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PREFACE
INDIA - WaterResourcesManagementSectorRei~iew
Rural WaterSupply& SanitationComponentReport

India hasinvestedmucheffort in bringingsuppliesofsafeandcleanwaterto the
countrysidein thehalfcenturysinceindependence,and. in termsofthenumberofpeople
that now haveaccessto modernsuppliesofwater,theachievementis indeedimpressive.
It is nonethelesstrue thatthereis agreatdealof concernaboutboththequality and
quantityofwaterreachingthosewho do haveaccess.aswell asthedifficultiesofthose
still without anyaccessatall. Too manyinvestmentsfail to takeadequateaccountofthe
needsof waterusers,while maintenanceis threatenedby ashortageoffinanceand the
concentrationofresponsibilityin thehandsofremotebureaucracies.Oneoftherecurring
themesin theBank’sfive volumestudyof WaterResourcesManagementin India, of
which this study comprisesonecomponent,is theneedto devolvedecision-making
powersdownto the local level whereend-userswill haveboththeincentiveand the
opportunityto initiatepromptaction.

I hadthepleasureofparticipatingin theRural WaterSupply andSanitation
Workshopheld in Delhi in February1997,jointly sponsoredby theRajiv GandhiRural
Drinking WaterMission (Ministry ofRuralAreasandEmployment)andtheBank,at
whichadraftof this reportwasdiscussed.It was refreshingto witnesstheway in which
the report’smainthemesalreadyseemedto be ownedby the Indianparticipants.One
couldhardlyenvisageastarkercontrastwith thestereotypicalview ofhowtheBankfirst
decideswhatshouldbedone,thenimposesthis decisionvia conditionality,and finally
relieson thegovernmentto forceacceptanceonan unwilling populace. Eventhoughthis
stereotypeis just that, andnotapictureof howtheBank usuallyoperates,onemay still
feel thattheparticipatoryandcollaborativeway in whichthis reportwasprepared,with
theIndiangovernmentasapartnerandwide consultationduring theprocessofdrafting,
providessomethingofamodel. The reportwill surelycontributeto theBank’s lending
programin thewatersectorandto India’s formulationof betterpolicies in thesector.

JohnWilliamson

~ChiefEconornist,SouthAsiaRegion

RCA 24S423.C~WUI 84145Q FAX (202)477.8391
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PREFACE

Indiahasachievedconsiderablesuccessin providingsafedrinking waterto about
85% of her rural populationby tapping groundand surfacewater through 3 million
handpumps, thousands of water supply schemes and traditional sources. The
Governmentof India is committedto providesafe drinking water facilities to all Not
CoveredandPoorly Coveredhabitationsin therural areaswithin thenext two yearsand
also increasethe water availability level to the nationalnorm of 40 lpcd to all the
PartiallyCoveredhabitationsby 2000AD.

Despitethe impressivecoverageof provision of safedrinking water facilities in
the rural areas,therearecertainareasof seriousconcern.The issueof sustainabilityand
maintenanceof quality of water supplied are cited as the two major constraintsin
achievingtheavowedobjectives. Further,theentireprogramme,so far runalmosttotally
managedby the Government,without the active participationof the stakeholders,has
createdascenario,in which wateris takenasa free(service)commodityandrunning the
entire operationis a totally Governmentresponsibility. This, inevitably hasresultedin
stifling thedevelopmentofmoreefficient andlower costoptionsfor servicedelivery and
also denying an opportunity to the usersin exercisingtheir option as consumersto
demandabetterservice.

In theyears to come,the rural water supplyprogrammeis sureto faceserious
challengesby wayof meetingtheexpandingneedsof afast growingpopulation,aswell
as the increasingdemandof the population for higherservice levels. Incidentally, the
Working Groupfor the

9th Five Year PIan(1998-2002)of Indiafor rural watersupplyand
sanitationprogrammeshas put the requirementof funds at a staggeringamountof
Rs. 40,000crore, keepingin view the measuresto be undertakento sustainthewater
supplyandsanitationservices.

In the contextof both the resourceconstraintsand thecompetingdemandson
resourcesand inter sepriorities, it is unlikely that the Governmentalonewould be in a
positionto mobilisethe projecteddemandof fundsin a period of 5 yearsduring the 9~
Planperiod. Given the circumstances,cost sharingby concernedinstitutionsright from
theusers,PanchayatiRaj Institutions,theStateGovernmentsandtheCentralGovernment
hasto be seriouslyconsidered. The costsharing arrangementsso worked out would
entail involvement of the usersand the supportingagencieslike the PanchayatiRaj
Institutionsto own, operateandmanagethedrinldngwatersupplysystems.
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The adoption of the demand driven approach replacing the present supply
focusedapproach is a pre requisite for evolving suitable costsharing practiceswith active
participation ofthe stakeholders.Public educationandwidespreadcommunication,aimed
at increasingthe stakeholders’ participation in the entire schemeofthingsandif reflected
through appropriate cost sharing instruments, would convince all concernedof the
appropriatenessofthe approach andwould paveway for creatingsustainablerural water
supply andsanitationfacilities in the country.

In this background,thereporton the Rural Water Supply and Sanitationby the
World Bank, aspartofthe Water ResourcesM~n~gementWork, dwells on the policy and
constraintsof this sector, institutional and financial issuesrelated to sector reform
processand advocatesan approach to bring about radical reforms in the sector. As the
Government of India, in association,with the State Governments, is in the processof
formulating and implementing rural water supply programmes with sharp focus on
sustainability and quality during the Ninth Five Year Plan, the report is welcomeas it
would certainly give a fillip to the sector reform processesinitiated with tremendous
optimism.



EXECUTWE SUMMARY

BACKGROUND

i. Sincethe beginningofthe SixthFive-Year Plan (1980—85)andthe launchofthe
International Drinking Water Supply and SanitationDecade,India hassubstantially increasedits
commitment to the water supply and sanitation sector. Sectorinvestmentshave increasedand
presently constitute about 3 percentofthe national budget. Of the total budgetallocatedto the
sector,approximately 60 percenthasbeenearmarkedfor rural areas. Although the constitution
considersrural water supply andsanitation to be the financialresponsibility ofstate
administrations, central government fundingconstitutes40 percentof total investmentin the
sector. Significant achievementsin coveragehave beenrealized, with over 75 percentofthe
rural population (or 520 million people)now provided with public water supply facilities.
Achievementsin sanitation coveragehavebeen lessextensive,due to the lower attention it
receivedcompared with water supply. Only 3.6percentofthe rural population is coveredat
present; however,actions to improve coverageofsanitationhavebeensteppedup recently,
through provision of subsidiesandtechnicalassistancefor householdconstructionof sanitation
facilities.

ii. National guidelinesand investmentsin therural water supply andsanitation(RWSS)
sector,which have traditionally focusedonextending coverageto rural areas,neglectedto ensure
that the qualityofservicesto rural areasremainedadequate.Public RWSS servicestoday clearly
do not adequatelyservetheneedsofusercommunities. They aretypically poorly designedand
constructed,oftentimes designedandpositionedat siteswithout consideration to community
needsor preferences. Planning ofRWSS servicesalso takesplacewithout due attention to
resourceavailability or quality, and is rarely financially viable. The end result is a government
dominatedand target-driven servicethat has becomeunsustainableinstitutionally, financially
andenvironmentally. There is growingawarenessthat in order to be effective,sector
investmentsshould be designedin accordancewith theneedsand demandsofusers. There
should alsobe a transfer ofultimate ownership andresponsibilitiesto usersandtheir
communities, in order for theassetsandservicesto be sustainable. It will be essential,moreover,
10 shift from the target-oriented, supply-driven approach which paysscant attentionto the
practicesandpreferencesof end-users,to a demand-drivenapproach which provides userswith
the servicestheywant andarewilling to pay for.

iii. The governmentnow recognizestheneedto improve the functioningandsustainability of
the sector. Specifically, the governmentis committed to the following principles, as stated in the
Eighth Five-Year Plan (1992—97): (i) water should be managedasacommodity; (ii) the
provision ofRWSS servicesshould be basedon expresseddemand; (iii) emphasisshould be
placed on decentralization, userparticipation andprivatesectorinvolvement; (iv) operation and
maintenanceshould be managedat the local level with emphasisonfinancial sustainability; and
(v) sanitationprograms should be integratedwith thoseofwater supply. In practice, however,
theseprinciples haveseldom beenreflected in sector operationsfor lack ofeffectivemechanisms
to translate the policy statementsinto action. A contributing factor that hasimpededrather than
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aidedin achievingthestatedpolicy objectivesofdecentralizedplanningandimplementation,
demand-ledinvestment,userinvolvementandcostrecovery,hasbeenthe availabilityof
unconditionalRWSSsectorfundingfrom thecentralto thestategovernments.Thetarget-
orientedapproachcontinuesto guideactivitiesandinvestmentsin thesector. Until thepolicy is
linked to decisionsregardingtheinvestmentprogramandeffectivemechanismsareestablished
to guidesectoraloperations,thecoverageandquality ofserviceswill remaininadequateand
sectorviability, both institutionallyandfmancially,will continueto deteriorate.

SECTOR ISSUESAND ASSESSMENT

Protection ofWater Sources

iv. Protectingboththesustainableyield andquality ofgroundwateris critical to maintaining
the sustainabilityofexistingRWSSinvestmentsaswell asto meetingfuturerequirementswith
potableandaffordableservices.In additionto beingtheprimarydrinkingwatersourcefor
privately fundedschemes,groundwatersupplies85 percentoftheruralpopulationservedby
public schemes.Theneedto protectgroundwaterfor drinkingpurposes,however,hasconflicted
with thegovernment’sfoodsecurityobjectivesandsubsidiesto theagriculturalsector. These
haveencouragedtherapidandunregulateddevelopmentofgroundwaterfor irrigation. The
resulthasbeentheover-extractionofgroundwaterandin certainlocalities,thedepletionand
contaminationofgroundwaterresources.

v. Seasonalor permanentdepletionofgroundwateraquifershasserioussocial,financial,
andinstitutionalimplicationsfor thesupplyofdrinkingwaterin rural areas,includingtheneed
to continuallyreplacedried-upwatersources.Suchreplacementneeds,particularlywhere
requiringmorecomplexandexpensivetechnologies(suchasapipedschemefrom amoredistant
sourceor onerequiringtreatmentfacilities), havehighercapitalandrecurrentcosts,estimatedon
the orderof 1,000to 1,500percent,comparedwith existingsystems. Therelatively advanced
schemes,flirthennore,aregenerallydifficult to operateandmaintainatthe local levelgiventhe
lackoftechnicalskills, whichwould threatenthesuccessofthedecentralizationeffort.
Monitoringandevaluationofresources,abstractionandqualityof groundwateraregenerally
fragmentedanddrivenby theinterestsandobjectivesof variousagencies.

InstitutionalPerformanceandIssues

vi. Thecurrentemphasisontargetsandnormsencouragesexcessiveinvestment,undermines
efficiency,anddetersthetransferofownershipto the institutionsresponsibleforoperationsand
maintenance.Governmentdominationofsectorserviceshaslimited thepotentialscopefor
participationby non-governmentalorganizationsand,to anevengreaterdegree,theprivate
sector. Theweakincentivestructurein thesector,including lackoffmancialdiscipline,cost
minimizationorcommercialculture,ororientationtowardconsumers,heightenstheperceived
risk to theprivatesectorandcurtailstheirpotentialinvolvement. Most importantofall, village
usercommunitieshavebeeninsufficiently involved in theprocess.
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vii. Oneofthe impactsofthesector’starget-drivenobjectivehasbeenaninadequateplanning
andassessmentprocessprior to investment.No attemptis made,for example,to assessthe
extentandstatusofprivately-financedsources,evenwhentheymayconstitutetheprimary
drinking watersourceofa community. Neitherareuserpreferencesandwillingnessto pay for
different levelsofserviceascertained.Effectiveplanningis hamperedby inherentinstitutional
incentivesto buildmoreor better,ratherthanaffordableandappropriate,schemes.Planningis
furtherconstrainedby rigid designnorms andlackofintegrationofenvironmentalsanitation
withwatersupplyprograms.Weakperformancealsoextendsto thequality ofhydrogeological
investigations,improperdesignsandconstruction,thathaveledto substantialcostoverruns.
Qualityassuranceandsupervisionactivitiesarelimited despiteacomprehensivesetofofficial
controls. Monitoring andevaluationofcentralandstate-financedprogramsby andlargehave
beenlimited to ensuringthatcentralgovernmentfunding is allocatedasrequired.

viii. Accordingto therecent73rdand74thconstitutionalamendments,thestatesare
devolvingactivitiesandresponsibilitiesfor developmentto thepanchayatiraj institutions. The
constitutionalamendmentsenvisagedthattheRWSSsector(consistingmostlyofhandorsmall
powerpumps)would lenditselfbetterto adecentralizedstructure,with engineersatthedistrict
andblock levelsto planandimplementprograms.Decentralizationto lower levelswasalso
expectedto facilitate integrationofsanitationandwatersupplyservices,to easethetransferof
schemesto panchayatsfor operationandmaintenance,andto engageusercommunitiesin
sectoraldecisionmaking. Duepartlyto problemsassociatedwith fmancingfrom multiple
sources,andthelackofmanagerialcapacityto undertakedemand-drivenactivities,the
anticipatedbenefitsofdecentralizationhavenotyet materialized.

ix. Instead,thoughdecentralizationis only beginningin moststates,thereis evidence
alreadythattheprocessis fraughtwith difficulties. Decentralizationhassimplypassedthe
problemsinherentin thestatelevel engineeringagencyon to thedecentralizedsectoragencies.
Evenin stateswith relatively strongpanchayatinstitutions,progresswith decentralizationhas
beeninadequate.Theimpactofdecentralizationsofar hasbeenawidedistributionof
responsibilitiesacrossagencies(withoutcorrespondingstrengtheningofinter-agency
coordinationmechanisms),andaweakeningofaccountabilities.State-levelagenciesby and
largeretaina limited role in technologyselection,schemesanctioning,monitoringandtraining.
Statepublichealthengineeringdepartmentsalsoconductinvestigationsanddrilling, while the
district zillaparishadengineeringdepartmentsnowplanandexecuteworks. Poorliaison
betweendepartmentsandaninefficient financialandtechnicalapprovalsprocess,however,
inordinatelydelaytheimplementationofsectoralprograms.

x. Though local level panchayatsarenow responsiblefor operationsandmaintenanceof
commissionedschemes,theyarereluctantto assumethis role. Reasonsfor thisvary but include
lackofmanagerialautonomy,inadequatestaffandfinancialsupportfrom thestategovernment,
the typically low quality oftheschemesplannedandconstructedwithouttheirparticipation,and
alackof ownershipofthe assets.In consequence,thestategovernmentcontinuesto own the
assets,supplythetechnology,anddelivertheservices.Despitetheseexternalfactors,the
panchayatsthemselvesfacemanyinherentproblems,which inhibit themfrom takingadvantage
ofthe limited autonomyofferedthemundertheconstitutionalamendments.Theseincludea



iv

historicalrelianceon centralandstateguidanceandfunding,weakcapacity,highpoliticization,
andlimited resources.

xi. Responsibilityfor managementandoperationofrural sanitation,includingwastedisposal
in small townsandprovisionoflatrineandenvironmentalsanitationservices,havealsobeen
devolvedto thegrampanchayats.Environmentalsanitationconsistingmainlyof suilageand
stormdrainageis fundedlargelyunderanemployment-generationprogramandis not integrated
with watersupplyprograms.Dueto limited capacityor interestin implementingwhatare
typically scatteredratherthancomprehensivesanitationprograms,progressunderthe
government’srural sanitationprogramhasbeenvery slow.

xii. Lackof integrationofsanitationwith watersupplyoperationshascompoundedthe
managerialdifficultiespanchayatsfacein thesector. Theinattentionto hygienepractices,
stemmingfrom thefailure to integratesanitationprogramswithprogramsdeliveringhealthand
hygieneeducation,preventstherealizationofsignificanthealthandeconomicbenefits.Thereis
alsolittle or no follow-up monitoringorevaluationofprograms,andcommunitiesareunaware
of, or lackaccessto, low-costinvestmentoptions. Absenceof theseprogramscurtailthe
emergenceofdemandfor sanitationfacilities in rural areas,therebyprecludingimprovementsin
currentsanitationandhygienicpractices. High subsidiesprovidedby centralandlocal
governmentsfor relativelyexpensivelatrines, furthermore,inhibit theability of localagenciesto
work towardfmancialsustainabilityofsanitationservices.

