performance report

Reforms and enabling environment: The sector approach has led to a number of improvements across all subsec-
tors. Capacity has been built up in the main ministries and also at decentralised levels. However, the huge increase
in the number of districts from 50 to over 120 in the last 10 years has meant that the capacity that has been built
up is now very thinly spread. There is more transparency in the allocation of funding across subsectors. The per-
formance measurement system and sector reporting have been important tools for increasing accountability. The
joint sector reviews and the establishment of sector working groups have helped to ensure the involvement of mul-
tiple partners in government, both at central and local levels, as well as within civil society and the private sector
(see Box 9). Water resources are becoming better integrated now that they have a directorate in their own right, and
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water management zones are linked to the water sector development facility offices. Civil society and the private
sector have been well integrated into the sector, with, for example, the establishment of the Association of Private
Water Operators, which now attends many sector meetings.

Coverage: The sector has seen significant improvements over the last 10 years. However, there have been difficul-
ties in keeping up with high population growth. As a result, coverage increases are levelling off and there are signs
of backsliding. However, rural sanitation is one area that is making good progress, due to improved regulation and
promotion.

Finance: The sector-wide approach does not seem to have had a strong effect on increasing sector finance. Finance
to the sector decreased steadily over the period from 2004/05 to 2010/11, from 4.9 % of government expenditure
to 2.2 %. High NGO investments (especially in refugee camps) offset the negative impact of declining funding. This
is unlikely to change for the better, as there is a shift from government funding of basic services towards financing
growth and income-generating sectors, such as energy, agriculture and transport.

There is concern that sector approaches have stifled innovation by routing all sector intervention through govern-
ment. Regarding sanitation, although a well-considered memorandum of understanding was signed on roles within
this, the sector remains fragmented, with no clear lead agency and limited participation of the Ministry of Education
and Sport and to some extent the Ministry of Health. One of the main reasons for disappointing progress was that
funding and resources were not seen to support the transfer of responsibilities. There is the same tension over re-
sources within water for production, between the Ministry of Water and Environment and the Ministry of Agriculture,
Animal Industries and Fisheries. Expansion of coverage (or in recent years just keeping up with population growth)
has been the priority, with operation and maintenance given less attention. The rapid expansion in the number of dis-
tricts, combined with the new post-conflict challenges in the north and east of the country, have strained efforts to
build capacity. In the absence of a provincial/regional administration level, deconcentrated technical support struc-
tures have been established to provide support to districts and facilitate coordination. While their assistance is ap-
preciated, these support structures are not embedded in government and depend on external funding.

Box 9: Uganda — A water SWAp that covers the entire sector

The SWAp is seen as so positive that it has grown to encompass more subsectors. The golden indicator is a
very clear monitoring framework that has also evolved to match the new scope. But there are voices calling
for care not to enlarge the SWAp too much to include all of environment. The new sector working group over-
sees water and environment and does not get the time to really manage the water sector. The water subsec-
tor working group is not attended by the most senior officers.

Inter-sectoral coordination: Areas cutting across defined sectors or at the periphery of sectors risk being underp-
rioritised.

Innovation: Too rigidly implemented, a sector approach can lead to innovation or the capacity to pilot new approach-
es being reduced.

Growth agenda: A new public agenda on private sector-led growth and employment threatens sector finance. New
approaches relying on market-based and self-supply mechanisms need further consideration.



11l. SYNTHESIS OF THE IMPACTS OF THE SECTOR APPROACH ACROSS THE CASE STUDIES

lll. Synthesis of the impacts
of the sector approach
across the case studies

Ultimately, a SWAp is designed to achieve sector objectives that aim to provide universal, sustainable and afforda-
ble water and sanitation services in the context of integrated water resources management. In contributing to these
complex aims, there is often tension between the longer-term need to create a self-sustaining sector and providing
an immediate increase in coverage.

The best sequence of: (i) institutional improvements and (ii) accelerated physical service delivery is complicated and
depends on a variety of factors, such as the political environment and the capacity and functionality of core institu-
tions. Physical delivery of services in advance of institutional improvements risks investments being wasted, as fa-
cilities fall into disrepair due to lack of funds or of the capacity to maintain them. Institutional improvements with-
out physical delivery of services risks discrediting fragile reforms before they have time to work.

There is an understandable tendency to focus on immediate increase in coverage, as it is easily measured and is in
political demand. It should also be recognised that a well-implemented sector approach can potentially contribute
to immediate physical service delivery. It may do so by creating, in the short term, conditions that attract more do-
mestic and international finance and by improving coordination, reducing duplication and directing funds towards
high-priority areas. Finding ways of combining the two objectives is the most promising strategy. But it also needs to
be recognised that it usually takes a long time to achieve lasting improvements in the underlying institutional con-
ditions to attract sustainable financing (not just from taxes and transfers but also from tariffs) and to ensure that
the services provided are sustainable.
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This chapter presents evidence of impacts on:

finance and coverage);

sector performance across the five dimensions.

Evidence of impact on sector performance is assembled from the seven case studies. The studies show there is tan-
gible evidence of sector approaches providing benefits that lead towards achieving sector goals of a sustainable
and affordable water and sanitation service in the context of integrated water resources management. There are
also a number of implementation-related issues that arise. Across the seven countries, an attempt has been made
to identify the major benefits that are common to a number of countries. Following this synthesis, the beneficial im-
pacts and main implementation-related issues can be grouped around the five dimensions of a sector as follows:

Policy

Finance

Coordination

Institutions
and capacity

Monitoring
and
accountability

A clearer sector vision and strategic overview

More effective implementation and consoli-
dation of sector reforms

Closer linkage between planning and finance

Reduced transaction costs in providing and
receiving development assistance

Better coordination across different stake-
holders

Greater involvement of civil society and
private sector

A clearer overview of institutional roles and
responsibilities

Accelerated capacity development

A better information environment

Better governance and accountability of all
parties

Impacts across these dimensions are considered in Section Il1.B.

Sequencing of focus on results or reforms
is crucial

Policy targets and finance are mismatched
Quality of policy dialogue with donors is
sometimes disappointing

Inadequate attention to financial sustainability

Weak public financial management (PFM)
constrains the sector

Insufficient focus on value for money
Donor finance directed at the enabling en-
vironment

Coordinating across institutions is difficult

Coordination potential at local level is over-
looked

Fostering private sector and civil society
involvement is low priority

Sector approach is sometimes too wide,
sometimes too narrow

Donor coordination is often ineffective

Institutional reforms are left incomplete
Capacity constraints are persistent

Implementation arrangements are not flex-
ible enough

Innovation can be stifled

Inconsistency in data collection systems

Political economy aspects of improving ac-
countability are neglected
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A. Evidence of short- and medium-term impact on finance and
coverage

Figure 1 shows that, on average, the countries studied got 3.7 aid dollars in 2009 for each aid dollar received in 2002.
The ‘outliers’ are South Africa (eightfold increase in aid) and Senegal (twofold increase in aid).

Figure 1: ODA disbursements from all donors
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These figures would need to be adjusted by inflation and population growth. When compared to the averages for all
countries (average across all developing countries is 3.9 aid dollars in 2009 for each aid dollar in 2002), the adop-
tion of the sector approach does not seem to be the main explanation for this increase.

The impact on domestic resources is mixed. Figure 2 (see next page) shows how some countries (Senegal, Lesotho)
have seen domestic public resources roughly double in 2 to 3 years, while others (Burkina Faso, Uganda) have ex-
perienced stagnation or only moderate increases (Bolivia). Perhaps success in attracting additional donor resources
has resulted in SWAp countries feeling less pressure to commit their own domestic resources to achieve their wa-
ter and sanitation goals.

In some cases, the water sector itself may have felt there was no need to engage with and contest the national budg-
et process, because donors were making the money available and domestic resources have merely grown in step
with donor funds driven by counterpart requirements. This seems to have been the case in Senegal.

In other cases, the water sector may have tried to engage in the national budget process, but the ministry of finance
may have felt that while donors were making funding available, their country was better off putting its own resourc-
es in other sectors. This seems to have been the case in Burkina Faso and Uganda.

In yet other cases, the ministry of finance has allocated substantial fresh money to the sector in recent years. This
is probably due more to the high political priority given to water infrastructure development (Lesotho) and redress-
ing historical inequalities in access (South Africa) than to the adoption of the sector approach.
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Anecdotal evidence suggests that the impact of the sector approach on user contributions is mixed. For example,
the adoption of the sector approach has helped to draw attention to rural sanitation and consequently to facilitate
the adoption of policy mixes (combining awareness-raising, regulation and subsidies to different degrees) that have
increased household investments in on-site sanitation. At the same time, there also seems to be a real risk that the
availability of new donor funding has enabled governments to postpone the adoption or implementation of hard-
to-sell tariff reforms.

At this point in time, it is difficult to suggest any major conclusions in terms of impact on coverage.

It should be recognised that there are many complex factors explaining trends in coverage of water supply and san-
itation services. For example, in Uganda progress in coverage is hampered by rapid population growth and the pro-
gressive loss of capacity at district level, driven by the rapid creation of new districts. It is also difficult to compare
coverage ‘before’ and ‘after’, as the adoption of a sector approach is not a one-off major event but rather the first
step in a process. Moreover, as easy schemes are implemented first, it is reasonable to expect that progress in ex-
tending coverage becomes slower over time.

