An introduction to the concepts of service delivery:	Module two
The role of the service authority 		November 2012


2.1 Introduction to the key functions of the service authority
	

2.5	Planning, budgeting, financing and the life-cycle costs approach at the service authority level
What is it about?
As for any public service, the maintenance and development of water services need to be planned and budgeted for on a regular basis, and matched with adequate sources of financing, whether internal or external. In the absence of a sound planning process that accounts for all stages of the service delivery (and not just the provision of new infrastructure), it will be difficult to sustain these services. Many aspects of these three key functions (planning, budgeting and financing), generally fall under the responsibility of the service authority and are meant to assist stakeholders to make informed decisions about water services.  
However important these functions are, they are often not satisfactorily implemented on the ground. Planning is often limited to planning for new infrastructure and takes the form of wish-lists, disconnected from budget realities and funding sources. In addition, service authorities have, in most cases, not benefited from proper fiscal decentralisation and lack the sufficient autonomy and control over their own budgets to adequately plan their investments. 
Even when services authorities have some degree of control over their budgets, investment planning remains a critical weakness.  Currently, it is limited to planning for capital investments. Structured planning for more major repairs and renewal (i.e., asset management with the goal of extending the service life) is largely absent. As a result, major repairs and replacements mostly happen on an ad hoc basis, or more often than not, it does not happen at all and facilities become non-functional. 
The life-cycle costs approach refers to the costs of ensuring adequate water services to a specific population in a determined geographical area, not just for a few years but indefinitely. These costs include the construction and maintenance of systems in the short and long term, taking into account the need for hardware and software capital expenditure (including source protection, operation and maintenance, capital maintenance, and any cost of capital), and direct and indirect support (including training, planning and institutional support). 
Why is it important?
To ensure the sustainable delivery of water services, it is crucial that good governance practice takes place throughout the activities performed by services authorities. Sound, long-term planning is a basic building block for indefinite service provision.
Methods and tools exist to assist service authorities and place them in a better position to plan the development of water services, budget adequately (even when heavily constrained by external factors), and ensure that  all costs of providing a water service (of a given level) are assessed and factored in at the early stages of planning and development. 
Learning objectives
1. Participants understand the stages in the service delivery cycle, and relate these stages to the functions of the service authority. 
2. Participants are familiar with the process of planning, the different types of planning and budgeting over the service delivery life cycle, and are aware of the key elements of good practice. 
3. Participants are introduced to the concept of the life-cycle costs approach and are able to identify main gaps in their current country system. 
Key take home points
[image: http://t3.gstatic.com/images?q=tbn:ANd9GcSKdmEa5wzczmc5idSES4tSvSgDAdVoQrsnN5iFGQXkfwAm1pG_tE5_wXKnDA] 	Planning should be the first step towards delivering water services; planning for water services can cover different aspects, including new infrastructure, maintenance of existing infrastructure (as part of a broader and integrated development plan).  
[image: http://t3.gstatic.com/images?q=tbn:ANd9GcSKdmEa5wzczmc5idSES4tSvSgDAdVoQrsnN5iFGQXkfwAm1pG_tE5_wXKnDA] 	Planning should be carried out in conjunction with realistic budgeting against adequate financing. 
[image: http://t3.gstatic.com/images?q=tbn:ANd9GcSKdmEa5wzczmc5idSES4tSvSgDAdVoQrsnN5iFGQXkfwAm1pG_tE5_wXKnDA]	All costs of a water service should be taken into account and analysed at the early stage of project development in developing local budgets and finding sources of funding.  
[image: http://t3.gstatic.com/images?q=tbn:ANd9GcSKdmEa5wzczmc5idSES4tSvSgDAdVoQrsnN5iFGQXkfwAm1pG_tE5_wXKnDA] 	Only part of the costs can be covered by tariffs, but major costs require external funding. 
Handout
Read this overview with:
· 2.5 Planning, budgeting and financing at the service authority level: background note
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