Financial Issues

xiii. Despitethesignificantgainsin extendingruralwatersupply., the increasinglevelof
governmentinvestmenthasnotbeenmatchedby aproportionateincreasein coverage,andhas
becomelessefficientovertime. Thesectorhasexperiencedrisingpercapitacostsdueto the
increasedinvestmentin themoreexpensivepipedwaterschemescomparedwith handpumps,
andincreasinglyinefficientprocurementpractices.Total capitalinvestmentrequirements,to
fully coverruralpopulationsandrestorefunctionality (i.e. repairorrehabilitation)ofdistressed
schemes,areestimatedto rangefrom Rs. 170 billion to Rs.200 billion asalowerbound. If,
however,national RWSSobjectivesare to be achieved(i.e. that a minimal level of40 lpcd is
provided,all schemesaremadeoperational,andfully depreciatedschemesarereplaced)within
10 years,the capitalinvestmentbudgetwill haveto be at leasttwo andahalftimes its existing
level ofRs. 16—18 billion (US$450-515million) annually.

xiv. Achievingsectorobjectiveswill be challengingandwill definitely requireasignificant
improvementin theefficiencyofgovernmentinvestments,but thiswill notbe sufficient. Given
fiscal deficit reductiongoalsandcompetinggovernmentpriorities,substantialincreasesin
governmentallocationareunlikely. At present,fundingfrom externalsupportagenciesequals
only 3 to 5 percentofthe existing annual capitalinvestmentin thesectorandis unlikely to have
more thanlimited impacton RWSS assetcreation in view ofthe enormouscapitalinvestment
needs.Possibilitiesfor directinvestmentby thecorporateprivatesectoris alsolimited, giventhe
high inherentrisk, long paybackperiodsand low profitability ofthe sector. Supplementary
financingfrom theprivate sectoror capitalmarketscouldandwill likely needto be forthcoming;
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however,privatefinancingcouldbeaccessibleonly if sectoroperationsareelevatedto a
commerciallevel, includingstrengtheningoffinancialmanagementprocesses.Necessaryfirst
stepswill haveto be therealizationoffull recurrentcostrecoveryfrom users,capitalcostsharing
by usersandgovernment,andareductionin operationalcosts.

xv. Thebroaderconceptoffinancialsustainabilityfor theRWSSsectorhasyet to catchhold
in India; andwhile thenarrowconceptofO&M costrecoveryhasbeenacceptedasapolicy
objective,very little hasbeendoneto implementit. Exceptfor somelocalitiessupportedby
externally-fundedRWSSprojects,feesfor rural waterservicesaretypically indirect: many
statesincludea nominalwaterchargein local buildingor landtaxes. In almostall caseswhere
rural waterfeesareactuallylevied, theamountsarenominalandchargedonly to householdsor
commercialenterprisesthatareservedby individualconnections.No chargesareleviedto
recovercapitalcosts. TheCentralWaterCommissionreportsthatcostrecoveryofworking
expensesfor rural watersupplyschemesin 1991—92wasabout1.8 percent,andlessthan1.3
percentoftotal outlaysif capitalcostsarefactoredin. In theabsenceofa separateaccounting
andfinancialreportingsystemfor thesector,andthegenerallackoftransparency,theamounts
collecteddisappearintoa generalgovernmentfundratherthanbeingapplieddirectly for sectoral
expenses.Theinadequatefinancialaccountingsystemfurtheraggravatestheability to attend
effectively to costrecoveryconcerns.

xvi. An estimatedRs.29billion (US$830million) is requiredannuallyto fundtheappropriate
level ofoperationsandmaintenancein thesector,excludingprovisioningfor depreciationof
assets.This includessalaries,electricity(whererequired),chemicalsandroutinepreventative
maintenanceaswell asrepairs. In absenceofadequatecostrecovery,thegovernmentis
responsiblefor adequatelyfundingO&M requirements,yetcurrentfunding allocationsare
grosslyinadequateat aboutRs.2.5 billion (representingatwelflh of theestimatedrequirements).
Fundingconstraintsfurthermorehavecrowdedoutallocationsto theworkscomponentofO&M,
dueto absorptionby thesalariesandoverheadcomponent.Continuedunderfundingof
operationsandmaintenancewill haveseriousfinancialimplicationsdueto theresultantgrowing
needfor majorrepairsorrehabilitation,whichtypically costmorethanpreventivemaintenance.
Existing systemswould alsolikely haveto bereplacedprematurely.

xvii. Total expenditureonlocal administrationis aboutRs. 170percapita,or 6.6percentof
total governmentexpenditureannually. Accordingto a 1992 studyoflocal governmentfmances,
local expenditurein 1986—87asapercentageoftotalgovernmentexpenditurewasonly 2.9
percentforrural areas. Clearly, financialresourcesandfinancialautonomyhaveyet to be
devolvedto thelocal level anddo notmatchtheresponsibilitiesnowunderlocal jurisdiction.
Grampanchayatsareexpectedto assumethegreatestresponsibilitieswithoutadequatelevelsof
personnelandfinancialresources,noradequatefmancialautonomy. While self-financing
throughcostrecoverywill likely bedifficult to implement,it couldbe achievedwith appropriate
policy andpolitical supportandageneralshift in institutionalandpublic perceptionsregarding
ownership,theneedfor costeffectiveoperationsandmaintenanceprograms,andareorientation
ofusers’perceptionsto onewheretheyexpectto payfor goodquality servicestheywantandcan
afford.
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SECTOR REFORMSTRATEGY

xviii. While theEighthFive-YearPlanrecognizesthekey issuesandproblemsconfrontingthe
sector,sectorprogramsfall shortof implementingthePlan. Thereformstrategyproposedhere
coincidesalmostverbatimwith thepointshighlightedin thePlan. However,it goesmuchfurther
to strengthenthePlan’spolicy statementsandidentify actionsrequiredto implementthePlan.
Therecommendedreformstrategyhasthreeobjectives.First, is to ensurean enabling
environmentfor reform,i.e. apolicy frameworkthatpolitically, legallyandinstitutionally
supportsthereformprocess.Second,is to establishinstitutional sustainabihtyby: clarifying
andrationalizingtherolesandresponsibilitiesofthevarioussectoralagencies;strengtheningthe
facilitationor implementationcapacityofexistingagencies,asappropriategiventheidentified
roles; supportingthedecentralizationprocessanddevolvingofresponsibilitiesto village water
committeesandthepanchayatraj institutions,including involvementwhereappropriateof
NGOs; and,achievingfull participationofusercommunitiesin sectoraldecisionmakingand
projectimplementation.Third, is to establishfinancialviability andsustainabilityby
implementingpoliciesandactionsto achievecapitalcostsharing,full recurrentcostrecoveryand
reductionsof operatingcosts. Finally, an importantresourcesmanagementobjective—toensure
adequatequantitiesandquality ofwaterresourcesfor domesticneeds—mustalsobeaddressed.

Enabling Environment for Reform

xix. Severalfactorsposemajorrisksto reformoftherural watersupplyandsanitationsector.
Theseinclude: (i) awaveringwillingnessto chargefor agoodwhoseprovisionhastraditionally
beentreatedasa governmentresponsibility; (ii) thepaceat whichthe73rdand74th
amendmentsto the PanchayatRaj Act arebeingimplementedin eachstate; (iii) thepaceand
degreeto which decentralizationwill occur; and(iv) thepaceat whichpublic administrationor
civil servicereformsareundertaken.Eachis highly subjectto political will andtheextentof
governmentcommitment.Theseconstraintswill haveto be overcomethroughdevelopmentof
sectorpolicy documentsatstatelevel particularly,andsecuringof commitmentto thereform
program.

xx. Theproposedstrategyfocuseson establishinganenablingenvironmentto support
strengtheningof institutionsandfinancialviability, whichwill servethebroaderobjectivesof
public administrationreform. Thegeneralapproachfocuseson severalthemes.Duringa
transitionphase,financialconditionalitywith theallocationofcentralandstatefundswill need
to bethemajorforcedriving thereformprocessatbothstateandlocal levels. Conditionalityfor
disbursementoffundsmustbe explicitly defined,andstrictly adheredto. Thiswill beusedto
phaseout thetarget-drivenapproachandgovernmentsubsidies,andto phasein ademand-driven
approachandfull costrecovery.Publiceducationandwidespreadcommunicationwill setthe
stageby convincingvotersandpoliticianso theneedandbenefitsofmakingandimplementing
difficult cost-sharingandcostrecoverydecisions.Implementationofaparticipatorydemand-
drivenapproachwill ensurethatuserscandirectly influencethe level ofservicetheydesireand
canafford; andfull costrecoverywill ensurefinancialviability andsustainability. Finally,
supportingpublic sectorreformandinstitutionalstrengtheningwill ensuresustainability.
Externalagenciescanfacilitateby supportingthesereformefforts. Externallyfundedprojects
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shouldbeconsistentwith therecommendationsofthisreportandshouldassisttheRajiv Gandhi
NationalDrinldng WaterMissionandthestategovernmentsin its implementation.

Institutional Sustainabifity

xxi. From an institutionalperspective,thestrategyrecommendssupportingthetransferof
managementandfinancialresponsibilityto thelowestappropriatelevel, i.e. thepanchayatraj
institutionsand,in particular,usercommunitygroups. Transferofresponsibilitywould require
correspondingprovisionofmanagementandfmancialautonomyto local administrationsand
usercommunities,asadequateandappropriatefor theirroles. Given theresponsibilityand
autonomy,theselocalgroupswill be taskedwith overseeingplanningandimplementingsector
activities. If required,theselocal groupswould thenbeableto obtainahigherquality ofservices
andminimizeunit costs,throughcompetitiveselectionofserviceprovidersamongexisting
public agencies,non-governmentalorganizations,andtheprivatesector.

xxii. Grampanchayats,andusercommunitygroupscreatedunderthepanchayats,will require
basiccapacitystrengtheningfor theirnewroles. Theywill alsoneedsufficient incentivesto
increasetheirlevel ofself-generatedincomeandbecomemoreindependent.In additionthey
will require: anunderstandingofthedemand-drivenapproachandhow to assessandmeet
communityneeds;theautonomyto prioritize andchooseinvestmentsthatbestsatisfy
communityneeds;anability to assessandappreciatethefmancialandsocialimplicationsof
their investmentdecisions; andanunderstandingofavailabletechnologiesandhowandfrom
whomto bestprocurethem. Thepanchayatraj institutions,with theirusercommunitygroups,
canimprovetheadministrationandprovisionofbasicservicesto ruralareasif theyaregiventhe
opportunity,support,andresourcesto do so.

xxiii. Achievinginstitutionalsustainabilitywill alsoentailstrengtheningthegeneral
managementcapacityofstateandlocalwaterandsanitationagencieswhile atthesametime
restructuringthoseorganizationsso thattheymayimplementadeliverysystemorientedtoward
customerservice. StateanddistrictRWSSagenciesaswell asthecentralagencywill further
needto buildupacapacityto facilitatetheformation,strengtheningandoperationalactivities of
local levelentities. Equallyimportantis theneedto encouragetheparticipationofnon-
governmentalorganizationsandtheprivatesectorby making theregulationsandprocedures
governingprocurementandcontractsmoreflexible, andoffering financialincentivesin theform
ofpreferentialratesortaxincentives.NGOs,for example,play acritical role asfacilitatorsfor
usercommunitygroupformationandstrengtheningin theongoingBank-assistedUttar Pradesh
RuralWaterSupplyandSanitationProject,aswell asin various initiatives in otherstates.

Financial Viabifity and Sustainability

xxiv. Provisionof watersupplyandsanitationserviceshaveaneconomicvaluenot only to
societybutalsoto privateusers. Continuedsubsidizationof sectorservicesby thegovernment
distortsthesignalsto usersofthescarcityvalueofwater. It alsounderminesanyefforts to
promoteamoreefficientandsustainableuseofwater. Substantialcentralandstatefunding,
moreover,encourageslocaladministrationsto makeunboundedrequestson behalfof their
constituents,while discouragingtheassumptionofresponsibilityfor operationsandmaintenance
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at local levels. Withoutaneffectiveprogramto recovercostsofprovidingwaterservices,the
government’sobjectiveofuniversalaccessto potablewaterandsanitationfacilitieswill bean
unattainabledream. Themajorobjectiveofthestrategy,therefore,is to achievefull cost
recoveryofoperations,maintenance,replacementandcapitalcostsin the long term. In cases
wherefundsareborrowedto financetheinvestments,theannualinterestpaymentswould alsobe
recoveredfrom users.

xxv. During thetransitionperiod,theproposedstrategyis to fully recoverrecurrentcosts(i.e.
O&M) immediatelythroughusercharges.Thestrategyfurtherenvisionsanequalsharingof
capitalcostsbetweenstateandcentergovernmentson theonehand,andpanchayatsanduserson
theother. For newschemes,anominal10 percentshareofcapitalcostsasaminimumwill be
requiredfrom users,asanequitablecompromisebetweentheold andnewpricingregimes.The
remainderof costswould be sharedby thevariousgovernmentallevels: 40 percentborneby
panchayatsoutoftheirgeneraltaxreceipts,and25 percenteachwill bepaidby centerandstate
levels. Forschemerehabilitationandreplacement,usersandthethreeadministrativelevelswill
eachbear25 percentofthecapitalcosts,making themequalpartnersin the sector.

xxvi. Thepre-defmedcapitalcostsharingformulais expectedto drive investmentsandserveas
afinancialconditionalityfor matchingfunding,aswell asenableamoredemand-driven
approachto emerge.Capitalcostcontributionsfrom userswill encourageaffordableinvestment
profilesandmorerealisticuserexpectations,while matchinggovernmentfundingwill be
conditionalontheimplementationoftariffs to recoverthefull costofoperationsand
maintenanceandestablishan adequatereplacementfund. Comingfull circle, full costrecovery
ofbothrecurringandreplacementcostswill enableresponsiblelocaladministrationsto maintain
assetsproperlyandsustainadequatelevelsofservicesataffordableprices. In thelongterm,it
will alsoensurethe financialviability andsustainabilityofinvestmentsin thesector.

xxvii. Establishingfinancialviability andsustainabilityoftheRWSSsectorwill be critical for
attractingprivatesectorfmancingfor capitalinvestmentsto bridgethegapbetweengovernment
resourcesandsectoralneeds.This would be in additionto thealreadysubstantialown-financing
ofRWSSfacilities by householdsandnon-governmentalorganizations.Thesectordoesnot
currentlyoffer sufficiently attractivereturnsin eithertheshortor the longterm. Such
disincentivesdiscourageevengovernment-supportedcreditfacilities suchasHIJDCOandthe
Life InsuranceCorporationofIndiawhich, despitemandatesto supportbothinfrastructureand
rural development,investonly aminorproportionofthefttotalportfolio in RWSS.Thekeyto
mobilizingmarketfinancingor inducingcorporateinterestin RWSSinvestmentswill be reforms
to enablecost-reflectivepricingofservices,plus theassociatedreformsdiscussedaboveto
achieveacommercialiseddemand-orientedculturein RWSSentitiesto tailor operationsto the
needsofusercommunities,andstructureinvestmentsaccordingnot only to communityneeds
but alsoto theirabilitiesto pay. Inadditionto userinvolvementin all sectoraldecisionmaking,
it will be importantto strengthencorporatefmancialmanagementcapabilitiesin thewater
agenciesto instill financialdisciplineandeffectivehandlingofcostandpricingissues.

xxviii. Full recurrentcostrecoveryandanannualcontributionto areplacementfundare
generallyaffordableforthevastmajority oftheruralpopulation. If theWorld Bank’sguideline
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of 3 percentofhouseholdincomeis usedto determineaffordability, costrecoveryfor basicWSS
technologyalternativesis generallyaffordableby over80 percentoftherural population. In
situationswherethecostburden(i.e., thecapitalcostshareandfull costofoperations,
maintenanceandreplacement)for communitiesoftheleastexpensivefeasibletechnology
generallyexceedsacommunity’sability to payoutof incomes,thenpaymentin-kind, user
accessto credit facilities, oradirectandtransparentsubsidyarrangementcouldbeimplemented.
Wherewide disparitiesexistbetweensocio-economicgroupsof consumers,cross-subsidization
maybeanappropriateandpracticaloption. A progressivetariff with differentpricingtiers for
differentusesanddifferentclassesof customerscanbe consideredat variousadministrative
levels(i.e. thegrampanchayat,district, or state)asappropriate.Suchatariff structureif well-
designed,couldsupportcross-subsidizationfrom one regionto another,from urbanto rural
areas,from oneclassofuserto another,or from highto low consumption.