The available joint monitoring programme (JMP) data seem to suggest that while progress in coverage may have been
well under way before the sector approach was adopted, the new approach has helped to consolidate progress in
the face of mounting challenges. Figures 3 to 6 show that since 1990 there have considerable improvements in wa-
ter supply and less significant improvements in sanitation. It is also worth noting that the most rapid improvements
for most countries were from 1990 to 2000, before sector-wide approaches were adopted. From 2000, progress
in coverage has been positive but more modest — and in a few cases negative (e.g. for rural sanitation in Lesotho).



111. SYNTHESIS OF THE IMPACTS OF THE SECTOR APPROACH ACROSS THE CASE STUDIES

Given the nature of the sector approach, one may speculate that its net impacts in terms of coverage are more like-
ly to be felt in the second decade of implementation, because the approach’s comparative advantage (in compari-
son with a stand-alone project) mostly relies on the ability to ensure functionality and viability of infrastructure over
the long term.

Figure 3: Water coverage in urban areas Figure 4: Water coverage in rural areas
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Figure 5: Sanitation coverage in urban areas Figure 6: Sanitation coverage in rural areas
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B. Policy-specific impacts
1. Evidence of tangible beneficial impacts

a. A clearer sector vision and strategic overview

In most countries, the sector approach catalysed a more productive policy debate that in turn led to a clearer sector
vision and strategic overview. The sector approach provides a unique opportunity to bring together different parties
(including donors) in a structured and formal way to discuss policy and strategy issues. Surprisingly, the debate has
usually been nationally driven and donors have had less influence than could have been expected (e.g. on the free
water policy in South Africa). Discovering gaps in policy and in implementation is a feature of sector approaches, as
they encourage many different parties to review both their own activities and those of others.

Summarised selection of country evidence

Senegal While the urban water and sanitation sector had developed a clear vision over a num-
ber of years, with the adoption of a wider sector approach, the sector vision and stra-
tegic overview now cover rural areas and to some extent water resources.
The sector approach has provided a new space for relevant parties to discuss sector policies,
e.g. on subsidies for rural sanitation and the extent to which projects are complying with policy.

Burkina Faso In a process similar to that in Senegal, the sector approach has helped to transfer some insti-
tutional reforms and clarity of vision for the urban sector to benefit the rural sector and pro-
vide a broader sector overview.

South Africa A better collective understanding of sector policies and ownership of the strategic framework
for water services was obtained not just in the parent ministry but also, crucially, within lo-
cal government and at municipality level. The process adopted led to local government ad-
justing and improving the strategy and framework. As a result, it has been easier to imple-
ment it in practice.

Lesotho The office of the Commissioner of Water, an important element of the sector approach, has
brought all stakeholders together to develop a national water and sanitation policy.

Jordan The introduction of far-reaching sector reforms has led to an open debate on sector priorities
and the longer-term impact of current water use practices in agriculture on the availability of
national water resources (and as a result, consensus on the relative economic and social mer-
its of alternative water use is being achieved).

Uganda The sector approach led to heightened awareness of the importance of water resources that
ultimately resulted in the upgrading of the department of water resources to full directorate
status, enabling it to take an equal part in sector discussions and decision-making with the
service delivery directorate.

Bolivia The sector approach has generated a vision of the sector as a whole, improved planning pro-
cesses and generating strategic frameworks for intervention at the subsector level.

b. More effective implementation and consolidation of sector reforms

Since sector approaches tend to be adopted in countries that have reached a certain maturity in terms of manag-
ing the sector, the policy frameworks tend to be relatively well developed and the focus is on the implementation
and consolidation of difficult sector reforms. By involving a broad range of stakeholders, the sector approach con-
tributes to the implementation of reforms, especially those that require different parties to cooperate. The sector
approach has also contributed to:

e ensuring wider support for reforms;
o linking the sector to national priorities;

e providing comprehensive capacity development, i.e. capacity building for all players involved, not just a few of them.



Reforms are more likely to be successful when they are part of a sector-wide approach, as opposed to being isolat-
ed, single ministry-driven initiatives.

Sector approaches in most of the countries studied have been surprisingly effective in supporting decentralisation.
Even though the sector approach is centrally driven, it often brings to the fore the crucial role of local governments
in service delivery. It is also interesting to note that where governments have vigorously pursued a fiscal decentrali-
sation agenda, as in Uganda and South Africa, this has had the effect of catalysing the central ministry to reorgan-
ise the sector using a sector approach and to take a lead, rather than risk becoming a minor actor. The policy lead in
these cases was with the ministry of finance. This illustrates the role central ministries such as finance and planning
can play in getting different parts of the sector to work together. Another feature of sector approaches triggered in
this way is that they tend to be country initiated, led and owned.

South Africa The sector approach has contributed to the success of changing the role of central ministries

Jordan from implementation towards policy setting and regulation over a long period. This in turn has

Lesotho helped to accelerate the process of decentralisation and local accountability for water and
sanitation services. In Lesotho, this has gone a stage further, in that an independent regula-
tor is being established. These difficult and often time-consuming reforms have already led to
a number of improvements in sector efficiency and performance.

South Africa Water sector reforms have also been associated with extensive capacity building of local gov-

Uganda ernment, in districts in Uganda and municipalities in South Africa. Collaboration with the local
government association is notable in South Africa and one of the reasons for success in con-
solidating local level reforms that were devised at the central level.

Jordan The sector approach and the series of coordinated reforms have helped in the difficult task of

Lesotho establishing autonomous commercial companies to provide urban water and sanitation services.

Perhaps the most persistent policy level challenge after ensuring financial sustainability is the trade-off between de-
livery of immediate coverage targets and the development of a conducive institutional environment for long-term
sector performance. It is not easy to predict the best sequence of interventions of a coverage nature and of an in-
stitutional nature. The case studies did not yield any easy answers as to the question of trade-off and sequence in
types of interventions.

In South Africa, which benefits from a relatively high level of capacity, it has been possible both to deliver services
and to undertake complex reforms. However, weaknesses in the tariff policy and in operation and maintenance are
already undermining advances in service delivery.

Lesotho, which benefits from international governance arrangements, has also succeeded in delivering impressive
physical results within transboundary water resources development and management, while ensuring sustainable
and well-governed subsectors. The massive investments in water resource development made so far have been sus-
tained through transboundary cooperation arrangements that are characterised by ample funding and capacity pro-
vided through a combination of project implementation units and autonomous parastatal and multi-state entities.

In Jordan, no answer has been found yet. Inadequate water sector governance and the pursuance of short-term ob-
jectives have led to very serious overexploitation of water resources, combined with an urban water service delivery
that only provides water once per week in most areas, though extending to nearly 100 % of the population.

In Uganda, although advances have been made in the enabling environment, service delivery has stagnated due to
high population growth and inadequate funding due to low sector ceiling and a new policy emphasis on private sec-

tor-led growth rather than provision of basic services.

In Senegal, after institutional advances in the urban sector that also saw significant improvements in services, a
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combination of inadequate tariffs and political interference has reversed much of the progress.

> Implication: The sector approach should guide the combination and sequence of institutional and service delivery
interventions by matching service levels to affordability and deepening the understanding of how governance, insti-
tutional capacity and financial sustainability can combine to accelerate service delivery in the long term.

There is often a mismatch between targets for a sector and the financial resources made available to achieve those
targets. The sector approach has helped to identify this mismatch (by costing the objectives) but has been less suc-
cessful in resolving the incoherence between targets and budget. In Uganda, the mismatch between sector ceilings
and policy targets has not been addressed by either increasing funds available, or by lowering or delaying targets.
There are similar mismatches in Burkina Faso, Senegal and Bolivia.

> Implication: Sector approaches should attempt to address the mismatch between policy targets and finance, us-
ing strategic financial planning and modelling

In most of the countries studied where there had been a fruitful policy debate, this was conducted among nation-
al actors, such as the cadre partenarial in Burkina Faso, and not led by donors or even, in some cases, not involving
them. The quality and intensity of policy dialogue with donors seems to have been limited, with surprisingly little in-
fluence evident. An example is the policy for free basic water and the use of high levels of service in South Africa,
where donors have attempted but have not succeeded in changing or adjusting policy.

Tariff policy in particular seems to be an area of dialogue where donors have not been very successful. For exam-
ple, water tariffs in the urban sector in Senegal have not changed for more than 7 years and this now threatens the
sector with bankruptcy. Jordan is another case where donors have argued for years for a higher, more sustainable
tariff, especially in the agricultural sector. Budget support modalities are in place in Bolivia, Burkina Faso, Lesotho,
South Africa and Uganda. The modalities do not seem to have brought about significantly increased policy influ-
ence, at least so far.

When donors and government meet, it is mostly around mobilisation of external sources of finance and more re-
cently, with sector budget support modalities, on achieving sector indicators but without probing the underlying fac-
tors. The absence of strong, sector-relevant analytical skills at donor representations is often given as the reason
for their low influence. The World Bank, which brings in experts from abroad, is often relatively influential because of
the greater level of expertise, even when it is providing relatively minor funding.

In some countries, such as South Africa, the low extent of funding from donors and high sector capacity within the
country partially explains the low influence of donors. Another reason advanced is that in many cases policy frame-
works were either already set by the time a sector-wide approach was adopted or that policies were decided above
the sector in a highly political process that was beyond the reach of sector-level discussion forums.