Protection of Water Sources

xxix. Safeguardingtheavailability andquality of rural drinkingwaterin Indiais also apriority
need,forwithout appropriatemechanismsnowto giverural drinkingwatereffectivepriority
overotherusesandprotectgroundwatersourcesfrom excessiveabstractionandcontamination,
thesituationwill deterioratefurtherandthecostsofprovidinggoodqualitydrinking waterwill
continueto escalate.ImplementingtheNationalWaterPolicythatexplicitly assignsdrinking
waterpriority overotherusesis animportantfirst stepthatmoststateshaveyetto take.
Adoptionofeffectivelegislationandmechanismsto regulateandmanagegroundwateruseand
thusensureabasicsupplyofrural (andurban)drinking wateris akey associatedneed. These
issuesnecessarilyrequireamulti-sectoralandbroaderresourcesmanagementperspectivethanis
coveredin this paper,which focuseson RWSSservicedelivery. Broaderresourcemanagement
issuesareassessedin greaterdepthin thereportson “IntersectoralWaterAllocation,Planning
andManagement,”and“GroundwaterRegulationandManagement,”alsopreparedaspartofthe
GovernmentofIndia-WorldBank WaterResourcesManagementSectorReview(1998aand
1 998b,respectively).

Plan ofAction

xxx. Thestrategyrecommendsanumberof critical actionsto betakenby thecentralaswell as
thestategovernments.TableI belowsummarizesthekey reformactions. A detailedMatrix of
Recommendationsis presentedin Table4.6, listing agenciesresponsibleandproposedtime
framefor action. Theserecommendationsarealreadythesubjectof encouragingfollow-up by
the Governmentof India, anumberofstates,bilateralandmultilateralagencies,andNGOs.
Subsequentto initial discussioncumdisseminationatanationalworkshop’in February1997of
anearlierdraftofthis report,andreport revisionsto incorporatetheoutcomeofthenational
workshop,furtherworkshopsat regionalandstatearebeingorganizedby theRajiv Gandhi
NationalDrinking WaterMissionto disseminatethefmal strategyrecommendationsasreflected
in thisreport. Therecommendationsarealsobeingincorporatedat projectlevel in somestates,

1 Thenationalworkshopon RWSS,held onFebruary20-21, 1997,waschairedby the Rajiv GandhiNational
Drinking Water Mission. Proceedingsof theworkshop, including speechdeliveredby theRuralDevelopment
Secretary, Mr. Vinay Shankar, arereproducedin theAnnex 1.
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in thedesignofprojectssupportedby theWorld Bank,andin variousbilateral agencyandNGO-
supportedactivities. Thereis nowaneedto broadenimplementationto aformalnational
strategythat encompassesall elementsofthereportin acomprehensiveapproach.This sector
reform processis under energeticinitiation by the Governmentof India andmerits full supportto
achievetheintendedturnaroundin sectorperformance.

Table I. RecommendedPlan ofAction - Summary

A. ESTABLISH AN ENABLING ENVIRONMENT
Objective: To ensureapolitically, legallyandinstitutionallysupportiveenvironmentthatwill
facilitate the implementationofthereformprocesswithparticular emphasison devolutionof
responsibilitiesto grass-rootslevelsand, in particular, userimplementation,a demand-oriented
approach,full costrecoveryandfinancialsustainability(referSectionsB & C below).

A.!. PublicAwareness. Implementawidespreadpublic awarenesscampaignto promotewateras
an economicgoodandtheneedto chargecost-reflectivepricesandimplementconservation
activities. -

A.2. GivePriority to Drinking Water in WaterResourceUse. Strengthenandimplementnational
andstate’policiesgivingpriority to drinkingwater, andpreparestatespecificlegislationto protect
groundwaterresources.

A.3. RedefineandReduceGovernmentRole. DevelopandimplementnationalandstateRWSS
policiesdefiningtherole ofpublic sectorin theRWSSsector,andguidelinesfor sector
operationsregardingfinancialandinstitutionalaspects.

£4. Full CostRecoveryandCapital CostSharing. Developandimplementnationalandstate
RWSScostrecoveryandcost-sharingpolicy thatdefinessituationsin which thecommunitywill
be eligible for matchinggovernmentfinancingfor newschemesandrehabilitationorreplacement
ofexistingschemes.

£5. DecentralizeResponsibilties.Devolvemanagementautonomyto local level administrations.
£6. Institutional Strengthening. Strengtheninstitutionalcapabilities,includingdevelopmentof

MIS, financialsystems,monitoringandevaluationsystems,andtrainingatall administrative
levelsto facilitatethedevolutionprocess.

B. ENSUREINSTITUTIONAL SUSTAINABILITY
Objective: DecentralizeandstrengthenRWSSagencies,definingclearmandatesat each

administrativelevel,devolvingfunctionsto the lowestappropriatelevel,andencouraging
participationofNGOs& theprivatesector.

B.1. EnablePanchayatinstitutionsandusercommunitygroupsto assumetheleadin decision
makingforRWSS.

B.2. Enable,promoteandfacilitateparticipationofNGOsandtheprivatesector; define
appropriaterolesofthesenon-governmentaswell asexternalagencies.

B.3. Strengtheninstitutionalcapabilitiesto undertakeconsumerorientation,policy development,
planning, implementation,O&M, monitoringandevaluation,andpromotionof healthand
sanitation.

B.4. Restructurepublic sectorinstitutions.
B.5. Strengthenoperationalguidelinesandproceduresfor RWSSagencies.
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Table I (cont.). RecommendedPlan of Action - Summary

C. ENSUREFINANCIAL VIABILITY AN]) SUSTALNABILITY
Objective: Implementfull costrecoveryofoperationsandmaintenanceandreplacementcoststo

ensuresustainabililyofsectorinvestment. Implementa cost-sharingapproachensuringthat the
panchayatraj institutionsandcommunityarepartnersto makecapital investmentmoreefficient
andtransferownership. Encouragesectorfinancing by rural creditfacilities andprivatesector
investors.

Cl. Implementa demand-drivenapproach.
C.2. Increaseuserchargesto recoverO&M costs.
C.3. ReduceO&M Costs.
C.4. Introduceandimplementcapitalcostsharingpolicy.
C.5. Make RWSSagenciesfinancially self-sufficientandstrengthentheircapabilitiesin fmancial

management.
C.6. Re-prioritizePublicExpendituresin RWSS.
C.7. Implementeffectiveaccountingandauditingprocedures,billing andcollectionsystems,

standardfinancialreportingformats,andsimplebutwell-definedfinancialmanagementand
accountingsystems.

C.8. Amendexisting legislationandregulationsso thatpanchayatraj institutionsandvillagewater
supplyandsanitationcommitteesare legallyentitledto enterinto financingandloanagreements
with government-sponsoredruralcredit facilitiesorprivatesectorfinancialinstitutions.

C.9. Establishasystemforproviding loanguaranteesby theblockanddistrictpanchayatraj
institutionsor thestate,asnecessary.

D. PROTECT WATER RESOURCES
Objective: Implementmeasuresto assurepriority usageofwaterresourcesto drinkingwaterand

toprotectqualityandsustainabililyofgroundwaterresources.

Dl. Defineappropriateremedialmeasuresto addresswaterqualityproblems.
D.2. Designa strategyfor developingwatersupplyschemesin areaswith waterqualityproblems

thatmeetsafedrinkingwaterrequirementsandacceptability(J)reference)ofusers.
D.3. Developtechnologyandotherinnovativeoptionsfor solving waterqualityproblems(fluoride,

iron andarsenic)bothatvillage andhouseholdlevel aswell asfor largerpipedschemes.
D.4. Developgroundwaterlegislationandregulations,anddevelopregulators’capabilitiesto

manageandprotectgroundwaterresources.
D.5. Developinstitutional capabilities for multi-sectoralwaterallocation,planningand

management,includingwaterpricingmechanisms,andfeaturesto prioritizeallocationfor
drinkingwaterandprotectionlmitigationagainstpollution (referGOl-World Bank, 1998).





1. SECTOR DEVELOPMENT AN]) AChIEVEMENTS2

1.1. EVOLUTION OF POLICY FRAMEWORK

1.1. Watersupplyandsanitationwereaddedto thenationalagendaduringthefirst five-year
planningperiod(1951—56).In 1954,thefirst nationalwatersupplyandsanitationprogramwas
launchedaspartofthegovernment’shealthplan. Centralandstateadministrationsprovided
equalfundingmainly for rural pipedwatersupplyschemes,with limited provisionfor point
sourcessuchaswellsandboreholes.Ruralschemesweregenerallyprovidedto populationunits
of lessthan5,000. Duringthe initial years,theprogramrealizedonly limited achievements,
mainly becausestateslackedqualifiedstaffto planandexecuteprojects,andmaterialswerein
shortsupply(Ghoshet. a!., 1995).

1.2. Duringeachofthethreesubsequentfive-yearplans,finding wasallocatedfor the
developmentandstrengtheningofstatepublic healthengineeringdepartments.In recognitionof
theprogressmade,statesweregrantedfinancialauthorityin 1968 to sanctionruralwatersupply
schemes(subjectto definedlimits). Duringthis fifteen-yearperiod,theprogramsoughtto
supportlocal communitydevelopmentandimprovethewelfareofbackwardclasses.Rural
watersupplyschemeswereexpandedto includesmall townswith populationslessthan20,000,
andpriority wasgivento problemvillages,wherethescarcityofdrinkingwaterwasdeemed
particularlysevere.

1.3. TheMinistry ofWaterResourcesdraftedaNationalWaterPolicy in 1987 to guidethe
planninganddevelopmentofwaterresourcesthroughoutthecountry. Thispolicy includeda
numberof recommendations,whichweresubsequentlyissuedby variousstatesecretaries.These
recommendationsgenerallyfocusedontheneedfor introducing: (i) waterresourcemanagement
andaccordingdomesticwatersupply thehighestpriority; (ii) designstandardsfor groundwater
structuresto protectgroundwatersources;(iii) waterqualitymonitoringandmapping; and(iv)
datamanagementandevaluation.

1.4. Thenationalpolicy guidingtheruralwatersupplyandsanitation(RWSS)sectortodayis
containedin theEighthFive-YearPlan(1992—97),whichstates: “Safedrinkingwatersupply
andbasicsanitationarevital humanneedsfor healthandefficiency[giventhat] deathand
disease,particularlyofchildren,. . . andthedrudgeryof womenaredirectlyattributableto the
lackoftheseessentials.”High priority wasgivento servingvillagesthat did nothaveadequate
sourcesofsafewater(definedasmorethan10 liters percapitaperday—lpcd)andto improving
thelevel ofservicefor villagesclassifiedasonly partiallycovered(10—40lpcd). Newguidelines
for sanitationissuedin June1993 allowedabroadrangeoftechnology(directandindirect
single-pit,double-pit,andVIP latrines)andabolishedtheprovisionofsubsidiesto households

2 Thisreportis oneof five reportsundertakenjointly by theGovernmentof Indiaandthe World Bank,underthe

India - WaterResourcesManagementsectorreviewprogram. Theother four reportscover: (i) the irrigationsector,
(ii) the urban water supplyandsanitationsector,(iii) groundwater regulation andmanagement,and(iv) intersectoral
allocation,planningandmanagement.A consolidatedreportcoveringthesefive subject areasofthe watersector
will alsobeprepared.
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abovethepoverty line. Householdsbelowthepovertyline would continueto receivea subsidy
of80 percent.

1.5. TheEighthFive-YearPlanalsoidentifiedseveralpointsofemphasis,thesebeingthat:
(i) watershouldbemanagedasacommodityin thesamemannerasanyotherresource;(ii) the
deliveryofwaterservicesshouldbebasedon theprincipleofeffectivedemandandshould
correspondto thestandardof servicethatusersarewilling to maintain,operateandfinance; (iii)
local bodies(i.e., thepanchayatraj institutions)shouldberesponsiblefor operatingand
maintainingthe systeminstalled; (iv) localbodiesshouldbefreeto levyandraiseappropriate
userchargesfor drinking waterandsanitationservices,undertakingoperationsandmaintenance
if not further investment,andbeself-sustaining; (v) theprivatesectorshould be encouragedto
constructandmaintainschemesto themaximumextentfeasible; and(vi) appropriatelinks
shouldbe forgedbetweenwatersupplyandenvironmentalsanitation.

1.6. Thesepointsaddressthechallengesthathaveemergedin thesector. Moreover,the
EighthFive-YearPlanspecificallyemphasizedthedesirabilityofadoptingan integrated
approachto planningandimplementation,whichentailedtheprovisionofprimaryhealthcare,
potablewater,women’swelfare,immunizationandsanitationfacilities, all in collaborationwith
local administrationsandusercommunities. Technicalsupportneedsof local administrations
and usercommunitieswereto beprovidedby districtadministrations.

1.7. Along with theNationalWaterPolicyandtherecommendationsoftheEighthFive-Year
Planseveralstates(Gujarat,Kerala,Maharashtra,OrissaandTamil Nadu)haveformulatedtheir
own waterpolicies. Otherstates,in particularAncthraPradeshandRajasthan,arein theprocess
of preparingtheirstatewaterpolicies. Althoughanationalor statewaterpolicy would bean
importantfirst step,thestateswill alsoneedenablinglegislationto facilitateimplementationof
thepolicy. Onekeypieceoflegislationwould be for theregulationandmanagementof
groundwaterresources(Box 1.1 summarizesby wayofexample,Maharashtra’sGroundwater
RegulationAct). Legislationon its ownwithouttheconcurrenceoftheusercommunities,
however, will not beeffective(GOl-World Bank, l998b). Theseveralexistingpiecesof
groundwaterlegislationin India, for instance,havehadlimited if any impactdueto lackof
acceptanceby users.Thepassageof similar legislationby otherstaleshasmetstrongresistance
from users.By contrast,therecentapproachtakenby WestBengalto involve usercommunities
incrementallyin regulationandmanagementonapilot basis,hasledto greaterunderstanding
andacceptanceby usersoftheneedfor suchregulatorymeasuresto ensuresustainabilityof
resources.With suchpiloting andrevisedapproachesnowrecommendedby GOT-WorldBank
(1998b),thepassageandadoptionofgroundwaterlegislationwill nowbe easier.