> Implication: The sector approach needs to ensure policy dialogue is at the right level and is supported by donor
representations that together, are staffed to be able to provide or at least access appropriate high-level expertise
to ensure fruitful policy dialogue.
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C. Finance impacts

1. Evidence of tangible beneficial impacts

a. A closer link between planning and finance

Policy-led allocation of financial resources is one systematic benefit of sector approaches that has been achieved.
However this is dependent on the development of suitable planning tools that link local and national planning. In
Uganda and Lesotho, there has been a demand for strategic financial planning that looks at the whole life cycle of
sector finance and focuses more directly on sustainability and issues such as the cost of low functionality and the
need to build in replacement and depreciation costs, as well as to cater for higher levels of service. Although these
tools have not always been used to their full potential, they have served to raise awareness on important issues of
sector financing.

Summarised selection of country evidence

Uganda Improvement in district-based water and sanitation plans resulted in better information on
how to allocate resources more equitably between and within districts.

Senegal The sector approach has created a demand and need to link national and local planning, which
were earlier separated. This in turn has led to the development of more effective planning tools
which have been crucial to improving allocation of sector finance.

Burkina Faso Adoption of a sector approach has facilitated the development of local municipal plans for
water supply and sanitation (PCD-AEPA), which are used to inform national-level decisions on
geographical allocation of financial resources.

South Africa Initiatives to develop medium-term expenditure frameworks, though not explicitly part of the
Jordan water sector approach itself (as they serve a more general purpose), have been helped by
emerging sector approaches in the water sector. Where there has been a sector approach, the
sector has generally been able to make good use of the medium-term expenditure framework,
even where these have been based on ministerial boundaries rather than sector boundaries

Uganda

b. Reduced transaction costs in providing and receiving development assistance

The common assumption that sector approaches increase transaction costs was not fully supported by the evidence.
For the water sector, reduced costs for donors and national authorities were noted.

Summarised selection of country evidence

Senegal The PEPAM has streamlined the coordination and project/programme support preparation
processes.
Burkina Faso The PNAEPA and Pagire programmes and the CUI reduce the cost of doing business for do-

nors and recipients alike.

Uganda Joint sector reviews have reduced the number of separate donor missions to review project-
level activities. The higher quality of available information and use of common approaches
has reduced donor and government costs.

2. lIssues that arise during implementation

a. Inadequate attention to financial sustainability

For all the cases studied, financial sustainability of the sector was the weakest element. Sector approaches have
not given enough attention to this. Discussions have focused on the expenditure side but rarely on the revenue side.
Even where financial models have been made, as in the cases of Uganda and Lesotho, these have increased aware-
ness, but have not increased revenues or led to hard targets being set for tariff increases or a commitment to in-
crease subsidies for operation and maintenance.
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> Implication: Sector approaches need to pay more attention to financial sustainability.

Many of the countries studied suffered constraints in budget execution due to inadequate public financial manage-
ment. The case of Burkina Faso, where funds channelled via public financial management systems only achieve 60 %
execution rates, whereas well-managed projects achieve 100 %, illustrates the problem. In Uganda, many sector of-
ficials prefer basket funding to sector budget support because of the delay in disbursement and the lack of an op-
erational annual carry-over facility. In Senegal and Burkina Faso, the quality of financial information lags behind
physical information and there is no proper link between local and national budgets. Lesotho illustrates the danger
of a sector trying to improve financial management by itself and not as part of a broader ministry of finance-led ef-
fort. In many countries, the problems are a combination of poor national systems and inadequate implementation
of the systems at sector level.

> Implication: Sector approaches need to focus on how implementation of current public financial management
systems (even if not perfect) within the sector can be improved. A pre-requisite is a thorough understanding of how
PFM works in the country concerned.

Explicit studies on value for money were carried out only in Uganda and Burkina Faso. Initially, these were very broad,
but once narrowed down to specific areas and themes, they became much more useful. The follow-up action tak-
en as a result of the studies was patchy, but has resulted in some improvements and more attention to unit costs.
Some benchmarking was done for water supply for clinics and hospitals in South Africa but otherwise studies and
attention to cost effectiveness and efficiency have been an underrated aspect of the sector approach, even where
the Ministry of Finance was involved.

> Implication: Sector approaches need to encourage value-for-money studies that are targeted in their scope so as
to lead to convincing, actionable results.

Donor finance for SWAps has been critical for sector development and has generally provided much-needed flexi-
bility. In Burkina Faso, external support through budget support was used to fund social connections irrespective of
geographic area, which had proved difficult in the project era. In South Africa, donor support was used to fund sec-
tor development and coordination activities that could not easily be justified or approved under national systems.
In Bolivia, the flexibility of sector budget support allowed the new government to use these resources to advance
a new policy agenda. Subsequently, the national budget made allowances for this type of funding. For Uganda, the
joint partnership fund allows the funding of one-off capacity-building efforts such as technical support units. In the
case of South Africa, project-based funding allows the financing of NGOs.

> Implication: Sector budget support needs to be flexible enough to be accompanied by other forms of support —
for instance, to pilot innovative approaches that may be difficult to fit into the reqular budget process.
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D. Coordination impacts

1. Evidence of tangible beneficial impacts

a. Better coordination across different stakeholders

At the core of the sector approach is improving coordination across the public sector, civil society and the private
sector, as well as between different ministries, departments and agencies and with development partners. A com-
mon advantage of better coordination has given the sector a single voice and contact point. For donors, and others
outside the sector, this has proven very useful. It has also enabled the sector to develop a more effective commu-
nication strategy.

Summarised selection of country evidence

Lesotho The establishment of the Office of Commissioner of Water has led to improvements in domestic
coordination across the sector, from rural to urban, from water supply to sanitation and from water
services to water resources management. Previously, self-contained and autonomous institutions
such as the Lesotho Highlands Development Authority and the Lowlands Water Supply Scheme
Unit were not in close contact with the rest of the sector, with the result that duplication of effort
was commonplace and some towns had a dual supply, while others had none. Although not all
problems have been solved, coordination is much improved and sector meetings are well attended.

South Africa The coordination fora prior to adoption of the sector approach were seen as top-down rather
than collaborative. The new mechanisms of coordination have ensured there is a strong link
between policy and implementation. Each province has set up a sector forum where repre-
sentatives from all water-related areas in the public sector, civil society and private sector are
able to contribute and promote integrated sector planning. The range of coordination fora has
succeeded in establishing both technical as well as political platforms.

Uganda The sector approach has led to better coordination across the ministries responsible for water,
health, education and agriculture, as well as between central and local government authori-
ties and between the public sector, civil society and the private sector. The main mechanisms
of coordination include the joint sector review, the water and sanitation sector working group
at national level and the district-based water and sanitation committees. These coordination
instruments help to ensure sound discussion of policy issues, allocation of scarce resources
and, most importantly, coordinated planning and implementation.

b. Greater involvement of civil society and private sector

With the drive for greater market orientation and more use of private sector service providers, long-term sustainabil-
ity of the water sector demands a strong role for civil society to ensure consumer interests are represented. There is
evidence that sector approaches lead to civil society becoming more involved, though their influence on the private
sector is less clear. It should be noted that the sector approach has in some cases reduced the funding to the NGO
sector and led to stagnation in service delivery and less attention to social mobilisation aspects.

Summarised selection of country evidence

Lesotho As a result of the sector approach, there is civil society representation in public bodies such
as the Metelong Authority for the first time, overseeing the development of bulk water facili-
ties for water supply. This representation is already yielding benefits as key policy choices are
debated and the views of consumers are taken into account.

Jordan The adoption of sector reforms and an open debate on sector performance, combined with do-
nor support, has led to stronger engagement and recognition of the role of the private sector
and civil society. The Jordan Valley Authority is in the process of transferring control over ter-
tiary water management to farmers’ groups. In the fertile highland areas, the Highland Water
Forum is engaging with private farmers to ensure more sustainable water use.
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Uganda The emergence of the sector approach, combined with fiscal decentralisation, saw a period in
which NGO funding was reduced and inadequate attention was paid to social mobilisation, sani-
tation, hygiene and gender issues, where the NGOs had been strong. Later, attempts were made
to fund via the government, but this was found to be contradictory, so funding was then chan-
nelled separately to NGOs.

Experience across all the countries studied indicates the difficulties of coordinating across institutional boundaries
and shows examples of incentives not to cooperate.

In Uganda, despite a well-conceived memorandum of understanding on institutional roles, coordination in sanita-
tion has not improved because transfer of resources is not perceived to have followed transfer of responsibilities.

In Jordan, it has been difficult to reconcile the different objectives of the Ministry of Agriculture and the Ministry of
Water and Irrigation. Many ministries not in a leading role in the sector resent coordination by an equal. For some is-
sues, a higher mandate has been needed.

Senegal is an example where coordination across institutional boundaries (rural and urban) has been possible through
an independent unit (PEPAM) that has a well-established and acknowledged fund-raising role.

South Africa is a good example of how involving the South Africa Association of Local Authorities in the sector ap-
proach and ensuring that they also benefited in terms of capacity building and support has established an alliance
that has ensured close cooperation with all municipalities. It is ironic that in some cases projects were more suc-
cessful and could be more flexible in obtaining cooperation across institutional boundaries if they provided support
to different institutions rather than just calling on their resources.