3

Box 1.1. MaharashtraGroundwaterAct

1.2. SECTORDEVELOPMENTS,ACHIEVEMENTS AND ISSUES

Programs

1.8. Historically,mostruraldrinicing walerin India hasbeensuppliedoutsidethe
government’ssphereof influenceor responsibility. Community-managedopenwells andprivate
wells,tanks,pondsandsmall-scaleirrigation reservoirs,have beenandcontinueto be themain
sourceofrural drinkingwater. Thefirst government-installedwells appearedin the l950sas
partofapolicy to meetbasicneedsfor drinkingwater. Sincethen,public servicehasincreased,
andtheinvolvementofusersandcommunitiesin rural watersupplyhasdecreased.Thecentral
governmenthasplayedanimportantrole in settingstandardsandprovidingfundsandtechnical
assistancefor the sector. In 1972—73,theAcceleratedRuralWaterSupplyProgram(ARWSP)
wasinitiated by thecenterto channelfundsdirectlyto thestates.ThepurposeoftheARWSP
wasto providewaterto problemvillagesinhabitedbytribal peoples,harijansandotherso-called
backwardclasses.Subsequently,the20-PointMinimum NeedsProgrammewasestablishedin
1975to replacetheARWSPandgivehighestpriority to problemvillages.

1.9. ThecentralgovernmentreintroducedtheARWSPin 1977—78,this time with funds
providedby stateadministrationsthroughtheMinimumNeedsProgramme.Thesetwo programs
soughtto ensurethatall rural areasreceivedaminimumprovisionofsafedrinkingwaler.
Nationalnorms wereestablisheddefiningthebasicwaterrequirementas40 litrespercapitaper
day(lpcd),with certaincriteriafor distanceandnumberofpersonsperinstallation. Safe
drinkingwaterwasdefinedasbeingfreefrom biologicalandchemicalcontamination.These
normscontinueto guidebothprogramstoday,by determiningthe selectionof villagesor
habitationsthatareeligible for governmentfunds. With the SixthFive-YearPlan(which
coincidedwith thebeginningoftheInternationalDrinking WaterandSanitationDecadein
1980),Indiadeepenedits commitmentto rural watersupplyandsanitation.Prior to 1985,both
rural andurbanWSSwerehandledby theCentralPublicHealthandEnvironmentalEngineering
Organisationin theMinistry ofUrbanAffairs andEmployment,whichprovidedstate

The MaharashtraGroundwater Act wasdevelopedin 1993but wasnot officially endorsedand implemented

until November 1995. TheAct seeksto regulategroundwaterexploitationto protectpublic sourcesof
drinkingwater. The Act comprises: (i) regulationsto registerall public drinkingwatersourcesin avillage;
(ii) regulationsandguidelinesto apply for permission to sink awell, includingmeasuresto protectpublic
sourcesofdrinkingwater(andanarea500metersfrom drinkingwatersources); (iii) regulationsto declare
waterscarceareasandover-exploitedwatersheds,includingmeasuresto protectpublic sourcesof drinking
waterwithin suchareas(throughcontrolofwithdrawalfrom existingwells); and(iv) proceduresto verify
applicationsfornewwells in over-exploitedwatersheds.

The developmentandimplementationoftheAct providesaninitial legislativeframeworkforprotecting
groundwater sourcesin Maharashtra.TheAct, however,doesnotaddresscomprehensivemanagement
needs.Although it doesnot preclude integratedwatermanagement,the Act neitherpromotesit. Water-
logging, waterquality, waterpollution,end-useefficiency, allocationandenvironmentalconsiderations,
representequally important challengesthat will have to be addressedin the nextrevisionoftheAct.
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governmentswith technicalsupportandadvice. Thereafler,responsibilityfor ruralwatersupply
andsanitationbecametheresponsibilityoftheDepartmentofRuralDevelopmentunderthe
Ministry ofAgriculture.

1.10. TheCentralRuralSanitationProgrammewaslaunchedin 1986,with matchingfunding
providedthroughthestate’sMinimumNeedsProgramme,andtheNationalTechnologyMission
wasestablishedwithin theDepartmentofRuralDevelopmentwith theexpresspurposeof
providingstateswith technicalandscientificassistance.TheNationalTechnologyMissionwas
renamedtheRajiv GandhiNationalDrinking WaterMissionin 1991,andwaschargedwith
coveringin themostcost-effectivemanner,theremainingnot-coveredvillagesbeforethe endof
theEighthFive-YearPlan. TheRajiv GandhiMissionsoughtto developreplicablemodelsfor
rural watersupplythrough55 intensivearea-basedprojects(or mini missions)andfive programs
(orsub-missions).Theseprogramstackledquality problemsofexcessivefluoride, iron, and
brackishnessandinfestationsof guineaworms,andpromotedtheconservationofwaterand
rechargeofaquifers. The55 mini missionswereconcludedin early 1994,but someofthe sub-
missions,notablythoseexperimentingwith theapplicationoftechnology,arestill ongoing.

Coverage

1.11. Accordingto theRajiv GandhiMission, accessto public watersupplyby 1995hadbeen
providedto 75 percentoftheruralpopulation(520million people)sincethefirst nationalwater
supplyprogramwaslaunchedin 1954(World Bank, 1996a). From 1954—55through1984-85an
additional8.5 million personsin ruralareaswereservedeachyear.

1.12. IncreasedinvestmentduringtheInternationalDrinking WaterandSanitationDecade,
coupledwith achangeto handpumpsfitted on tubewellsandborewells,dramaticallyincreased
total coverage.During 1985—86through1994—95, an additional22.4 million personsin rural
areasweresuppliedwith watereachyear,resultingin adecadalincreaseof264 percent(Figure
1.1). Thesefigureswereestimatedassuming“equivalentfull coverage.”Thereality wasthat
while 95 percentoftheruralpopulationhadaccessto asafesourceofwaterin 1994,only 52
percentwerefully covered(i.e. thattheyreceived40 lpcdor more)and48 percentwerepartially
covered(receivingbetween10 and40 lpcd). Only 5 percentoftherural populationhadno
accessto publicly suppliedwaterorreceivedlessthan 10 lpcd.
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Figure1.1. Rural WaterSupply CoverageIn IndIa, 1960—95

— —

1.13. Althoughuseful,nationalcoverageratesmasksignificantregionalvariations. Elevenof
the25 statesandsevenunion territorieseachhaverural populationsthatexceed25 million, and
theruralpopulationsin six statesapproachorexceed50 million (1991census,Table1.1).
Servicecoverageratesvary widely from stateto state,with full coveragerangingfrom 7 percent
in Keralato 78 percentin Bihar. Partialcovetagerangesfrom 3 percentin Punjabto 85 percent
in Mizoram. Thepercentageoftheruralpopulationthat is completely unservedis ashighas39
percentin Punjabandequalto or lessthan thenational averageof5 percent,in 14 statesandall
oftheunion territories.

1.14. An impressivenumber of installationshave beenconstructed.Accordingto the Rajiv
GandhiMission,2.1 million handpumpshavebeeninstalledondrilled tubewellsandborewells,
and116,000mini andregionalpipedschemeshave beenconstructed.Mini andregionalpiped
schemessupply 1.5 million standpostsand4.3 million houseconnections.Installedpipedwater
schemesrangefrom technicallysimplemini-pipedsystems(that pump water from a nearby
sourceofgroundwater to a small holding tank serving individualhouseswith public taps)to
technicallycomplexlargeregional schemes(that treatandpump water to severalvillages from a
distantsourceofsurfacewater). In 1996approximately 75 percentofthe populationreceiving
public water wereservedby hand pump technology,while 25 percentwere servedbypiped
water schemes(GO!, 1996).
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Table1.1. Population Not Covered,PartiallyCovered,andFully Coveredin India, by State,1994

Stateor union
territory

Notcovered Partially covered Fully covered Total
Number Percent Number Percent Number Percent number

AncthraPradesh 1,066,336
56,546

2.19
11.86

21,583,212
178,531

44.26
37.46

26,118,513
241,551

53.56
50.68

48,768,061
476,628Arunachal

Pradesh
Assam
Bihar

3,325,683 14.23 9,757,953 41.76 10,275,472 44.00 23,365,123
2,328,623 3.42 12,441,909 18.26 53,379,470 78.33 68,150,002

Goa 35,620 5.00 402,814 56.53 274,108 38.47 712,542
Gujarat 367,391 1.30 8,123,206 28.72 19,796,749 69.98 28,287,346
Haryana 0 0 6,197,228 51.22 5,902,555 48.78 12,099,783
HimachaiPradesh 338,251 6.80 1,983,700 39.88 2,651,782 53.32 4,973,734
JammulKashmir 360,426 8.06 2,585,877 57.84 1,524,671 34.10 4,470,974
Karnataka 927,565 2.69 18,544,599 53.70 15,064,423 43.62 34,536,587
Kerala 2,240,255 17.64 9,617,820 75.73 841,801 6.63 12,699,876
MadhyaPradesh 2,756,294 5.31 24,069,536 46.40 25,049,313 48.29 51,875,144
Maharashtra 405,984 0.83 15,887,754 32.29 32,914,024 66.89 49,207,762
Manipur 87,819 6.65 901,124 68.28 330,801 25.07 1,319,744
Meghalaya 211,518 14.78 424,804 29.68 794,921 55.54 1,431,243
Mizoram 6,408 1.22 444,269 84.57 74,643 14.21 525,319
Nagaland 175,991 23.03 456,735 59.76 131,614 17.22 764,340
Orissa 1,626,937 5.76 15,504,462 54.89 11,116,224 39.35 28,247,623
Punjab 5,643,498 38.66 465,904 3.19 8,487,588 58.15 14,596,990
Rajasthan 2,171,945 6.45 13,356,271 39.69 18,126,669 53.86 33,654,885
Sikkim 8,733 2.53 266,936 77.28 69,744 20.19 345,413
TamilNadu 233,372 0.57 29,421,871 71.65 11,409,861 27.78 41,065,104
Tripura 327,416 15.25 977,848 45.54 842,075 39.21 2,147,339
UttarPradesh 5,312,459 4.91 63,324,968 58.57 39,475,932 36.51 108,113,358
WestBengal 2,543,906 5.49 26,490,487 57.19 17,286,829 37.32 46,321,222
Andamanand 1,327 0.62 37,497 17.59 174,380 81.79 213,204
Nicobar

DandNHaveli - -

DamamandDiu
Delhi 4,000 0.39 259,881 25.63 749,946 73.97 1,013,827
Lakshadweep 0 0 51,620 99.88 61 0.12 51,681
Pondicherry — — - -- - — -_-“ -~ —

Total 32,564,303 5.26 283,758,818 45.81 303,105,720 48.93 619,434,854
— Not available.
Source: GO!, 1 994b.

1.15. Efforts to increasesanitationcoveragehavebeenlesssuccessful.TheEighthFive-Year
Plansoughtto cover5 percentoftheruralpopulationwith sanitationservicesby the endofthe
period,buteventhis modesttargetwasnotachieved.By 1996,lessthan4 percentoftherural
populationwascoveredby sanitationservices(IndianSocialSciences,1996). Currentcoverage-
drivenstrategieswith subsidiesfor rural latrineshaveshownpoorresults. Theprovisionof
alternativedelivery systemsmustbeexplored,andin this contextUNICEF’s rural sanitarymart
approachholdspromise(seeBox 1.2 below). Theprivatesector,withNGOassistance,could
undertakeall aspectsofrural sanitationdelivery. If necessary,centralor statefundscouldbe
usedto provide incentivesor directly supporttheirparticipation.
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Water Quality and Health

1.16. Water quality issuesaregainingrecognitionasgroundwaterdepletionworsens. The level
ofnatural contaminantssuchasfluorideandarsenic,andchemicalpollutantssuchas pesticides
andinsecticides,is highandrising. Thelackofreliabledata,however,makesit difficult to
appreciatethemagnitudeandimpactoftheproblem.

1.17. The GOT (l994b) Validation Surveyreportsthat 142,000habitations(70 million persons,
assuminganaveragehabitationof500persons)consumewaterthathasexcessivequantitiesof
fluoride, iron, nitrate, arsenicand salinity. Unfortunately theseresults maynot be fully reliable.
In thecaseofonecontaminantfor instance,fluoride, its presencein groundwaterwasreported
confirmedby standardlaboratorytests,eventhoughfluoridecannotbe identifiedby sightor
taste.ThefindingsoftheGOl (1997)GroundWaterSub-Grouplikely provideamoreaccurate
pictureoftheproblemsaffectingthequality ofgroundwater,this beingthat: (i) arsenicaffects
drinkingwaterin WestBengal(estimatedat 1,000habitationsor500,000persons);(ii) fluoride
levelsarehighin AndhraPradesh,Gujarat,Haryana,Kamataka,Punjab,Rajasthan,TamilNadu,
andUtterPradesh(affecting28,000habitationsor 14 million persons);(iii) iron levelsarehigh
in thenortheasternandeasternpartsofthe country(affecting58,000habitationsor 29million
persons);and(iv) salinity is high in Gujarat,Haryana,Karnataka,Punjab,Rajasthan,andTamil
Nadu.

1.18. Water quality concernsclearly haveseriousimplicationsfor thesupplyofruraldrinking
water andareimportantdeterminantsofpublichealth. Althoughseveralstudiesandpilot
programs(sponsoredbyboththegovernmentandvariousexternalfundingagencies)areunder
way,proposedsolutionshavehadmixed success.Technologiesdevelopedandtestedto remove
fluorideandiron haveshownsatisfactoryresultsin a laboratoryenvironment.Thecomplexity,
high costandinconvenienceof thesetechnologies,however,haveconstrainedtheir
implementationandsustainability. In general,government-fmancedrural sanitationprograms
havebeenpoorly integratedin ruralwatersupplyprograms,despitethestatedpolicy. At the
field level, rural watersupplyprogramsarenot integratedwith sanitation,norarethey integrated
orcoordinatedwith primaryhealthcareor educationprograms.Thebasic-needsapproach,
whichspreadsresourcesthinly to achievecoveragefor all ratherthanqualityandadequatewater
for some,shouldbereviewedbecauseit maynot optimizethepotentialhealthbenefitsthatcould
beachievedby reducingwaterborneorwater-relateddiseases.

1.19. From apublic health perspectiveIndia is in a transitionphase. Somesuccesseshavebeen
achieved,suchasthenotableachievementoferadicatingguineaworm,mainly througha
programthatprotectedopendug wells. Otherrisksassociatedwith bacteriological
contamination andepidemics,thoughdecreasing,arestill relativelyhigh. In addition,newrisks
areemergingfrom the rise in wastewaterproduction (and its inappropriateor inadequate
disposal)that accompaniesthe increasedcoverageandservicelevels. Environmentalsanitation
is essentialfor minimizing thevector-bornediseasesthatthrive in stagnantwaters. India’s
RWSSprogramsin generalhaveneglectedenvironmentalsanitationuntil recently,although
many donor-assistedprogramshaveincluded this component.Integration oftheseprogramsis a
must.
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UserSatisfaction

1.20. Studiesto determinewhetherconsumersaresatisfiedwith existingpublic RWSS services
arerarelyconducted.Althoughsomedonor-assistedprogramshaveconductedutilizationand
functionality studies,thesefocusmainly on theknowledge,attitudes andpracticesofusersrather
thantheirsatisfactionwith existing services.Indirectly, thesestudiesshowthat severalvariables
affectusersatisfactionwith governmentprovidedservicesin ruralareas: distanceto and easeof
accessto services,quality andreliability ofalternativesources,hoursofservice,andtime
betweenrepairs. Userswhoaresatisfiedwith governmentprovidedwaterdo notnecessarilyuse
it for drinkingandcookingif alternative traditional sourcesareeasilyaccessibleandmore
convenient. As iron and salinity levelsrise, for instance,theuseofpublic waterfor drinking and
cooking decreasesproportionally, subject again to theavailability ofalternative sources.