> Implication: Sector approaches need to invest more in communication and in understanding the influence of vest-
ed interests and incentives not to cooperate across institutional boundaries

Coordination is often easier at local levels, especially where officials representing different sectors report to the
same authority. Water and sanitation committees at local level achieve closer collaboration between water and
sanitation than they do at national level. The same is true between water and agriculture in Jordan, where farm-
ers’ associations are able to cooperate more seamlessly across sectors than is usual at national level. Lesotho
is another case where it has proved easier to integrate water and sanitation at local level than at national level.
In South Africa, coordination at local level has gone an important step further, as municipalities have started to
network among themselves.

> Implication: Sector approaches need to place greater attention on promoting coordination at decentralised levels.

Sector-wide approaches are government led, and in some cases have the tendency to become government centric.
It has not proved easy to involve the private sector and civil society, though this has sometimes been achieved.
A simple problem has been that the private sector and civil society are not homogenous or represented by single
organisations. In Uganda, the presence of an umbrella NGO within the water sector (known as Netwas) has been
helpful and the sector approach has actively supported this concept. Lesotho, being a small country, has also had
a tradition of one or two NGOs being representative of civil society, but in other countries, the situation is more
problematic. In Jordan, through the chamber of industries, the private sector has grouped private sector entities
interested in applying cleaner production to save water, for example, in the stone cutting industry. Sector ap-
proaches have not often led to greater clarity over the role of civil society in its service provision and watchdog/
advocacy role. In its service provision role, civil society may have a potential clash or at least overlap with the pri-
vate sector. In its watchdog/advocacy role, there is dependence on donors, often international NGOs. It is rare that
an organisation can survive purely on advocacy-related funding. As a result, organisations are driven to perform



both service provision and advocacy roles.

> Implication: Sector approaches need to find ways of fostering civil society and private sector involvement.

In all the countries studied, the sector approach has started in a limited subsector, usually water services, and often in the
rural sector, as in Uganda and Lesotho, but also in the urban sector, as in Senegal or Bolivia. Water resources manage-
ment has not been easy to incorporate, though it could be argued that water resources management concerns initiated
reforms in Jordan. Uganda has made progress in incorporating water resources management in the sector approach and
the adoption of integrated water resources management principles has made this a natural process. In South Africa, in-
troducing integrated water resources management and applying a sector approach to the water sector have been very
separate processes.

> Implication: Sector approaches should aim to incorporate water resources management, taking advantage of the
insights of integrated management.

Sector approaches should improve cooperation between donors and government. The more donors are aligned, the
easier it is to arrange harmonisation. In support of harmonisation, a range of coordination mechanisms was appar-
ent in the country studies. In some cases, donors divided roles among themselves, specialising in the areas on which
they focus. For example, in Uganda, Denmark engages in rural water supply and sanitation while Austria and Germany
focus on urban water supply and sanitation. A troika (three-party) system of lead donor was used in Uganda and
Burkina Faso but in other cases no lead donor role or division of labour was evident.

Donor coordination was evident in Uganda, Burkina Faso, South Africa and increasingly in Bolivia, but was less ev-
ident in Jordan and Lesotho, where donors overlap and pursue separate approaches. For example, in Lesotho, the
Millennium Challenge Account still uses project implementation units for rural water supplies and sanitation. Internal
donor coordination groups were not found to be as damaging as has sometimes been feared and in some cases have
proved very useful, as, for example, in Uganda, where donors held retreats to review sector performance data and
ensure harmonisation of support. In other cases, they seem ineffective, as in Lesotho, where the internal group has
not been able to reconcile different approaches. In some cases, internal donor coordination worked well for some
years but then became less effective. It seems the usefulness of internal donor coordination is very dependent on
champions within the donor community.

> Implication: Donors need to assist coordination through closer alignment or, where the government is weak,
through internal donor coordination
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E. Institutional impact

1. Evidence of tangible beneficial impacts

a. A clearer overview of institutional roles and responsibilities

One of the main benefits of rolling out a sector approach has been to trigger an objective assessment of roles and
responsibilities. This has often led to a clearer overview, which in turn has led to less overlap, better matching of man-
date to resources and an assessment of where the private sector and civil society can play a stronger role.

Summarised selection of country evidence

Senegal The sector approach led to institutional assessments that have provided clearer roles for different
actors within rural water supply and sanitation. Assessments have also led to the preparation of
reforms in urban water supply and sanitation, building on previous reforms.

Burkina Faso There have been improvements over the allocation of responsibilities e.g. in new organisation of
the DGRE, which has improved leadership and led to a better anchorage for leading programmes
such as Pagire.

Uganda Although far from fully implemented, the tripartite memorandum of understanding on sanitation
roles has led to some improvements and initiated a national sanitation forum where all stakehold-
ers across ministerial and other boundaries can meet to advance objectives. The delay in obtaining
national clarity of roles has been offset by improved coordination at district level.

South Africa The sector-wide approach has seen an intensive process of decentralisation from central govern-
ment to municipalities. This has required a process of institutional design that has clarified the roles
of different entities, including the private sector. Support also extended to backing up the new roles
with detailed strategies, guidelines, bylaws and transition plans as well as a regulatory framework.
The sector approach has helped to make the institutions operational by addressing issues of ca-
pacity and examining the incentive environment.

Bolivia The sector approach has strengthened the role of the lead agency and supported the creation of new
institutions to service different needs in terms of regulation, capacity development and execution.

b. Accelerated capacity development

Just as the sector approach demands better coordinated planning and finance, institutional reform requires devel-
opment of the capacity of different actors to carry out their roles and responsibilities. In the case studies, the sec-
tor approach was found to be surprisingly effective in supporting decentralisation and directing expertise at central
level to building capacity at local level.

Summarised selection of country evidence

South Africa The sector approach gave a lot of attention to capacity building for municipalities, including coun-
cillors with a special focus on enhancing good governance. Networking among municipalities and
cross-learning were encouraged. To ensure a balanced sector, capacity development was also di-
rected at the regulatory function and the provincial deconcentrated offices of the central ministry.

Uganda The sector approach was originally a reaction to and triggered by the government’s fiscal de-
centralisation strategy. The first priority was building district-based capacity. Some 10 years
later, this process is still ongoing, complicated because the number of districts more than dou-
bled. Technical support units have been set up to build capacity in districts and umbrella organ-
isations are supported to assist private operators, small towns and rural growth centres in the
management of water supplies.

Bolivia The sector approach has put a lot of emphasis on capacity development, creating a specific gov-
ernment agency (previously a foundation) tasked with capacity development.




In some countries, the sector performed poorly due to a legacy of incomplete reforms and abandoned mandates. In
Jordan, for example, changes in implementation and policy-setting mandates over the years have tended to lead to
a situation in which there is considerable overlap of roles in practice, though the latest reform strategies are clear
in theory. In Uganda, due to slow progress in the implementation of irrigation and livestock dam projects, there is
a tendency for the central ministry to re-centralise and resume duties it used to have, but which should have been
completely decentralised.

> Implication: Sector-wide approaches that often start in response to reforms need to pay more attention to con-
solidating reforms.

Capacity and institutional constraints in the public sector are often related to long-term weaknesses in the civil ser-
vice as a whole, especially at local government level. In Lesotho, this is aggravated by a severe brain drain to neigh-
bouring countries. Pay, incentives and access to a satisfactory working environment were among common problems
encountered. Project and basket fund arrangements that sought more efficient implementation by bypassing poorly
functioning national systems were evident in most countries, with the exception of South Africa, where there was in-
stead a culture of delegating core duties to consultants, which creates similar problems in the end. In Burkina Faso,
the impact of public sector capacity constraints was seen in programmes that switched from project implementa-
tion to government implementation, suffering a 40 % reduction in budget execution rates. In Bolivia, the new agen-
cies created lack human resources, as does the lead agency, whose responsibilities have been increased.

Although sector-wide approaches offer unique potential, they have not been effective at delineating between tem-
porary functions that could be outsourced to the private sector, permanent functions which could just as well be
done by the private sector (e.g. provision of a spare part chain) and core functions which ought to remain in the pub-
lic sector. In many cases, there is evidence of the public sector taking on too wide a spectrum of tasks, then lack-
ing the capacity to do them well. Only in Uganda does a rigorous functional analysis seem to have been part of the
sector approach in water.

> Implication: Sector approaches need to do more to match ambition levels to the capacity likely to be available in
the public sector and, where possible, they should make more use of private sector and civil society capacity.

Sector approaches, especially those that use the sector budget support modality, rightly encourage implementation
arrangements that build up and use, rather than bypass and undermine, national systems. However, in response to
capacity constraints, there is sometimes merit in setting up special project implementation units, particularly for
large projects that are unlikely to be repeated. This is especially the case for large urban water services projects and
water resource development projects. Such arrangements can be considered as aligned to the national approach for
dealing with special projects and do not necessarily undermine national systems if those systems are not set up to
deal with larger ‘one-off’ investments. Lesotho, for example, has for many years managed its international water
resources development through special project-based implementation arrangements. In Senegal, the anchor of the
sector-wide approach is a project implementation unit that is not fully within the civil service but which is serving a
useful (in theory, temporary) role in bringing the sector together. Fragile states can also often benefit from project
implementation units.

> Implication: The sector approach needs to encourage flexibility in programme implementation and be prepared to
justify cases in which implementation units are needed for effective implementation.

Sector approaches rightly aim to concentrate all or most funds, including donor funds, to service a single coher-
ent strategy. This can unintentionally lead to stifling of innovation. One of the most important contributions donors
make is to provide flexible funding for capacity building and longer-term sector development. Funding of pilots and
experiments, which, by definition, are often not policy compliant, is one area where external finance has proved very
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useful. In Uganda, the joint partnership fund that provides finance for studies, pilots and capacity building is one of
the most highly valued donor contributions. In South Africa, the main constraint facing the sector was not shortage
of funds, but shortage of skills. Donor funding for coordination mechanisms and sector development activities such
as studies and development of guidelines came at a time when the need for this type of intervention was not ac-
knowledged and the tradition of allocating funds for such purposes not well established. Subsequently, the value of
such investment has been recognised and has led to the government providing resources for such activities in the
next purely government-financed phase of the sector approach.

Sector budget support modalities rely on national systems that are often not fully capable or mature. These modal-
ities can benefit enormously from capacity-building funds that are project or basket fund based and allow piloting
of new approaches.

> Implication: Sector approaches need to encourage piloting and funding of innovations to offset the tendency for
over-conformity.



11l. SYNTHESIS OF THE IMPACTS OF THE SECTOR APPROACH ACROSS THE CASE STUDIES @7

F. Monitoring and accountability impacts

1. Evidence of tangible beneficial impacts

a. A better information environment

The sector approach tends to generate a demand for information. This is sought not just by a central ministry responsi-
ble for the sector, but also by its partners in other ministries, by local government, by the donor community and by civil
society and the private sector. Sector reporting and the presentation and discussion of sector performance issues at joint
sector reviews, for example, have fuelled demand for consistent reporting that can withstand external scrutiny. Sector
approaches that have led to use of sector budget support modalities in particular have fuelled demand for improved
reporting, financial planning and monitoring tools. This is particularly evident in Burkina Faso, Lesotho and Senegal.

Discrepancies in national and local data records have led to the use of global positioning systems to pinpoint rural
water installations and improve the level of information. One useful side effect is that information on the function-
ality of rural installations has helped to direct local efforts to support operation and maintenance.

Summarised selection of country evidence

Burkina Faso, Both have adopted global position systems to accurately pinpoint water installations. In Burkina
Senegal Faso, the tools used for local data collection also led to the development of a local network of
agents to keep the information updated.

Burkina Faso, The sector approach has helped to ensure that the cost of monitoring and evaluation is built into
Uganda sector budgets, at first from basket funds and later, in Burkina Faso, through government budgets.
South Africa A robust monitoring and evaluation framework with uniform and regular reporting from sector

stakeholders, including municipalities, has improved sector transparency. Better information has
led to greater confidence in the sector, especially from local government. It has also improved
governance and accountability.

Uganda The performance measurement system based on 11 golden indicators has enabled sector actors
to openly compare and discuss sector performance year by year, across subsectors and districts.

Bolivia The sector approach has led to the adoption of a performance assessment framework, which
should drive improvements in monitoring too.

b. Better governance and accountability of all parties

With its focus on performance measurement and the collaborative roles of different stakeholders, the sector ap-
proach demands mutual accountability in which stakeholders can hold each other to account. Performance can be
compared from a sector perspective across different parts of the country and across different actors. In all countries,
the process of sector review and the production of sector budgets has encouraged greater external scrutiny. Where
sector approaches have led to sector budget support modalities (Burkina Faso, Lesotho, South Africa and Uganda),
greater internal scrutiny has led to pressure to reform public financial management from within.

Summarised selection of country evidence

South Africa The greater clarity of roles and clear by-laws and procedures have improved accountability in municipal-
ities, but also put the regulatory and support function of the central supportive ministry under scrutiny.

Uganda More attention is now given to value-for-money audits and comparing the cost of delivery be-
tween districts and implementing agencies e.g. government and NGOs (not done before the
sector approach). A good governance subsector working group has been set up, where issues
are identified and strategies for addressing them are implemented and monitored.

Bolivia The recently approved performance assessment framework includes objectives for the devel-
opment partners.
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In most of the countries surveyed, there was still considerable uncertainty in the sector data, especially as regards
discrepancies between household data collected by national statistics offices and technical data collected by sector
ministries and local authorities. In Uganda and Lesotho, much of the discrepancy can be attributed to the use of dif-
ferent definitions of coverage, but it has proven stubbornly difficult to streamline the adoption of common definitions.
In Senegal and Bolivia, the problem is ignored and inconsistent data are produced. In Burkina Faso, there is a system-
atic attempt to strengthen the link between the data collected by sector ministries and national statistical offices.

> Implication: The sector approach needs to focus on the link between sector and national systems of statistics
and data collection.

Improved information has led to better coordination, better targeting of scarce resources, the ability to adjust sec-
tor strategies if they are not working and the potential to lead to better governance. Better governance can be ex-
pected to develop as budgets and expenditures become more transparent and unit costs, value for money and sec-
tor allocations are scrutinised and the relevant entities held to account. However, it is difficult for the public entities
involved to improve purely from within, as the incentives to improve are often mixed — usually associated with fac-
tors connected with political economy.

Civil society is often weak or compromised by relying on public finance and does not fully play the watchdog role
that it could. Sector approaches have tended not to address such issues. The sector approach needs the more ac-
tive engagement of independent regulatory authorities (which only exist in a few countries and are not yet active
in any of the countries studied) and/or the more active involvement of other bodies, such as the government audit,
to yield the full potential of improved governance. The insights of political economy have not systematically been
made use of in sector approaches.

> Implication: Sector approaches should make more use of political economy analysis to understand constraints for
improving accountability and governance.



IV. ANALYSIS OF CHALLENGES AND OPPORTUNITIES IN PURSUING SECTOR APPROACHES IN THE WATER SECTOR

IV. Analysis of challenges and
opportunities in pursuing sector
approaches in the water sector

It is easier to work on a narrow, well-defined scope of activities typical of a project than to work simultaneously on
a broad front that covers the whole sector. But without attention to the broad front, isolated, narrow project efforts
will often fail. Observation of past decades of investment in the water sector supports this view. There are few that
argue against the merits of a sector approach. The benefit of coordinating activities that need to be coordinated to
achieve sector goals and link policy, budget and results closely are not in dispute. In practice, however, there are
many challenges to adopting a sector approach. While the challenges often seem insurmountable, the case studies
also reveal a number of promising opportunities.

A. Challenges

The 10 most highly-prioritised challenges of implementing the sector approach as found across the seven case
studies can be summarised as follows:

Policy framework

1

Implementation
Water services Sanitation Water resources framework —
programmes

—m™™!

Monitoringframework

These challenges vary in the degree to which they can be addressed within the sector or require forces beyond the
sector to resolve them. In most cases, the sector itself can significantly improve the situation but it is still depend-
ent on others for full resolution.

1. Itis not easy to decide on how wide to define the sector

In most of the countries studied, the sector was defined around a core ministry, usually the one responsible for wa-
ter service delivery. A broader view of the sector was attempted in a number of countries, but where this involved
other ministries, the results were often disappointing (e.g. for sanitation, involving the Ministry of Health in Uganda
and South Africa, or the Ministry of Agriculture for irrigation in Uganda). Water resources are not a core part of the
sector approach except in the case of Jordan, where extreme water scarcity makes this unavoidable. Starting too
broad makes the implementation of a sector approach too difficult. Starting too narrow makes the implementation
suboptimal.

Possible options and responses: Establish broad policy and monitoring frameworks to support dedicated
implementation programmes. It would appear wise to start the sector approach over the whole sector as re-
gards policy and monitoring but to be prepared for a more narrow definition of the sector, linked to existing
institutional entities, when it comes to implementation frameworks (see Figure 7). In this way, there might
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be separate water services and water resource programmes, as in the case of Senegal and Burkina Faso, but
they would be operating under a unifying and truly sector-wide policy and coordination framework. An alter-
native is to start in just one subsector that is easily manageable and open to the sector approach and then
to expand from there. This was the approach adopted in Bolivia, where water supply and sanitation in peri-
urban areas were the starting point that later allowed expansion of the SWAp into rural areas.

The main constraints on sector performance, such as raising tariffs, as in Senegal, and allocating water to the agri-
cultural sector, as in the case of Jordan, are decisions that are often made beyond the sector itself. Frequently, the
main policy directions are decided at a political level that is beyond direct sector influence. This was the case for free
water in South Africa. To be successful, the sector approach is faced with the additional complexity of having to en-
gage with strong political forces over which it has little influence.

Possible options and responses: Develop advocacy strategies and alliances with partners that are influential
beyond the sector. For a sector such as water, the sector approach clearly needs to engage very closely with
central ministerial functions such as finance and planning, as well as with the political level both nationally
and locally. A political economy analysis has in some cases proved useful in identifying the most influential
players and this can in turn lead to a strategy for engaging with these players. It can also lead to adopting a
more realistic level of ambition, for example, on tariff increases and the level of services that can be provid-
ed. More generally, the sector approach needs to identify key policy areas and stakeholders that need to be
influenced more explicitly and it needs to develop an explicit advocacy/lobbying strategy.