1.21. Usersatisfactionwith sanitationfacilitiesor displeasureatthe lackoffacilities, are
typically correlatedwith demandfor householdlatrines. Thelatterdependsonpopulation
density,accessto openspace,and cultural andsocialfactors. Whereaccessto sanitation is
accompaniedby intensive infonnation andhealtheducationcampaigns,oneusuallyfinds that
demand for sanitation facilities, useratesandalso satisfactionaregenerallyhigh, ataround80—
90 percent. Wheresupport for suchcampaignsis lacking,useratescanbeaslow as10 percent.
One caninfer that demandandhenceusersatisfactionfor sanitationfacilities in Indiais very
limited, giventheabysmally low coveragerates.

Protection of Water Sources

1.22. Drinldng water for rural householdsis facing increasingcompetition. Approximately90
percentof India’s ruralpopulationrely on shallowordeepgroundwateraquifersfor drinking
water. Whereasdomesticuse accountsfor only 5 percentoftotalgroundwaterabstraction,
irrigationaccountsfor almost90 percentandindustryfortheremainder.Therecentexpansion
anddevelopmentoftheagriculturalsectorhaveswelledthedemandfor groundwater-based
irrigation. Groundwater currently provideshalf ofthewater usedfor irrigation andis abstracted
from more than 15 million wells. Between 1951 and1993,theestimatedagriculturalareaserved
by groundwater irrigation expandedfrom 6.5 million to 35.4million hectares,anaverageannual
increaseofalmost13 percent.

1.23. Therapiddevelopmentof irrigationis depletinggroundwaterresources,resultingin the
needto replace driedup sourcesofdrinking water. While in theaggregateonly anestimated30
to 35 percentofthepotentialgroundwaterresourcesarebeingexploited,increasinglymoreareas
at regionalandlocal levelsarefacingascarcityof groundwaterfor domesticuses. In 144
districts in 10 states,groundwateris decliningbecausetherateofwithdrawalexceedstheannual
recharge(Aims Research,1996). Governmentagricultural subsidiesexacerbatethe situation by
encouraginggreaterwithdrawalsthanotherwise.Highly subsidizedelectricitytariffs and
favorable investmenttermsoffered for well constructionhaveledto anindiscriminateand
disproportionateabstractionof groundwaterfor irrigation. Withouta changein government
policy andintervention,thesituationis likely to deteriorateevenfurther.
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1.24. In HaryanaandPunjab,irrigationabsorbsalmostall ofthepotentialgroundwater,and
exploitationratesarealsohigh in Gujarat,Karnataka,Maharashtra,Rajasthan,Taniil Nadu,and
UttarPradesh.TheCentralGroundWaterBoardclassified6 percentofall administrativeblocks
as“dark” in 1995,meaningthatgroundwaterabstractionexceeds85 percentoftotal annual
recharge.This is anincreaseof34 percentoverthe 1991 estimateof4.5 percent,oranannual
averageof6.8 percent. Usingtheseestimatesasaroughapproximationoftheaffected
population,asmanyas37 million peoplewereaffectedin 1995,anincreaseof2.6 million
personseachyearsince1991. In 1994,theRajiv GandhiMissionfoundthat aseasonalor
permanentfall in thewatertablewasevidentin one-thirdofthehabitationssurveyed.This
clearlyhasserioussocial,fmancialandinstitutional implicationsfortherural supplyofdrinking
waler,especiallywherealternativesuppliesrequireamorecomplexandexpensivetechnology.

1.3. CONTRIBUTIONS OF AGENCIES OUTSIDE GOVERNMENT

Non-GovernmentalOrganizations -

1.25. NGOshaveplayedasignificantrole in theRWSSsectorin Indiaoverthepastthree
decades.Theyhaveexhibitedcomparativeadvantagesthatotherorganizationslack. These
includethecapacityto: (i) reachtherural poorandremoteareas;(ii) promotelocal
participation;(iii) operateatlow costs; and (iv) adaptandbeinnovativewhenneeded(Cemea,
1988). Theinitial involvementofNGOs in thesectorcamein thesixtieswith thefaminesin
Bihar(1964)andMaharashtra(1969),whenseveralNGOs(Action for FoodProduction
(AFPRO),Action for AgriculturalRenewal(AFARM), andothers)wereformedto provide
technicalservicesfor compressedair-drivendrilling for handpumps. In this earlyperiod,NOOs
functionedasdrilling contractorsto stategovernmentsanddonor-fmancedprograms.Theefforts
oftheseNGOsconvincedthedonorcommunityandthegovernmentto investin handpump
programsfor drinking water,especiallyin thechronicallydrought-proneareasofthecountry.
NUOslike SwisstecoandELC WaterDevelopmentProject,introducednewdrilling technologies
andintegrateddrilling activitieswith geophysicalsite investigations,yield testing,waterquality
testinganddatabanking. -

1.26. ThemajorityofNGOscontractedby thegovernmentcomeundertheumbrellaof the
Councilfor AdvancementofPeople’sAction andRuralTechnology(CAPART), because
governmentfinancialregulationsgenerallyprecludedirectcontractingofNGOs. CAPARThas
hadmixed experiencewith NGOs. On thepositiveside,NGOshavebeenableto penetrate
remoteareas,negotiatemorefavorabledrilling prices(becausetheyarenot encumberedby
governmentprocedures),selectsiteswithoutsuccumbingto localpressures,mobilize usersand
raisecontributions(Daw, 1996). Onthe lesspositiveside,mostNGOshavebeensmall-time
contractorswith no interestin workingwithpeople.Manyhavehadlittle technicalor
managementcapacityandhaveusedsubstandardmaterials,andin 1995CAPART black-listed
morethan500 NGOsfor substandardwork andfmancialirregularities. - - -

1.27. Today,NGOsareinvolvedin ruralwatersupplyactivitiesin severalstatesto varying
degreesdependingon theirpresence.Punjabhasvery fewNGOs,whereasMaharashtra,
Rajasthan,andUttarPradeshhaveaproliferationofNGOs,mostly inproduction-relatedfields.
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Themostsuccessfulinvolvementis within donor-assistedprojectswheretheinstitutionalcontext
is conducive,suchastheWorldBankfundedprojectin Kamataka. Therecentlycommenced
World Bank-assistedUttarPradeshRWSSproject,whichhasmajorNGOanduserinvolvement
aspects,is alsoworthwatching. In theseprojects,NGOshavebeenusedmostlyasan
intermediarybetweenthecommunityandthewateragency,facilitatingprojectactivitiesrelated
to communitymobilization,costsharing,healtheducation,andothernon-technicalactivities.
Othernoteworthyactivitiesarein theareaofwatersheddevelopment,whereNGOshavetakena
holistic approachto waterresourcesdevelopmentin areasasfar-flungasthe Gangeticdeltaof
WestBengalandtheHimalayanfoothills. Out ofadesireto developwaterresources,a large
numberofNGOsfoundedtheNationalAssociationfor WaterResourcesDevelopmentAgencies
(NAWDA) in 1982.

1.28. The Sholapurhandpumpwasdevelopedby anNGOandlater improvedto becomethe
IndiaMarkII handpump,oneof thebest,cheapest,andcertainlyoneofthemostcommonly
installedhandpumpsin theworld (Daw, 1996). Whenlarge-scalemanufactureoftheIndia
MarkII wascontemplated,NGOsmovedawayfromthemanufactureofhandpumpsand
concentratedinsteadonmaintenance.Subsequently,NGOsin Orissa,Rajasthan,andelsewhere
establishedone-,two-, andthree-tiermaintenancearrangements,aimedat decentralizing
maintenancecapability. NGOsparticipatedin theformationofusergroupsandtheprovisionof
trainingto village artisans.Today,29 independenthandpumpmaintenanceprojectswith the
activeinvolvementofNGOsaresupportedby UNICEF.

1.29. Recently,stategovernmentshavebeenturningto NGOsfor assistancein sanitation
delivery. Centralandstatesanitationstrategiesexplicitly call for NGO involvementin efforts to
createawarenessanddemandandto promotehealthandhygiene.However,with theexception
ofa fewsuccessstories,asin GujaratandWestBengal(in SafaiVidyalay,Ahmedabad,andin
Midnapur,undertheRamakrishnamission),mostsanitationprogramshavemetwith little
success.

1.30. TherelationsbetweengovernmentsandNGOsneedcloserreview. By andlarge,NGOs
arereluctantto work in governmentschemes,consideringgovernmentprocedurestoo
cumbersome.Thesesamereservationsextendto panchayatraj institutions,whichNGOs
considerto be inflexible adjunctsto stategovernments.Themostcommonproblemis thatthe
very qualitiesthatmakeNGOsattractiveto donors—theircapacityto organizeandworkwith
people—delaydisbursementandprojectdelivery. As aresult,manydonorsareexploring
possibilitiesfor allocatingonly theresponsibilityforhardware(i.e. technicalandconstruction
activities)to NGOs. IntheUttarPradeshRWSSprojectfundedby theWorld Bank, for instance,
thegovernmentagencyretainsa supervisoryanddisbursementrolethroughtheproject
managementunit but hasno directrolein servicedelivery. Servicesaredeliveredby support
organizations(NGOs,community-basedorganizationsandtheprivatesector)working in
partnershipwith communities. Thisprojectthoughshowinginitial promise,is just beginning,
andassessingtheefficacyoftheapproachwouldbepremature.However,suchanapproach
couldsucceedif theprojectmanagementunit supportsparticipatoryprojectsandcollaborative
decision-making,andif participatingNGOshavethecapacityandinterestto deliverservices,
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plusawillingnessto meetthefundingagency’srequirements(for anexampleofhowto assess
NGOsona sectoralorsub-sectoralbasis,seeWorld Bank, 1996b).

1.31. NGOscanprovideanalternativeto thepublicprovisionofservices,freeinggovernment
agenciesto concentrateon activitiesthattheycanandshoulddo, suchasformulatingwater
policy, definingcostrecoverymechanismsandestablishingwaterquality standards.NGOs,
however,maynot alwaysbe ableto undertakethesenewrolesevenif thepublic sectoragteesto
allow themto operate.Recommendationsfor greaterNGO involvementhavethereforeto be
madewith circumspection,realismandbasedon localNGO capabilities.

The PrivateSector

1.32. Privateinitiativescontinueto drivetheconstructionandmaintenanceoftraditionalopen
wellsandhouseholdlatrines. Nationwide,thenumberofprivatelyconstructedlatrinesis almost
twicethenumberconstructedthroughgovernmentprograms.Theprivatesectoris involvedin
thesupplyofmaterialsandconstructionand,to averyminorextent,maintenance.Private
consultingfirms (andNGOs)arealsoengagedon avery limited basisby statesectoragencies.
Althoughoperationsareperformedalmostexclusivelyby governmentagencies,privatesector
involvementin constructionundergovernmentcontractsconstitutesasubstantialpartof capital
investments.Procurementofmaterialsandconstruction servicesfrom privatefirms amountsto
morethantwo-thirdsofannualinvestmentin thesector.

1.33. Borewelldrilling andhandpumpinstallationhavebeendominatedby statewater
agencies.However,theprivatesectorhasbeeninvolvedin groundwaterdevelopment,anda
hugenetworkofprivatedrilling contractorshasbeenmeetingthelargedemandfor irrigation
tubewells.Qualifiedprivatedrilling contractorsshouldbemoreinvolved in thefuture,andthe
governmentshouldfocusongroundwaterinvestigationsandonmonitoringthequantityand
qualityofwater.

1.34. Theprivatesector’sinvolvementin operationsandmaintenanceis still very limited.
Maintenanceofinstallationsis consideredagovernmentresponsibilityandgenerallyis financed
from centralandstategovernmentallocations.Preventivemaintenancehasbeenneglected,and
repairshavebeencarriedout by governmentagencies.Local privatecontractorsareaviable
alternativeto thepublic agenciesandalreadyhaveapresencein rural areas.Localprivate
mechanicsfor instance,providemaintainanceandrepairservicesfor farmers’irrigation
tubewells. In line with thetransferofresponsibilityandownershipofschemesto local
administrationsandusercommunities,grampanchayatsandvillagewatersupplycommittees
mustbestrengthenedsothattheycanrequestandselectmaintenanceandrepairservicesas
needed,eitherfrom governmentagenciesor from locally qualifiedprivatecontractors.

1.35. For regionalschemes,operations,maintenanceandmanagementaretypically undertaken
by stateagencies,thoughoperationsandmaintenancearenot theirprimaryresponsibility. This
is reflectedin theallocationofbothfunds andstaff. Thebenefitsofpropermaintenanceareless
visibleandtangiblethanthoseof constructingnewschemes.Regionalschemesareexpectedto
becomemorecommonin thefutureandalternativesto thepresent,often inefficient, systemof
managementshouldbe considered.
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1.36. Althoughconsultingfirms haverarelybeenused,theycouldplayarole in RWSS.
Relevantskills andresourcesfromuniversities,researchinstitutes,andNGOscouldsupplement
orevensubstitutethecurrentfunctionsofpublic agencies.An entrypoint couldbemulti-
disciplinaryfields—management,communityparticipation,andruralwatersupply integrated
with sanitationandhealtheducation—inwhichgovernmentagenciesdo nothavein-house
capacity.Moreinvestmentis alsoneededin stafftrainingandthesupplyofspareparts. Instead
ofbuildingup this capacityin-house,it would generallybe morecost-andtime-effectiveto
utilize the servicesofprivateconsultancyfirms. Privatestakeholders—contractors,mechanics,
masonssuppliersandconsultants—shouldbe encouragedto exploretheopportunitiesfor
participationin RWSSservices,enablinggovernmentagenciesto concentrateon strengthening
thelegislativeandregulatoryframework,policy making,overall sectorplanning,andmonitoring
andevaluation.

External DevelopmentAgencies -

1.37. Severalexternalmultilateralandbilateralagenciesprovideassistanceto theRWSSsector
in India. Theprincipal externalsupportagenciesincludethebilateralagenciesofth~
Netherlands,Denmark,Germany(KfW), andtheUnitedKingdom(Dept.for Int’l Development,
formerlythe OverseasDevelopmentAgency) andmultilateralssuchastheWorld Bank,UNDP,
UNICEF andtheEuropeanUnion. Externaldonorassistanceacceleratedatthebeginningof the
InternationalDrinking WaterandSanitationDecade,andduringthat perioddonorassistance
accountedfor almost6 percentoftotal sectorinvestment.Today developmentassistance
constitutesonly halfthatlevel.

1.38. Accordingto informationfrom theRajiv GandhiNationalDrinking WaterMission(GOl,
1994a) 12 stateshavereceiveddonorsupport,with loans fromtheWorldBankandKfW
constitutingmorethanhalfof all fmancialassistanceto thesector. Approximately75 percentof
theexternalfinancialresourceshavebeenallocatedto projectsorprogramsin fourofthe 12
statesreceivingassistance:Kamataka,Maharashtra,Rajasthan,andUttar Pradesh.The
developmentoftheassistanceprovidedby themajorbilateralandmultilateraldonorsis outlined
only briefly here.