In other cases, donors, in partnership with the sector, have helped by recognising that most sector problems
are beyond the sector itself. They have consequently directed their financial support, political dialogue and
conditionalities to a higher level. For instance, the literature review gives the example of the World Bank pro-
viding a development policy loan for the environment sector in Mexico, in support of an environment and nat-
ural resources programme that aimed to change tariff policies at municipality level. Donors in the water sec-
tor have tended to keep their dialogue within the sector and not attempted to have an influence beyond it.

While the sector approach assumes close cooperation across institutional boundaries within the sector, there are
few incentives to cooperate. Indeed, in some cases, there are incentives not to cooperate. Institutions compete for
resources and for mandate and are not held to account for achieving common sector-wide goals, only their own nar-
row objectives. The more fragmented the institutional set-up and the longer the period over which there have been
disputes over mandate and resources, the more problematic this becomes. An example of this is the mandate for
water for production in Uganda, which has been in dispute for 20 years. Ministries are not used to being coordinated
by other ministries (i.e. their equals in government).

Possible options and responses: Recognise real coordination constraints and conflicts of interest and be pre-
pared to share resources. The sector approach needs to move beyond naive statements calling for cooperation
and, instead, help by recognising the constraints to collaboration and, where possible, bringing the issue into
the open. In Jordan, recognition of this problem led to the setting up of a royal commission to develop a sec-
tor-wide policy based on a multi-institutional consensus. Similarly, in South Africa, the difficulty of engaging
local government was recognised and as a result, the sector approach funded a water unit within the South
African Local Government Association. Uganda has had partial success in drawing up memoranda of under-
standing with different ministries within the areas of sanitation and water for production. Success was par-
tial, because it did not fully address the matching of resources with responsibilities. Being prepared to share
resources seems to be a key to improving cooperation.

While the 1990s and early 2000s saw a focus on the MDGs and the eradication of poverty, there is now a strong
shift towards supporting private sector-led growth, rather than basic services. In some countries, this has already led
to stagnating investment budgets for the water sector, as in Uganda, and it also threatens to do so in South Africa.



Possible options and responses: Encourage market mechanisms through effective regulation. This shift pre-
sents challenges to the public sector focus common in water sectors and places additional emphasis on the
need for the sector approach to engage with the private sector and civil society. By bringing together the var-
ious parties necessary, the sector approach can encourage market mechanisms and self-supply through en-
suring effective regulation. It can, for instance, put emphasis on enforcing by-laws that each dwelling should
have sanitation facilities, or by setting tariffs that encourage the private sector to become involved in water
service delivery. To some extent, the shift in political focus supports the long-term sector approach aims of
ensuring a sustainable institutional set-up for the sector, rather than rushing for short-term coverage tar-
gets and finding that facilities built cannot be maintained. Other options that are becoming increasingly rel-
evant are promoting sanitation as a business and exploiting opportunities for developing the green economy
through the sector approach, such as production and marketing of water-saving devices.

An understandable focus on improving coverage rates and meeting MDGs has tended to overshadow the longer-term
and even more difficult task of creating an environment for sustainable service delivery. The sector approach that
aims to create this environment is sometimes perceived as a distraction from achieving targets rapidly. This tension
exists in most countries and often plays out in the adoption of unrealistically low tariffs and lack of attention to op-
eration and maintenance, as is the case in all the case studies.

Possible options and responses: Be sensitive to political demands and ensure regular communication and
understanding of the benefits of sustainable delivery. The sector approach will often need to balance the re-
quirement to show that it is effective in delivering physical results and effective in improving underlying in-
stitutional problems. The literature review revealed some cases, as in Kenya, where the sector approach lost
confidence and credibility at political level when it did not deliver impressive results quickly enough on the
ground. This often happens with a change of government and leadership. It implies that the sector approach
requires closer contact with the political level, e.g. frequent briefings of the parliamentary committees re-
sponsible for environment, water resources and water services, as has studiously been the practice in both
Lesotho and Uganda. The environmental lobby often proves to be effective as an ally in pursuing a longer-
term and more sustainable approach. There are also tools such economic and financial studies and the three
‘Ts’ (tariff, taxes, transfers) approach.

The tendency not to consolidate reforms fully (e.g. decentralisation in Lesotho or service delivery and implementa-
tion in Jordan) and ensure compliance with new responsibilities and roles complicates the institutional environment
and makes a sector approach very difficult to adopt.

Possible options and responses: Focus on consolidating reforms before starting new ones. The sector ap-
proach can help by devoting resources and attention to consolidating earlier reforms, rather than starting
too many new reforms too soon, especially where these depend on previous reforms working. The sector ap-
proach can also help because it gives an opportunity to introduce partnership principles for collaboration and
as a follow-up, can launch an exercise to compare the current practice of different sector actors regarding
sector policies and partnership principles, as well as to suggest adjustments where reforms and policies are
not being adhered to.

The sector approach envisages putting reliance on national systems and strengthening them from within. But na-
tional systems are often very weak. This leads to a fall rather than a rise in productivity, as in Burkina Faso (where
expenditure through national systems fell to 60 % of project levels). This is further complicated by a common pref-
erence for project structures, especially where they can bridge inadequate civil service conditions of pay and work-
ing conditions. Where capacity is low and the environment and incentives to improve productivity are not in place,
the sector approach is very difficult to implement.

Possible options and responses: Aim to use national systems and support improvements from within, but
take a pragmatic and phased approach. A key advantage of a sector approach as opposed to discrete pro-
jects is that by encouraging the use of national systems, it increases the demand for improvements. It is
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crucial to give some benefit of the doubt, while finding pragmatic solutions and being prepared to minimise
what needs to be achieved through government systems. Instead, outsourcing to the private sector or pro-
ject structures can be considered where these offer clear advantages. An overly dogmatic approach can be
destructive. A sector approach can include discrete projects, but always coordinated and integrated within
a sector policy, even if these discrete projects do not use national systems and thus (for pragmatic reasons)
sacrifice the potential to improve from within.

The initial stages of a sector approach are especially demanding on the resources and energy to coordinate and bring
parties together. In Lesotho, the sector approach has been described as requiring far more resources than engaging
with isolated projects. Many countries such as Burkina Faso, Uganda and South Africa have seen periods where cham-
pions change and the energy of the sector approach diminishes and in some cases progress stalls or even recedes.

Possible options and responses: Spread the burden and ownership of sector approach among a number of
actors. The sector approach needs to ensure there is a network of champions both among national actors and
donors and across the public and private sectors, as well as civil society. The incentive environment for the
emergence of champions needs to be considered. It is important that the sector does not become too wide,
so the network should be constrained by the scope chosen for the sector approach.

It is rare to find a sector approach that is perceived as being government led. In most cases, the initiative has come
from donors keen to find ways of withdrawing from unpopular project modalities. A notable exception is Uganda,
where the Ministry of Finance initiated the sector approach. In other countries, such as South Africa and Burkina
Faso, although donors initiated the sector approach, it has subsequently been taken over and is now led by national
authorities. The authorities in the countries concerned have often tended to see the sector approach as something
to be adopted so as to attract greater external resources. These mixed motives complicate and weaken its imple-
mentation and give rise to unrealistic expectations.

Possible options and responses: Donors should be wary of starting a sector approach without the strong
engagement of national actors. Training and awareness-building in how to introduce and understand sector
approaches are useful. Some countries have conducted study tours of other countries that are further down
the line to learn from and be inspired by such examples.

The sector approach is a long-term venture where large investments are made in setting up systems with the hope
that productivity increases will eventually more than make up for the initial efforts. In this context, donor support
needs to be consistent and predicable, which, all too often, it is not.

Possible options and responses: Donors should be wary of taking a strong role in promoting sector approach-
es if they are not able to commit support over an extended period. Donors should try to ensure that they are
not alone in supporting a sector approach. And in cases where donors unexpectedly have to withdraw, then it
is wise to work out a withdrawal strategy and seek assurances that others will continue the support.



Linked to these challenges, the case studies have revealed a number of generic factors, opportunities, or respons-
es that can be taken as part of the sector approach to improve performance. There are opportunities for the sec-
tor approach to:

A surprising finding in the case studies was that in many cases, coordination at the heart of the sector approach
worked very well at local level and promoted decentralisation. Coordination within the sector is easier and more im-
mediate at local level and could spread to networking between municipalities, as was the case in South Africa, where
an alliance was established with those responsible for decentralisation.

A sector approach can help to raise awareness and shift sector objectives from a focus on targets towards a focus
on developing financially and environmentally sustainable services. A sector approach can also help to implement
these longer-term objectives by offering tools for intersector collaboration and by linking the supply and demand
sides of the sector. This has been done to some extent in Uganda and Burkina Faso, with the focus on greater ac-
countability towards users and water sector clients.

One example is Jordan, where the challenges (in this case, water scarcity) become extreme and there is a new im-
petus to look for radical reforms and bold new policies. The African Development Bank saw a similar case in their
work in supporting the sector in Liberia and Sierra Leone. These countries had had periods of extremely low sector
performance and were more ready to adopt sector approaches than countries that have not experienced near col-
lapse. Although countries considering a sector approach should not wait for a disaster, they should be ready to take
advantage of awareness of the need for longer-term measures.