1.39. Thecentralgovernmenthasput forwardthreeconsiderationsfor donors’regardingtheir
assistanceto India’sRWSSsector: (i) ruralwatersupplyandsanitationshouldbeconsideredas
partofthesocialratherthanproductivesector,(ii) allocationsto thesectorshouldbeincreased,
and(iii) assistanceshould shifttowardnationalprogramsfocusingon institutionalcapacity
buildingat all levels(Narayan,1995). Themainrole ofexternalsupportagencies,however,has
beento providedemonstrationandexperimentationattheprojectlevel. Until now,most
agencieshaveperformedthisrole, with variationsin thedegreeto whichtheyhavefollowed
governmentpoliciesor experimentedwith newapproaches.Especiallyrecently,mostdonor-
assistedprojectshaveemphasizedinnovativefeaturesasconditionsfor lending,suchasuser
participation,costsharingandcostrecovery.Theyhavealsoadoptedanintegrateddemand-
orientedapproachto sectoroperations.A fundamentalobjectivefor recentBank-assisted
projects,for instance,is to makelocal institutionsandcommunitiesresponsiblefor watersupply
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andenvironmentalsanitationby adoptinganintegrateddemand-orientedapproachwith
communityparticipation,capitalcostsharingandcostrecoveryasbasiccomponents.

1.40. UNICEF hasbeenactivein Indiasincethelate 1950sand,with field staffin 10 states,
hasthemoststaff involvedin theRWSSsector. In thepast,UNICEF provideddrilling rigsand
hardwarefor theextensivehandpumpprograms. It nowfocusesoncommunitydevelopment
activities. Today,UNICEF playsamajorrole in advocatingpolicy developmentandreform, and
servesasanintermediarybetweenNGOsandthe centralandstategovernments.It also supports
abroadrangeofpilot activitiesthat servemajordemonstrationobjectives. UNICEF’s
comparativeadvantagesincludeits longpresencein Indiaandthecontinuityof its program.

1.41. UNICEF supportsone ofthemostsustainablealternatedelivery systemsfor sanitation.
In WestBengal,the“MidnapurModel” hasestablishedrural sanitarymarts—anetworkof
privateproductioncentersandretailoutletsfor sanitationproducts,coupledwith publicity and
socialmarketing(seeBox 1.2). Thestrategyis afirst stepin theshift awayfrom a subsidized
governmentprogram. Theapproachis to havetheprivatesectorcreateretail marketingoutlets
that offer awiderangeofsanitationproducts,includingapackagefor thepromotionofpersonal
hygienepractices.TheMidnapurprojectis basedon thefollowing key underlyingassumptions:
(i) resourcesfor constructionhaveto comefromtheusersthemselves;(ii) theemphasisis placed
onadvocacyto createdemandfor services;(iii) a focalpointpervillageto serveasaresponsive
repositoryofinformationandliaison; and(iv) substantialresourcesareto beinvestedin
training. Bothtechnicalandorganizationalormotivationaltrainingwereenvisaged,focusingon
orientationtraining for youthclubs,panchayatmembersandvillage leaders.Trainingwasalso
providedto village masons,drilling mistries,andwomencaretakersofhandpumps(seeBox
1.3). TheMidnapurcasedemonstratesthat with sufficientpromotion,eventhepoorcanfinance
theirown latrines. Thecentralgovernmenthasexpressedinterestin this approach,andsome
states(suchasUttarPradesh)havealreadyadoptedit.

Box 1.2. Sanitation Villages and Sanitation Gram Panchayats

In Midnapur,WestBengal,theIntegratedSanitationProjectis changingthe habits of peoplefrom open
defecationto useofsanitarylatrines(RWSG-SAIUNICEF,IntegratedSanitationProjectMidnapur,
CASELET2 DjsseminationNotes). Projectplannerssoughtto createawarenessandthenpresenteda
rangeof technicaloptions from which tochoose,enablingpeopleto makeinformedchoices. Subsequent
arrangementsweremadeforproducing, deliveringandinstallinghardware,andforcateringto
administrativeandaccountingrequirements.No subsidieswere envisagedor provided, evenfor the poor.

Today, 127 villages and3 grampanchayatsin Midnapurarefully coveredwith householdlatrinesand
declaredtobe sanitationvillages andsanitationgrainpanchayats.This is amatterofextremepridefor
them. An anecdotalreportindicatesthat parentswouldpreferto give theirdaughtersin marriageto such
villages.
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Box 1.3. Women Masons

1.42. TheHousingandUrbanDevelopmentCorporation(HUDCO), whichsupportsthe
constructionof sanitarylatrinesaspartof its urbanhousingprogram,is proposingto setup a
networkof district intermediatetechnologycenters,to produceconstructionmaterialsandtrain
masonsandotherskilledpersons.Thesewill beexpandedin timeto eachblock. Inthe context
of initial privatesectorreluctance,thesecenterscouldproduceandsupply arangeof low-costto
more-expensiveoptionskeepingin view thepossibilityoffunctionalupgrades.With assistance
from UNICEF, varioustypesoflatrinescostingfrom Rs. 300 to Rs. 3,600havebeendeveloped.
HUDCO viasoft loans,couldfurtherassistin settingup privatesectororNGO-operatedsanitary
marts,completewith marketingandpublicity.

1.43. Supportfrom DenmarkandtheNetherlandsto theRWSSsectorin Indiadatefrom the
early 1970s,initially focusedmainlyon technicalsupportto identify problemsanddevelop
solutionson apilot basis. Sincethemid-1980sprojectshavebeendirectedtowardsustainable
developmentandinterventions,with anemphasison non-technicalaspectssuchascommunity
involvement,costrecovery,healtheducationandinstitutionalbuilding. Recentpledgesof
Danishassistanceto integratedRWSSprogramsin KarnatakaandTamil Nadu,for instance,
compriseprogramsthat emphasizebothademand-drivenapproachandinstitutional
strengthening,with involvementof communitiesin all stagesofprojectimplementation
(includingcostsharingandcostrecovery).

1.44. Theimpactofdonorassistanceon thepolicy, strategyandapproachofthecentraland
stategovernmentsis uneven.While progresson strategyandapproachatthe statelevelhasbeen
limited, it is clearthatexternalassistanceon projectbasesandfor policy strengtheninghave
influencedthedevelopmentofthecomprehensivepolicy statementspresentedin theEighthFive-
YearPlan. Othermorediscreteimpactshavebeenachieved.In Karnataka,theDanish-assisted
RWSSprojectresultedin agovernmentorderenforcinga250-meterzoneto protectwells
containingdrinkingwater. UNICEF’s developmentofhandpumptechnologyandmarketing
resultedin broadadoptionoftheIndia MarkII handpumpasthenationalstandard.In Kerala,
theDutchandDanish-assistedprojectdevelopedaneffectiveandworkableapproachanda

In KeralaandIndiaasawhole,manypoorwomenwork asunskilledlaborersin theconstructionindustry,
while menwork as skilled masons(Kurt et.aL, 1996). Whentherural sanitationprogramin Keralabegan
with assistancefrom Danidaandthe Dutch,thelackoflocal masonsslowedthepaceofthe program.
Unskilledruralwomenfrom two panchayatswereselectedto learnmasonry. Training focusednotonly on
constructionbut alsoon financialmanagementandcooperativework. Thewomenproceededto prove
theircapabilityin making cementbricks,constructing double-pit latrines, andgenerally extendingtheir
expertiseinto building construction.

In 1994,womenmasonsconstructedmorethan1,000latrinesandproducedmore than 25,000bricks. In
thewordsof a40-year-oldparticipantof theprogram,“I wasvery puzzledandreluctant,anddoubtedthe
ability ofthewomenwhenI first sawthem. Oncethework wasoverandfoundto bereally well done,I
breathedwith ease.Nowadayswhenthewomenmasonsvisit anyareaswheretheyareworking, theyare
consideredandtreatedasimportantpersons.”
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detailedmethodologyfor deliveringsanitation.Low-cost sanitationis nowapriority in local
developmentplans,with 15—20 percentof incomeearmarkedfor sanitation.

1.45. Theexperiencegainedfrom almostall donor-assistedprojectsshowstheimportanceof
emphasizingcapacitybuilding of stakeholdersandotheractorsin the sector. However,changing
from assistancefor individual projectsto long-termsupportfor institution strengtheninghasnot
beenfirmly establishedamongsingledonors,with thepossibleexceptionofUNICEF. In India,
amajorconstraintis the limited financialrole—andlimited leverage—ofdonors.
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2. INSTITUTIONAL FRAMEWORK AN]) SUSTAINABILITY

2.1. TheinstitutionalstructureofRWSSin Indiais a complexone. It involvesmany
institutionsatnational,stateandlocal levels,oftenwith unclearoroverlappingresponsibilities.
Sectorinstitutionsaretypically overstaffedandunderskilled,whichhampersthemfrom
effectivelycarryingout theirresponsibilities.Thoughin a fewcasesin somestatesuser
communitiesandtheprivatesectorareinvolvedto adegreein decisionmakingand
implementation,thenorm is oneofpublic sectordominance(athigherlevelsofgovernment,i.e.
stateandto someextentnationalratherthanlocal administrations)andthepresenceofasupply-
drivenapproach.Thecurrentinstitutional arrangementsarewidely acceptedasinadequateto
addresstheneedsofusercommunities; however,onlypartial reformshavebeenidentifiedto
dateto resolvetheconstraints.Experienceinternationallyaswell asin pilot projectsin India
demonstratethat bettercoverageoftheruralpopulation,andimprovedquality ofservice,canbe
achievedat lower costthroughdemand-orientedapproachesandinvolvementofuser
communitiesin sectoraldecisionmaking, fmancingandimplementation.Thechallengeis to
establishthearrangementsthat will enablesuchapproachesto emerge.Thesewill inevitably
entailadevolutionofresponsibilitiesto localgovernmentsandcommunities.

2.1. ROLE AND EFFECTIVENESS OF GOVERNMENTAGENCIES

National Level

2.2. At nationallevel, theRajiv GandhiNationalDrinking WaterMission(hereafterRajiv
GandhiMissionorRGNDWM) formulatesguidingpolicy, setsstandards,andprovidesfunds
andtechnicalassistanceto thestates. It allocatesfundsundertheAcceleratedRuralWater
SupplyProgram(ARWSP)representingabout40 percentoftotal governmentfinancingto the
RWSSsector,andsupervisestheCentralRural SanitationProgrammerepresenting30 percentof
total RWSSfinancing. Despiteits prominentrole,theRajiv GandhiMissionfacesseveral
constraintsin fuffilling its mandateandapplyingleverageconsistentwith its financialclout.

2.3. First, theRajiv GandhiMissionhashadlimited influenceto ensureconsistencyofstate
policiesandstrategieswith thenationalpolicy. Regardingforinstance,onecomponentofthe
nationalstrategy,InformationEducationCommunication(IEC) strategyforundertakingpublic
awarenesscampaigns,no statehasyet implementedanintegratedandparticipatorysystemof
rural waterservicedeliverynorconstitutedIEC cellswithin thestatewateragencies.Because
provision ofcentral fundsto the statesis not contingenton adoption ofthesestrategies,target-
drivennormscontinueto dictatewatersupplyimplementation,andlatrinesareconstructed
withoutregardto creatingawarenessoftheirbenefitsormonitoringactualuse. In thecaseof
latrines,subsidieshave weakenedthe initiatives in demand-drivensanitationprograms suchas in
Midnapur,West Bengal, that hadsuccessfullypursuedastrategydevoidofsubsidies.

2.4. Second,theRajiv GandhiMissionitself, in allocatingfundsin thepast,placedpriority on
coveragetargetsover andabovesustainabiityofeither the installation or the source(seeGOl,
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1994a). TheMissionsetthetargetto cover3,000non-coveredvillagesand 150,000partially-
coveredvillagesincludinghamletsby theEighth Five-YearPlan,providingatleastonespot
sourceper250personswithin a distanceof 1.6kilometers.An additionalobjectivewasthe
eradicationofall guineawormproblems. Thelatterobjectivehasbeenachieved,but a
staggeringnumberofnot-coveredandpartially-coveredvillagesarestill without minimum
coverage.

2.5 This relatesto athird aspect,which is thekeymonitoringroleplayedby theRajiv Gandhi
Mission. Themethodologyadoptedfor determiningcoverageby safewaterhasbeenquestioned
by themissionitself. Sanitationcoveragehaslikewisebeenquestioned,becausethemission
monitorsperformanceonly undertheCentralRuralSanitationProgrammeandto someextentthe
Minimum NeedsProgramme,althoughlatrinesarebeingconstructedunderseveralother
governmentprogramsaswell asunderdonor-assistedprograms.Gi~’enthepracticaldifficulties
ofhavinganationalagencyin chargeofmonitoringatthefield level (theRajiv GandhiMission
cannotassessthenumberoflatrinesconstructedwithout subsidies),theMissionrecently
recommendeddevisingadecentralizedsystemofmonitoringthroughpanchayatraj institutions
(GOI, 1996).

2.6 Fourth,giventhesizeofthecountryandthediversity of issuesconfrontingeachstate,a
singleprofessionalcoveringseveralstates,asis presentlythecaseat theMission,cando little
morethancommunicatesporadicallywith thestate-levelengineeringdepartments.At present,
corestaffhavemainly technicalbackgrounds,andtwo consultantshavebeenhired,onefor
humanresourcedevelopmentactivitiesandonefor informationeducationcommunication
activities. Thereis currentlyno in-housecapacityto operationalizetheapproachrecommended
in theEighth andNinth Five-YearPlansorprovideguidanceto stateson thereformprogram. At
thesametime, insufficientusehasbeenmadeofuniversitiesandtheprivatesectorto meetskills
needs,exceptfor thehiring ofa fewshort-termconsultantsin specializedareas.

2.7. A fifth andunfortunatelacunais the lackofintersectoralcoordinationatthenational
level. Severalcross-cuttingissues(pollution ofdrinking watersourcesandoverexploitationof
groundwater,in particular)warrantbettercoordinationwith theMinistriesof WaterResources,
ForestsandEnvironment,andUrbanAffairs andEmployment. Neithertheproposed
coordinatingcommittee,northeproposedinteractionbetweenthe CentralGroundWaterBoard
andtheHealthMinistry for waterquality surveillance,hasmaterialized.Thestateadvisory
bodieshavebeenconstitutedbuthavenotgonebeyondroutinemonitoringandprocedural
trouble-shooting,while districtcoordinatingbodieshaveservedonly asconduitsfor central
funds (GOl, 1994a).

2.8 TodaytheRajiv GandhiMissionis reviewingits role andattemptingto reformulateits
presencealongthelinesofacenterofexcellence,to disseminatefmdingson: operationsand
maintenance;waterquality; humanresourcesdevelopment;information,educationand
communication;fmancingandcostrecovery; technologyoptions; researchanddevelopment;
waterresourcesmanagement;andhealtheducation.As such,theRajiv GandhiMissionis
evolving into anappliedresearch-cum-informationestablishmentcapableofculling outand
disseminatingtechnologicalandinstitutionalbestpractices. It shouldbeginto takeadecisive
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role in pushingstatesto adoptthesectoralreformpoliciesidentifiedin theEighth andNinth
Five-YearPlansandin thisjoint GOl-WoridBankstrategydocument.Mere directivesfrom the
centerareapoorsourceofpolicy changes.To thisend,thecentershouldbeginto usefinancial
conditionalitiesto motivateandsupportthestatesto implementtherequiredreforms(refer
Chapter3).

State Level

2.9. Stateshaveprimaryresponsibilityfor provisionofwatersupplyto communities.
Typically therearetwo typesof state-levelinstitutionswhich implementruralwatersupply
programs:apublic healthengineeringdepartmentunderdirectcontrolofthestategovernment;
andanautonomouswatersupplyandsanitationboard. With theexceptionofsomeofthenorth-
easternstatesandunionterritories,whichhaveeitherpublic worksdepartmentsor irrigation
departmentshandlingrural watersupply,moststateshaveseparatepublic healthengineering
departmentschargedwith planning,investigationanddesign.

2.10. In somestates(suchasGujarat,Kerala,MaharashtraandTamil Nadu)the WSSBoards
havebeenconstitutedto handleurbanandruralwater(andonestate,Uttar Pradesh,formeda
corporation),following the ThirdFive-YearPlanrecommendationto form statutorywaterand
sewerageboards.Theseautonomousbodieswereempoweredto negotiateloans,investigateand
designworks,andsuperviseconstructionofworks. Thoughtheyareseparateandautonomous
entities,theboardsaresubjectto stateinterventionon costrecoveryandpersonnelmanagement
issues.Financingis overwhelminglyfrom thestategovernment:forrural schemes,all capital
costsanda substantialshareof recurrentcostsarecoveredby stategrants; forurbanschemes,
local administrationsarerequiredto reimbursetheboardsforthecostofpreliminary
investigationsaswell as12—15 percentfor thecostofdesignandsupervision,with shortfallson
recurrentcostsborneby thestate.

2.11. With therecentmovetowarddecentralization,amix ofagencieshaveevolved,including
statepublichealthengineeringdepartments,stateboardsanddistrictengineeringagencies.The
institutionalarrangementsin 13 statesarepresentedin Table2.1. In eachagency,functional
responsibilityis ascribedaccordingto thenatureofthewatersource(surfaceorgroundwater),
thetypeofschemeortechnology(handpumporpowerpump),thefunctionperformed
(investigationsanddrilling, constructionor operationsandmaintenance),andlocation(urbanor
rural). In somestates,suchasMaharashtra,theorganizationalmatrix is complicated. The
GroundwaterSurveyandDevelopmentAgencyis responsiblefor handpumpprograms,the
MaharashtraWaterSupplyandSanitationBoardis responsiblefor pipedwatersupply,the
district is responsiblefor operatingandmaintainingall drinkingwaterinstallations,andthe
IrrigationDepartmentis responsiblefor drinking watersourcesdownstreamofcommandareas.

2.12. Despitethe apparentorganizationalcomplexity,thenationaltrendis to decentralize
capitalinvestmentresponsibilitiesto zilla parishadengineeringdepartmentsatdistrictandblock
levels,andoperationsandmaintenanceactivitiesto districtand,in manycases,grampanchayat
levels. In KamatakathestatePublicHealthEngineeringDepartment(PHED) consolidates,
reviewsandmakesrecommendationson all watersupplyprogramsandis responsiblefor
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providingmonitoringandtechnicalsupportto thedistrictengineeringdivisionsthat implement
theschemes.ThePFIEDalsoprovidesdrilling servicesto thedistrict,while thegrampanchayats
areresponsiblefor operationsandmaintenance.AndhraPradeshis theonly statein which water
supplyandsanitationis theexclusiveresponsibilityofthePanchayatRaj Engineering
Departmentwithouttechnicaloversightby thestate-widebody.

Table2.1. FunctionalResponsibilitiesof RuralWaterSupplyAgenciesin India,by State

State Keyagencies RuralwatersupplyJunctionalresponsibilities

AndhraPradesh

Assam

Gujarat
Haryana

Karnataka

Kerala

MadhyaPradesh

Maharashtra

Punjab

Rajasthan

Tamil Nadu

Utter Pradesh

WestBengal

PanchayatRaj EngineeringDepartment

PublicHealthEngineeringDepartment

Water Supply andSewerageBoard
Public Health Engineering Department

Zilla PanchayatEngineering Department
Panchayatraj institutions
WaterAuthority

PublicHealthEngineeringDepartment

WaterSupplyand SewerageBoard

GroundwaterSurveyandDevelopmentAgency
(RuralDevelopmentDepartment)
Panchayatraj institutions
PublicHealthEngineeringDepartment

WaterSupplyand SewerageBoard
PublicHealthEngineeringDepartment

Panchayatraj institutions

WaterSupply and Drainage Board

Panchayatraj institutions
Jal Nigam Corporation

Jal Sansthan(District Engineering Section—
Garwahl,Kumaon,Jansiregions)
PublicHealthEngineeringDepartment
Panchayatraj institutions

Investigation,design,execution,operations,and
maintenance
Jnvestigation,design,execution,operations,and
maintenance
Investigation,design,andexecution
Investigation,design,execution,operations,and
maintenance
Investigation,design,andexecution
Operationsandmaintenance
Investigation,design,execution,operations,and
maintenance
Investigation,design,execution,operations,and
maintenance
Investigation,design,andexecution(regional
schemes,village schemesservingmorethan
2,000persons)
Investigation,design,andexecution(village
schemesservingmorethan2,000persons)
Operationsandmaintenance
Investigation,design,execution,operations,and
maintenance
Investigation,design,andtechnicalsanctioning
Execution,operations,maintenance,and
regional schemes
Operations,maintenanceandspot-source
schemes
Investigation,design,execution,operations,and
maintenancetechnicalassistance
Operationsandmaintenance
Investigation,design,execution(for all
regions),operations,andmaintenance(for
regionsnotcoveredby JalSansthan)
Operationsandmaintenance(for specified
regionsonly)
Investigation,design,andexecution
Operationsandmaintenance

Source: Ghoshet.al., 1995.

Local Level

2.13. Grampanchayatsarethelowesttier in the local administrativeframeworkandmaybe
responsiblefor oneormorevillagesorhabitations. Thereareapproximately250,000gram
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panchayatsin India,eachofwhichservesan averagepopulationof5,000. Grampanchayats,
however,vary substantiallyin sizefrom stateto state.In KeralaandWestBengal,gram
panchayatsareextremelylarge,with an averagepopulationof21,600and 14,800,respectively.
In contrast,in ArunachalPradeshtheyarequite small, with anaveragepopulationof 700
(Oommenet. al., 1996). Table2.2 providesthenumberandaveragepopulationofIndia’s
districts,blocks, andgrampanchayatsby state.

Table 2.2. Numberand AveragePopulation by StateAdministrative Unit

Stateor
Rural

population
Number Averagepopulation

Gram Gram
unionterritory (millions) District Block panchayat District Block panchayat

AndhraPradesh 48.6 22 1,100 20,244 2,210,000 44,200 2,400
ArunachalPradesh 0.8 12 79 1,158 62,800 9,500 700
Assam 19.9 23 199 2,486 866,300 100,100 8,000
Goa 0.7 2 183 345,000 3,800
Gujarat 27.1 19 183 13,256 1,424,400 147,900 2,000
Haryana 12.4 16 110 5,958 775,500 112,800 2,100
HimachalPradesh 4.7 12 72 2,921 393,500 65,600 1,600
Karnataka 31.1 20 175 5,641 1,553,400 177,500 5,500
Kerala 21.4 14 152 990 1,529,900 140,900 21,600
MadhyaPradesh 50.8 45 459 30,922 1,129,800 110,700 1,600
Maharashtra 48.4 29 297 26,894 1,668,900 162,900 1,800
Mariipur 1.3 3 9 166 443,800 147,900 8,000
Punjab 14.3 14 136 11,591 1,020,600 105,000 1,200
Rajasthan 33.9 31 237 9,185 1,094,800 143,200 3,700
Sikkim 0.4 4 ~‘ 148 92,400 t 2,500
Tripura 2.3 3 16 525 778,500 145,900 4,400
UttarPradesh 111.5 66 901 58,605 1,689,400 123,700 1,900
WestBengal 49.4 17 340 3,325 2,904,100 145,200 14,800
Andaman and 0.2 1 n.a. 67 2,100 n.a. 3,100
Nicobar
D andN Haveli 0.1 — — — — — —

DamamandDiu 0.1 — — —• — — —

Total average 25.2 19 419 10,224 1,051,853 138,267 4,774
* Two-tierpanchayat(district andgrampanchayat).

—Not available.
Source: Instituteof SocialScience,DataBaseandInformationSystem,NewDelhi.

2.14. Grampanchayatshavethepowerto makeby-lawsandconstitutestatutorybodieswith
responsibilityforhandlinggovernmentfunds,collectingrevenueanddelegatingresponsibilities.
Thisprovidesanopportunityfor developingaworkingrelationshipbetweentheelectedbodyof
localgovernmentanduser committeesor societies.Although, in principle,democratic
representationwouldensurecommunityparticipation,in realityanumberofproblemsmustbe
addressed.Realcommunityparticipationin decisionmakingrequiresthatthe localcommunity
beactiveandinformedsoit canmonitorandinfluencewhatthe local governmentis doing.
Especiallywhenthe local governmentis in anascentstate,severalissuesneedto be addressed.
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2.15. First, thePanchayatRaj Act is beingimplementedslowly, becauseit is subjectto
political negotiationsin thestates.Despitetheprovisionsfor includingweakersegmentsofthe
community,socialandculturalfactorsoftenrestrictthevoiceandrole ofscheduledcastes,
scheduledtribesandwomenin local decisionmaking. Second,thePanchayatRaj Actbrings
partypoliticsdownto thecommunitylevel. Polarizationandfactionalismmakebroader
communityparticipationdifficult to attainandweakenthecredibility ofmanygrampanchayats.
In theWorld Bank-assistedUttarPradeshRWSSproject,only two out of90 village waterand
sanitationcommitteeschosetheheadofthe grampanchayatastheirchair. Third, therulesand
regulationsofthePanchayatRaj Act do not automaticallyensuretheinvolvementofall
stakeholders,particularlyrural women.

2.16. Theblock is the intermediatetier in the local administrationframework. Althoughblocks
did not existin all statesprior to the73rdamendment,theyarecurrentlybeingestablished
nationwide. At present,thereareapproximately5,000block-leveladministrationsnationally,
eachofwhich is responsiblefor anaveragepopulationof 120,000. While blocksin thevast
majority ofstatesserveapopulationrangingbetween100,000and 150,000,in afewstates,
namelyAndhraPradeshandArunachalPradesh,theyserveonly 44,200and9,500, respectively
(Oommenet.al., 1996). Thedistrict is thetoptierof localgovernment.Thereareapproximately
500 districtsnationally, servinganaveragepopulationofjustover 1 million. Districtsvary
between2,100personsin AndamanandNicobar,62,800in ArunachalPradesh,and2.9 million
in WestBengal(Oommenet. al., 1996).

2.17. Developingandstrengtheningthepanchayatraj institutionsanddevelopingrural areas
throughlocal governmentarecornerstonesofIndia’s currentpolicy. Initially, panchayatraj
institutionswereseenasvehiclesforpromotingdemocracyat thegrassrootslevel. However,as
macroplanningstrategiesfailedto addressdevelopmentalneedsacrossregions,sectorsand
economicallydifferent sectionsof thepopulation,panchayatraj institutionscameto beseenas
vehiclesforprovidingmoreequitablelocal planningandareadevelopment.In 1978,theMehta
Commissionrecommendedatwo-tierstructure,including thedistrictandthemandalpanchayat,
whichwould representaclusterofvillageswithapopulationrangingbetween20,000and
30,000. Thecommissionalsorecommendedmakingthedistrict theprimaryunitof local
government,wherepanchayatelectionsatbothlevelswouldencouragetheofficial participation
ofall political parties.Threestates,AndhraPradesh,Karnataka,andWestBengal,took stepsto
revitalizetheirpanchayatraj institutionsaccordingly.

2.18. Constitutionalamendmentswereproposedin 1989and1990to establishlocal
governmentsasthethird tierof governmentnationwide.Neitheroftheseamendmentswas
passed.In December1992,however,Congressfmallypassedthe73rdand74th amendmentsto
thePanchayatRaj ConstitutionAct. The73rdamendment,whichaddressedrural panchayats,
proposedathree-tiersystemofpanchayatraj institutions: zilla parishadsatthe district level;
talukpanchayatsat theblocklevel (althoughin somestatesblock andtaluksarenotcompletely
coincident); andgrampanchayatsat the level ofafewvillages. The74thamendment,which
addressedurbanpanchayats,proposedestablishinga corporationat thestatelevel constitutedby
municipalities,which in turnshouldbeconstitutedby nagarpanchayatsasthelowesttier.
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2.19. Oneofthemostimportantprovisionsoftheamendmentswasthedelegationofpower
andresponsibilityto thepanchayatraj institutionswithin thefederalstructureoftheConstitution.
Statelegislatureswereempoweredto providethepanchayatraj institutionswith thepowerand
authoritynecessaryto enablethemto functionasinstitutionsof local government.
Responsibilitiesdelegatedunderthe 11thscheduleoftheconstitutionincludeoverall
responsibilityfor thepreparationandimplementationofplansfor economicdevelopmentand
socialjustice. In rural areas,29 subjectswereaddedto thejurisdictionofpanchayats,including
responsibilityfor drinkingwater,minorirrigation, watermanagementandwatershed
development.

2.20. Underarticle243 (1), thestatemustconstitutea fmancecommissionto reviewand
recommendmeasuresfor improvingthefinancialpositionofpanchayatraj institutionsand
enablingthemto dischargetheirresponsibilities.Financecommissionsareexpectedto
recommendanappropriatelevel ofgrant-in-aid,which is to be providedby boththecentraland
stateadministrations.This will supplementtheexisting fundsreceivedfrom bothcentraland
stategovernmentsin conjunctionwith ongoingrural developmentschemes.Moreover,the
panchayatraj institutionsareauthorizedto levy andcollecttaxes,dutiesandadministrativefees.

2.21 To date,thePanchayatRaj Act hasbeenappliedinconsistentlyacrossstates. While some
stateshaveadoptedits principlesin theirentirety,otherstateshaveignoredeventhemajor
recommendations.Despitethis variation,all stateshavepassedthelegislationneededto
implementtheamendments.All but threestateshaveconductedelectionsfortheirpanchayatraj
institutions.

2.2. ASSESSMENTOF iNSTITUTIONAL PERFORMANCE

Planning

2.22. Planningin Indiacurrently involvesdesigningprogramsthatmeetcoveragetargetsbased
on thegovernment’snormsof40 litres percapitaperday (lpcd) ofsafewater. With the
assistanceofdistrict level agencies,thestatewateragency(eitherthepublichealthengineering
departmentorthewaterboard)compilesa list ofvillagesclassifiedas‘not covered’,‘partially
covered’or ‘fully covered’. Villagesthatarenot coveredor areconsideredproblemvillages
receivefirst priority in theannualplans,whilepartiallycoveredvillagesreceivesecondpriority.
This classificationprocessandits utilization arenotwithoutimperfections.During theEighth
Five YearPlan,for instance,75,782not-coveredand332,454partially-coveredhabitationsdid
not receivetheminimumsupplyofwater. TheNinth Five-YearPlanproposesto coverall
uncoveredhabitationsby 1997—98andall partially-coveredhabitationsby 2000.

2.23. Thepersistenceofvillagesthatarenot coveredor partiallycoveredcouldbe explainedby
a planningprocesswhich,, ascurrentlyimplemented,overlookstheneedto provisionfor
maintenance,rehabilitationandrejuvenationof existing facilities. Thenotcoveredcategory
includesvillageswhereschemeshavefallen into disrepair,thusqualifyingthemfor new
construction.Poorassessmentmaymean,for instance,thatcostlypipedwateris providedto
communitieswhoseexisting systemswould needonly minimuminputsto makethemsanitary,
while remoteandpoorareascontinuewithoutservice. Moreover,coverageis providedprimarily
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to mainhabitationswhile outlying hamlets,whichgenerallyhousepoorerandlow-caste
populations,areeithernotcoveredorpoorly covered. A documentedcasestudy is thatofeastern
UttarPradesh(Pant,1996).