In countries that are undergoing administration reforms, particularly where this involves the introduction of pro-
grammatic budgeting, MTEFs or similar tools, the sector approach can complement, make rapid use of and help to
consolidate the tools and reforms. This was the case in Uganda, where the water sector has developed transparent
sector budgets under the sector approach.

Burkina Faso, Lesotho and Senegal are good examples of where the sector approach has both demanded and helped
to develop planning and finance tools (such as the strategic financial planning methodology developed by OECD) to
enable coherence between national and local levels. These tools have helped to bring transparency to sector financ-
es and to draw attention to the relevance of user payment (tariffs) and the role of self-supply.

The focus on private sector-led growth brings challenges to sectors that have grown dependent on large government
subsidies. However, these new policy directions can both support and be supported by the sector approach. The sec-
tor approach provides mechanisms and entrance points for civil society to take up a strong consumer demand-led
approach and to provide the conditions under which the private sector can respond by improving supply of services.
In some cases, as in Lesotho, this can be enhanced by bringing in an independent regulator. An independent regula-
tor function (as is also being developed in Uganda) can help to create transparency and fairness and to reward pri-
vate sector operators focused on high performance.
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7. Use information as an agent of cooperation and change

By encouraging collaboration within the sector and across institutional boundaries, the sector approach creates de-
mands for information from different stakeholders. As shown in the case of Senegal and other countries, this can
help to foster cooperation. Information is also a key to increasing transparency and accountability.

8. Support a focus on environment and climate change:

Growing national, regional and international attention on shared water resources, environment and climate change
will tend to demand and make use of the coordination mechanisms and broad coalitions of a sector approach.

9. Offer new prospects for international cooperation and partnerships

The sector approach promotes country ownership, harmonisation and alignment of sector initiatives in a context
of improving governance and a transparent framework of performance measurement. These factors will also tend
to attract international support and cooperation in the longer term and when visible and convincing. The sector ap-
proach can also open up promising new pathways for sector collaboration, such as links with water associations such
as pS-Eau, as seen in the case of Senegal.



V. SUMMARY OF RECOMMENDATIONS AND LESSONS LEARNED

V. Summary of recommendations
and lessons learned

The overall outcome of the analysis (2) is a clustering of some 15 specific recommendations across the fol-
lowing areas, set out in Table 3.

e Managing the objectives of the sector approach
o Defining the scope of the sector approach

o Consolidating the sustainability of the sector

® Introducing and maintaining the sector approach
e Managing externalities that affect the sector

® Role of donors in supporting the sector approach

Table 3: Specific recommendations for the sector approach in the water sector

Main areas

Objectives 1. Balance the short- and long-term objectives of the sector approach

2. Use sector-wide approaches to foster market-led approaches to the water sector

3. Use SWAp to improve the sector’s potential to contribute to growth
Scope of the 4. Establish broad policy and monitoring frameworks to support dedicated implementation
sector programmes

5. Bring sanitation, water for production and water resources management into a sector ap-
proach

Consolidating 6. Focus on improving financial sustainability

sustainability 7. Encourage sector approaches and decentralisation processes to reinforce each other in
the water sector

8. Invest in information as a powerful agent of change in the sector

Process 9. Ensure multiple champions for the sector approach
approach 10. Combine a sector approach with consolidation and roll-out of reforms
Externalities 11. Deepen the understanding of political economy in the sector

12. Use and improve national systems from within, but take a pragmatic and phased approach

Role of donors | 13. Donors should be ready to play different roles during the lifetime of a sector approach and
ensure that high-quality dialogue is pitched at the right levels

14. Donor support to sector approaches should be long term and patient enough to allow
strong engagement of national actors

15. Donors should be prepared to offer flexible modalities of support

(2) A number of lessons learnt across the five dimensions of policy, finance, coordination, institutions and monitoring and evaluation and accountability were derived
from the literature review and prior research and these are documented in Chapter |. These lessons were complemented by findings and lessons learnt in each of seven
case studies and documented in Chapter Il and Volume 2 of this report. An analysis and synthesis of the findings of the case studies across the five dimensions of the
sector approach was made and yielded a number of implications for how the sector approach has been applied in the water sector. These findings and implications are
documented in Chapter Ill. Finally, a list of the 10 most influential challenges facing the sector approach and the potential response and options for addressing the chal-
lenges as well as the 10 most promising opportunities of the sector approach in the water sector were prioritised. These responses to challenges in implementing the
sector approach and opportunities are documented in Chapter V.



Of the longer list of specific recommendations, the following five are highlighted for national authorities implement-
ing a sector approach in the water sector:

Balance the short- and long-term objectives of the sector approach.

Establish broad policy and monitoring frameworks to support dedicated implementation programmes.
Focus on improving financial sustainability.

Encourage sector approaches and decentralisation processes to reinforce each other in the water sector.
Invest in information as a powerful agent of change in the sector.

The following recommendation is highlighted for donors supporting the implementation of the sector approach in
the water sector:

Donors should be ready to play different roles during the lifetime of a sector approach and ensure that high-
quality dialogue is pitched at the right levels.

The rationale and ‘how to’ notes are given below for all the specific recommendations:

Rationale: A sector approach funda-
mentally aims to create a longer-term
enabling environment that will sustain
efficient and effective service delivery

How to: The sector approach can contribute to achieving a balanced
approach to sector objectives of coverage goals and sustainability by:

and management of water resources. investing in studies that deepen understanding of the challenges
By bringing the efforts of all relevant facing the sector, particularly the real costs of inadequate opera-
stakeholders together, it aims to ad- tion and maintenance, as well as financial studies on tariffs and
dress all the actions needed to ensure value for money;

lasting success in a sequence. For the fostering the build-up of a consensus in the sector at political and
water sector, this is complicated and technical levels and ensuring that coverage targets are realistic;
implies actions to ensure long-term bringing together the private sector, civil society and elements
management of wgter re.sourCes man- of the public sector outside the lead ministry that need to work
agement and reorientating the sector together to ensure that difficult reforms are implemented;

to deliver services that match consum-

- ensuring that investments in infrastructure are accompanied by
er expectations.

additional recurrent costs in the budget for future years.

The main aim of the sector approach is

to point the sector along a path of sus-

tainable service delivery and water resources management and for coverage goals to be achieved and maintained.
While these two goals are complementary, obtaining the right sequence of interventions can lead to tensions. This is
because coverage goals can sometimes be achieved fairly quickly, at the expense of developing a sustainable sec-
tor, and giving too much attention to developing sustainable approaches without delivering tangible improvements
undermines the credibility of the sector approach.

The pressure of obtaining MDGs has had the effect of favouring the single-minded pursuit of better coverage for
water and sanitation, even at the expense of attention to the sustainability of the service in the longer term. A bal-
anced approach is needed, founded on a solid understanding of the challenges facing the sector and a realistic con-
sensus on the short- and long-term objectives to be achieved.



Rationale: The water sector will tend to
thrive as a low- risk, low-return type of
business that demands a stable policy
environment. Sector approaches have
the potential to foster stable market-led
approaches because, by bringing togeth-
er all relevant actors, they can identi-
fy areas of market failure. Sector ap-
proaches recognise and try to integrate:

the facilitating and regulating role
of the public sector;

demand from consumers and civil
society; and

supply from the private sector.

Rationale: There is increasing recogni-
tion that the water sector needs to ori-
entate its focus towards contributing to
growth. Single-minded focus on MDGs
and adopting a pro-poor approach has
tended to overshadow the sector’s con-
tribution to growth. The collaboration
between sector partners needs to be
extended, to link water sector targets
to growth and development targets.

How to: The sector approach can contribute to market-led approach-
es in the water sector by:

improving the enabling conditions through interaction between
the public and private sectors (e.g. improving regulations and
standards, ensuring consistency in public policy and subsidies
where needed and setting tariffs that enable water services to
be profitable);

recognising the role of the private sector and encouraging its
involvement in service delivery (e.g. providing a forum for coor-
dination and interaction/exchange of viewpoints);

recognising the role of consumers and supporting policies that put
greater power and responsibility in consumer hands (e.g. increas-
ing consumer representation on water authorities and providing
better information to consumers).

How to: Sector approaches have the potential to harness the sector’s
potential for increasing growth through productive uses of water in:

agriculture — through better uses of water in irrigation, aquacul-
ture, freshwater fisheries and for livestock;

renewable energy — through hydropower;
navigation — promoting use of waterways for transport;

tourism — through better management of the water and sani-
tation environment and through provision of leisure facilities in
lakes and rivers;

industry — ensuring a reliable source of water for industrial ex-
pansion;

commerce and business — ensuring that urban centres have a
reliable water supply.
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Rationale: The water sector is broad and
linked to other sectors such as health,
agriculture, energy and environment.
It is not always practical to attempt to

How to: The sector approach can contribute to establishing broad
frameworks and dedicated implementation programmes in the wa-
ter sector by:

bring all parts of it together into a sin-
gle mammoth sector where everything
needs to be implemented together. A
programmatic approach is often more
pragmatic. This involves broad policy
and monitoring, but implementation
frameworks that are suited to the par-
ticular institutional context and which
may be much narrower.

Rationale: In most countries, there is
a tendency for areas of the water sec-

developing a sector-wide approach for policy and monitoring and
a programmatic approach for implementation;

setting up broad monitoring and sector reporting that integrates
the sector, but is still based on data provided by the different sec-
tor institutions (e.g. by using the IWRM approach of integrating
information from different sectors);

encouraging narrower, dedicated implementation programmes

that are arranged around current (or improved) institution struc-
tures and responsibilities.

How to: The sector approach can contribute to bringing sanitation,
water for production, water resources management into a sector
approach by:

tor that are linked to other sectors such
as sanitation (health) and water for
production/irrigation (agriculture) and

even water resources management to
be marginalised in comparison to de-
livery of water services. Too often, the
choice seems to lie between the water
sector taking full control of areas that
are shared by different sectors or ig-
noring them if full control is not pos-

ensuring integration at the policy and monitoring levels, even if
implementation is managed through more dedicated implemen-
tation programmes (thus reducing complexity in coordination);

accepting that for some countries it might be better to make sanita-
tion part of a health SWAp, irrigation part of an agriculture SWAp
and water resources management part of an environment SWAp,
then ensuring good links between the water SWAp and the others.

sible. Unnecessary tension and conflict

may occur if coordination mechanisms

are too broad or when linking these mechanisms too closely to resource allocation. This argues for a more balanced
approach to ensure that these areas are brought into sector coordination arrangements, at least where it is prag-
matic to do so. It is important to define the sector scope, bearing in mind realistic ambitions for the complexity of
coordination arrangements.



Rationale: Financial sustainability of
the sector is one of its weakest points.
Very few water sectors are financial-
ly viable. The result is that investment
is wasted, as facilities cannot be ad-
equately operated and maintained. A
sector approach has the potential to
develop a consensus on how to attain
financial sustainability by bringing to-
gether the political as well as technical
levels, the public sector as well as con-
sumers, and the served as well as the
underserved. This implies setting long-
term ambitions that see service deliv-
ery moving only as fast as the ability
to pay. But it can also mean the intro-

How to: The sector approach can contribute to financial sustaina-
bility by:

encouraging the use of strategic financing planning and the role
of the three ‘T’s (tariff, taxes, transfers) to align subsidies more
closely to the sustainable level of service;

contributing a better understanding of the political economy un-
derlying the sector and the factors that constrain the adoption
of a financially sustainable tariff;

encouraging effective public finance management in the sector
by collaboration with financial sector partners. SWAp can have
a positive influence on improving financial management and ef-
fectiveness, as seen in the South Africa and Uganda case studies.

duction of greater efficiency, fairer tariffs and better technology.

Rationale: The mutual reinforcement
of sector approaches and decentralisa-
tion was a feature of a number of the
case studies. Decentralisation and local
engagement is key to IWRM and effec-
tive service delivery. It is important that
sector approaches find ways of ensur-
ing that their benefits are sustained by
actions (mostly local) that have most
to gain or lose from success or failure.
But it should be recognised that decen-
tralisation is a political decision. So in
countries where general policies do not

How to: The sector approach can contribute to decentralisation by:

supporting fiscal decentralisation approaches through use of
strategic financial planning and district-based planning;

bringing together national and local planning processes (e.g. en-
couraging mini provincial SWAps where relevant);

actively involving the associations of local authorities in implement-
ing the sector approach for water, as was done in South Africa;

promoting capacity building at subnational levels.

encourage decentralisation, it is not for the water sector to promote it.

Rationale: When a water sector is dys-
functional, this can often be traced to poor
information, which makes the coordina-
tion at the heart of the sector approach
very difficult to achieve. Information is
vital to reinforcing the ‘policy-finance-
results’ chain. Information is also the key
to improving accountability and ensuring
that consumers and other stakeholders
hold the sector to account.

How to: The sector approach can contribute to making informa-
tion an agent of change by:

stimulating the demand for information through holding annual
reviews;

introducing a simple and transparent performance management
framework (e.g. as in Uganda);

harmonising definitions of sector performance and access (e.g.

minimum service levels) across different institutions to enable
an overview of the sector;

bringing information providers and information users closer to-
gether, so that needs can be better understood and addressed.
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Rationale: Sector approaches depend
on champions and become vulnerable
when those champions leave the sec-
tor. The sector approach needs long-
term, consistent efforts to yield results.
When the difficult task of initiating a
sector approach is over, there will still
be challenges and threats that demand
an energetic and dedicated approach.
Frequent changes in political leadership
mean that continuity at technical level
is needed. The role of the ministry of
finance and planning and the political
levels are crucial for obtaining the right
level of support for a SWAp.

Rationale: Many sector approaches
have evolved from the need to imple-
ment broad sector reforms. Sector ap-
proaches can be instrumental in mak-
ing reforms work, as they bring together
all the actors needed. Experience has
shown it is important to focus on con-
solidating reforms to avoid incomplete
institutional arrangements.

Rationale: Political economy is often at
the heart of why the water sector un-
derperforms. Because of political econ-
omy-related factors, tariffs are kept arti-
ficially low, protection of water resources
is given low priority and policies are in-
consistently applied. By introducing the
perspectives of different stakeholders
and considering the sector’s political and
technical nature, a sector approach can
help deepen understanding of the rel-
evant political economy. It can also as-

How to: The sector approach can contribute towards stability by:

ensuring a network of champions rather than the leadership of
a single champion;

seeking alliances beyond the sector, in the ministry of finance
and planning and among political levels (e.g. with parliamentary
committees for natural resources);

going beyond naive calls for coordination and addressing incen-
tives or disincentives for cooperation, i.e. a deeper understanding
of political economy;

ensuring the benefits of the sector approach are understood
and visible.

How to: Sector approaches can contribute to rolling out and con-
solidating reforms by:

building consensus on reforms across all parties and testing their
feasibility;

linking performance-monitoring systems to implementation of
reforms;

improving the information and communication environment for
reforms.

How to: The sector approach can contribute to understanding of the
sector’s political economy by:

revealing how power and resources are distributed and contested;
providing insights into underlying interests, incentives, rules and
institutions;

supporting more effective and politically feasible development
strategies.

sist in developing more realistic expectations of what can be achieved and of the risks, barriers and opportunities.



Rationale: The performance of the
water sector is heavily influenced by
how well public financial management
works in the government as a whole.
Inadequate management can constrain
sector accountability and the capaci-
ty to implement. Although the sector
is dependent on public financial man-
agement, it has relatively little influ-
ence on improving overall systems of
government. Donors also have little in-
fluence, unless they are providing gen-
eral budget support. Although there is
usually much that can be achieved by
improving the way national systems
are applied within the sector, there are
limits to this approach without concur-

rent improvements at central level. Donors need to accept that public administration systems may not yet be ready
to process sector budget support ‘purely’ and will keep funds traceable and often earmarked — examples are found

in South Africa, Bolivia, Burkina Faso.

Rationale: Donors can support and add
value to a sector approach in many dif-
ferent ways. These are likely to change
over the course of implementation. At
the start, there is often a role for donors
to support those in the sector that see
the need for greater coordination and
long-term reforms. There will be times
when energy and vibrancy sink to a low
level. Then donor support can be crucial
to ensure consolidation and continuity.
The level at which donors interact will
also fluctuate and it is important that
dialogue is directed appropriately. For

issues that are beyond the sector, but which affect its performance, it may be necessary for donors to engage with

How to: The sector approach can contribute to improving the use
of national systems by:

piloting the introduction of new systems such as financial man-
agement and new procurement management systems within
the sector;

lowering ambition levels to match the ability to implement and
gradually phasing in new investment programmes so as to avoid
overstretching resources;

placing emphasis on improving sector capacity within core areas
such as financial management and administration;

adopting a range of modalities so that sector budget support can
be tested without implying that all support needs to work optimally.

How to: Donors can contribute to the sector approach by:

ensuring that representations (or donors to the sector as whole,
through a division of [abour) are well equipped to undertake both
political and technical dialogue in the sector;

building trust and confidence between donors and government;
being ready to offer more intensive support when the process
demands it and stepping back when this is no longer the case;

bringing international best practice to improve effectiveness and
efficiency of recipient government systems and processes.

the ministry of finance or planning or other central bodies.
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Rationale: Sector approaches are a
continuous process rather than a one-
off event. They need to be maintained
and usually take a long time to become
sufficiently consolidated and to gain
enough credibility to be self-correcting
and sustaining. Donor support needs
to be long term and patient enough to
enable all national actors to become
strongly engaged, rather than relying

How to: Donors can contribute to the sector approach by:
being supportive rather than leading;

being willing to offer support even when there are temporary
reversals in enthusiasm;

providing long-term and consistent support over many years and
becoming knowledgeable about the sector.

on a few champions who might change jobs or leave the sector.

Rationale: Sector approaches are am-
bitious and complex. They place de-
mands on the capacity of the country
to manage. Where systems are weak,
there can be dilemmas about how best
to support them. Support through na-
tional systems will tend to strengthen
these systems, but if the systems are
weak such support might also overload
them, bringing both the systems and
the approach into disrepute. Although

a sector approach would ultimately aim for sector budget support modalities, there can be advantages in adopting

How to: Donors can contribute to the sector approach by:

making a thorough, systematic assessment of the readiness for
different modalities rather than being dogmatic or rushing to
adopt a preferred modality;

being ready to adopt different modalities for different situations
(e.g. capacity building might be provided in kind, even if funding
is provided as sector budget supportO.

a mixed range of modalities, depending on the situation and the degree of readiness.
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