2.24. At present,planningis supply-drivenandneithertakesinto accountuserpreferences(and
ability to pay)for different levelsofservice,norprovisionsfor possiblefuturedemandarising
from higherincomesandexpectations.Thelackof demandorientationconstrainssystem
performanceandaggravatesalreadyinadequateservicedelivery to thepoor. In statessuchas
Kerala,MaharashtraandPunjabfor instance,severeunder-estimationofdemandfor private
connectionshascausedtechnicalproblemsasincreasinglymorebetter-offhouseholdstap
ifiegally into theunder-designedsystems.By drawingonwaterfor higherpercapitauselevels,
thesehouseholdscurtailquantitiesavailableto poorerhouseholdsattheendofthepipeline.

2.25. At theblock level theassistantexecutiveengineerprovidesthefirst inputsforplanning
by verifying installationsin thefield andthenapplyingapopulationcriterionto determinethe
levelofservicefor any onevillageorhamlet. Forexample,ahabitationwith morethan500
personsmightqualify for asmall powerpumpscheme,while apopulationofmorethan1,000
might qualify for apipedwaterschemewith standposts.Thisaccountingis limited to public
sources.This assessmentis thentranslatedintoaproposalfor aneworaugmentedschemewith
associatedcosts,which is thenpassedto theexecutiveorsuperintendingengineerfor
administrativeapproval.At this point, fmancialandtechnicalconsiderationstakeoverthe
planningprQcess.

2.26. This approachhasseveralconstraints. Perhapsthemostimportantis thatit only assesses
governmentinstallations,eventhoughprivateandtraditionalwells mayconstitutetheprimary
sourceof drinking water. Second,it is inflexibleanddoesnot lenditselfto theconsiderationof
alternativeor appropriatedesigns. Third, it doesnot integratewater supplywith environmental
sanitation.Lastly, it hasno latitudeto accommodatethe demandsof users.Theseconstraintsare
dueto theoverridingstrategywhichbasesplanningon strictly followedwatersupplynorms.

2.27. Despiterecommendationsfor integrationofwatersupplyandsanitation,separateand
distinctprogramfundingmakesit difficult for integrationto beachieved. Centralfundingis
throughtheARWSPfor ruralwaterandthroughthe CentralRuralSanitationProgrammefor
sanitation. At thestateanddistrict levelsresponsibilityis furtherdivided, with sullagedrainage
projectsbeingfundedunderJawaharRozgarYojana,aprogramfor alleviatingrural
unemployment.Theresultis thatvillage drainageis alwaysimplementedindependentlyfrom
watersupply,underminingthepotentialhealthandeconomicbenefitsoftheintegratedapproach.

2.28. Clearly, thetarget-drivenstrategyunderpinstheobservedpoorsustainabilityofschemes,
andaplanningmechanismis neededto takeintoaccountthestatusofexisting systems,level of
servicedesired,andavailability andaffordabilityofresources(seeBox2.1). This canonly be
donein thecontextofa demand-drivenapproachin whichtheusergroupstakethelead.

-4
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Box 2.1. Lessonsfrom theCommunityWaterSupplyandSanitationProjectin Sri Lanka

Project DesignAndPhysical Implementation

2.29. Implementation,i.e. design,procurementandconstructionmanagementofrural water
supplyschemes,hasuntil nowbeenthedirectresponsibilityofstateagencies.A sample
evaluationsurveyconductedin 1996 foundthat24 percentoftheselecteddistrictswerenot
coveredby satisfactorywaterresourceinvestigations;32 percentoftheschemeswerepoorly
constructed;andalargenumberofpipedwatersupplyschemeswerebrokenasaresultof
inadequateinitial design,substandardmaterialsandworkmanship,andinsufficientmaintenance
(GOT, 1994b). If this situationpersists,ruralwalersupplyschemeswill continueto deteriorate,
increasingtheneedforexpensiverehabilitation.

2.30. Most engineeringproblemsstemfrom inadequatedataandassumptionsregardingthe
quantityaswell asthequalityof waterresources.In moststatesthedesignandcorresponding
capitalcostestimateshaveto bewithin amaximumpercapitastandard,which canleadto useof
sub-standardmaterialsandtechnicalsolutions. Forexample,theadvantagesofhigh-quality
componentssuchasimprovedtechnicalandeconomicfeasibility, arenotroutinelyconsidered
oncethecostofthe individual componentsexceedsthemaximumpriceschedules.

2.31. Procurementandtenderingproceduresarecloselylinked to thetechnicalsanctioningof
schemes,which is aresponsibilityofthe stateagency.Thelevel ofsanctioningis generally
retainedandcontrolledatthehighestlevel in theorganizationalhierarchy. In severalstatesthe
executiveengineeringlevelcanonly sanctioncostsup to Rs. 400,000,typically lessthanthecost
ofaminorvillage pipedwaterscheme.Consequently,designsoftenhaveto beapprovedby a
superintendingengineerorevena chiefengineer.Theselow ceilingsconstrainthesmoothand
timely executionofgovernmentaswell asdonor-supportedprojects.Typically thestateagency
procuresmaterialscentrally,guidedby detailedtechnicalspecificationsandtendering
procedures.Thematerialsaresubsequentlyprovidedto privatecontractorswho arrangehiringof
labor. Dueto inflexibility ofgovermnentprocurementprocedures,especiallyin schedulingand

Mirissa,a candidatefor financingundertheSri LankaCommunityWSSproject, is a coastalfishing community
locatedwhereall wells arebrackishanddrinkingwateris unavailable.Following atechnicalevaluationofthe
options,projectmanagersdecidedto constructa well 400 metersfrom thecoastatthebottomofa hill, althoughthis
wasa costlysolution. The inability oftheusersto payfor theschemes’operationandmaintenanceledto its
subsequentclosureby thegovernment.Attemptsby theVillageFisherySocietyto resolvetheproblemultimately
led to a decisiontoreopenthe well and sellwater to fishing boats. With the revenuesobtained from thesaleof
water,theywereableto sustainprovisionoftheirwatersupply from thewell.

Althoughtheprojectforwatersupplyandsanitationwasdesignedwith a community-basedapproachfrom the
outset,therules didnotexplicitly addresstheneedto respondto the demandsofbeneficiaries. Instead, they focused
on providingservicesto communitiesthat weredeterminedto be“in need.” The project therefore offeredonly a
limitednumberoftechnicaloptionsanda minimumlevel ofservice. TheMirissa experiencepoints to two lessons:
first, theneedfor communitiesto understandthe financial implicationsof investmentdecisionsat theplanning
stage,andsecond,thatonceresponsibility for managementis transfen~edto thecommunity,userscan and do devise
innovativesolutionsto sustainthe schemes.
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scopeoftheproject,seriousdelaysin theexecutionandcompletionofprojectsareoften
experienced. -

2.32. Quality constructionwill typically entail only minor additionalexpenseandeffort in the
longterm. In contrast,useofsubstandardmaterialsandlow-quality constructiongenerally
reducestheproductivelife ofthestructuresandacceleratestheschedulingofrehabilitationor
replacement.Designandsupervisionstaff, atthefield aswell asmanagementlevels,needto
appreciatethe importanceofqualitycontrol. TheIndianengineeringcadrehasthecapabilityof
designingandexecutinghigh-qualityschemes.Staffurgentlyneedto be introducedto and
trainedin modemmethodsof quality control,andfirm actionmustbetakenagainstcontractors
who supply low qualitymaterialsor constructpoor-qualitywork, andagainstsupervisorswho
ignoresubstandardwork ofcontractors.

2.33. Underthedemand-orientedandclientresponsiveapproachenvisionedfor thesector,
communitieswill haveaccessto relevantinformation,andwill exercisecontrolor oversightat
eachstageofplanningandimplementationincludingoverdata,costestimates,andrate
schedulesto supportplanninganddesign,tenderingandevaluationprocedures,andsite-
supervisionreports. Thisshouldminimize theuseofsubstandardmaterialsandincorrect

measurementswhenpreparingwork schedulesandinvoices.

Operations AndMaintenance

2.34. Despitethecomplexity in institutionalarrangements,operationsandmaintenance
arrangementscangenerallybe categorizedby typeoftechnology: handpumps,smallpiped
systemsor largepipedsystems.3Prior to the73rdamendment,responsibilityfor operationsand
maintenancein eachstatewassharedby eitherthewatersupplyand sanitationboardorpublic
healthengineeringdepartmentandtheengineeringsectionofthedistrictor block
administrations.Following enactmentofthe73rdamendment,theresponsibilityfor ruralwater
supplyhasdevolvedto grampanchayats.Responsibilityin this contextis poorlydefmed,
althoughit alwaysincludesoperationsandmaintenanceandsometimesincludesplanningand
implementation. Inpracticalterms theenactmenthasmeantasignificantchangein policy for
handpumpand spot-sourceschemes.BoththePanchayatRaj Act itselfandguidelinesissuedby
theRajiv GancthiMissionin 1994,specifythatgrampanchayatsaresolelyresponsiblefor the
operationsandmaintenanceof handpumpsandspotsources.Not surprisingly,however,neither
theAct northeRajiv GandhiMissionassignsresponsibilityfor largeorregionalpipedwater
supply schemesto local administrations.Recentdiscussionssuggestthatresponsibilityforthese
largerschemeswill likely bedevolvedto theblockor districtadministrations.

2.35. The inadequacyof theexistingoperationsandmaintenancesystems,andthereluctanceof
local administrationsto takeon responsibilityfor them,arewell documented.A survey
undertakenby theRajiv GandhiMissionin 1994estimatesthatmorethanone-thirdofall hand
pumpschemesinstalledrequireeither•repairorrehabilitation(22percent)or arecompletely

~Traditionalpublic sources,suchasshallowtubewells or dug wells,aregenerallymaintainedby thecommunity,
with governmentinterventionlimited to chlorination.
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defunct(12 percent),almost26 percentofall pipedwaterschemesrequirerepairor
rehabilitation,and18 percentofall standpostsarewithout taps. Over-exploitationof
groundwaterandadversewaterqualitymayalsocontributeto thedemiseofsomehandpump
schemes.However,thepoorconditionofruralwatersupplyschemesis primarily theresultof
inadequateandineffectiveoperationsandmaintenance.Table2.3 providesa summary
assessmentoftheconditionofexistingschemes.

Table2.3. Condition of ExistingRuralWaterSupplySchemesin India, 1994

Typeof
technology

Totalnumber
installed

Requirerepair or
rehabilitation Defunct

Number Percent Number Percent

2,071,569 459,887 22.2 254,000 12.3
116,324 44,565 25.8 — —

1,528,000 278,000 18.2 — —

2.36. HandPumps. Handpumpschemesaccountfor 95 percentofthepublicly fundedrural
watersupplyschemes,servingalmost395 million people(75 percentoftherural population).
Publicly fundedhandpumpsaregenerallymaintainedby local administrationsthroughaone-,
two-, orthree-tierarrangementinvolving thestateagencyin routineandmajorrepairs. Piped
watersupply in thecaseofmini or small schemesareoperatedandmaintainedby local
engineeringdepartmentsonly if ownershiphasbeentransferredto them. Forthemajority of
pipedschemes,particularlylargeregionalschemes,responsibilityfor operationsand
maintenanceremainswith thestateagencyin chargeof planningandimplementation,oftenby
defaultgiventheunwillingnessoflocaladministrationsto assumemanagementor financial
responsibilily. In Maharashtra,outof250 pipedwaterschemesconstructed,54%havebeen
transferredfrom, and44%arestill beingmaintainedby, thestatewaterboard. In WestBengal
only 15 percentofsuchschemeshavebeenhandedoverto thezilla parishads.

2.37. Theoperationsandmaintenanceof handpumpsis neithertechnicallynorfinancially
beyondtheabilitiesof communitiesto handle. Theonly possibledifficulty maybea ready
accessto sparepartsin somepartsofthecountry,whichwould be improvedwhenthe
governmentreducesits dominanceoverprocurementofmaterials.In attemptingto surmount
thischallenge,two majorconstraintsmustbe addressed:first, is the irrelevanceofsomehand
pumpsfacilities dueto availability andreliability ofalternativesources;andsecond,is the
generaldisrepairofexisting schemes.A critical considerationin addressingthefirst constraintis
thepotability orsafetyofthealternativesources.Continuedexpenditureto maintainthe
handpumpswould bemisplacedif thealternativesourcesarein factsafe. If theyarenotsafe,the
appropriateactionwouldbeto sensitizethecommunityon theneedfor treatmentofthewaterto
safelevelsprior to use,orfor switchingtheirwatersupplysourceto theexistingscheme
(presumablya safesource). In thesecondcase,fundsmustbeprovidedto restoretheschemesto
thedesignedstandard.Governmentsupportto thiseffort shouldbethroughmatchingof local
contributions,which shouldbe sethighenoughto signaltruecommitmentto theschemeby the
community,andinstill in themasenseofresponsibilityfortheassets.Provisionofmatching

Handpumpsschemes
Pipedwaterschemes
Standposts

— Not available.
Source: GOT, I 994c.
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funds(referChapter3) shouldbe conditionalon full communityawarenessofthe user
involvementandassettransferprogram,andcommunityacceptanceof assetownershipwith the
attendantresponsibilities.

2.38. SmallPipedSchemes.Formini andsmallpipedschemes,whichrely onpoweredpumps
andspotsources,thesituationandsolutionaresimilarto thatofhandpumps. Technicalskills
requireddo notexceedthelocalcapabilities. Operationis asimpleprocedureinvolving turning
thepumponandoff at scheduledtimes. Local mechanicsorcontractorswho serviceprivate
irrigationpumpsareavailableto undertakerepairsandpreventivemaintenance,andspareparts
aregenerallyavailable. Local mechanicshavetheskills to repairbrokentaps,aswell asleaksin
theholdingtanksandsourcepipe. Althoughtherecurringcostsarehigherthanfor handpumps
primarily dueto electricitycosts,theyarestill affordableto local communities. Thekey
challengefor theseexistingschemeswould beto transferownershipandresponsibilityfor them
to thecommunities.

2.39. LargePipedSchemes.Complicationsarisefor largepipedwaterschemesthatrely on
surfacewatersourcesandsubsequentlyinvolve treatmentprocesses.Theseschemesare
technicallychallengingto operateandmaintain,andtherecurringfundsrequiredare
substantiallyhigher. Theseschemesmayalsotranscendadministrativeboundaries,further
complicatinglocalcapabilitiesto effectivelymaintainthem. Advantagesanddisadvantagesof
existinginstitutionalmechanisms(seeTable2.4)wouldneedto be weighedagainstfeasible
alternatives.Qneoptionwouldbeto maintainstateresponsibilityfor all largeschemes
irrespectiveof coincidenceofcoverageareawith administrativeboundaries.Anotheroption
wouldbefor the stateagencyto retainresponsibilityfor multi-jurisdictionalschemes,and
devolveO&M responsibilityto therespectivelocal levelwhereserviceareaandadministrative
(block or district) boundariescoincide. Underthis option,therewould beaneedto strengthen
thelocal agencywith therequisitemanagementandtechnicalcapabilities,includingin
procurementandcontractadministrationto enablepossiblecontractingoutoffunctions. Given
theubiquity andlikely increaseof cross-boundaryschemes,athird optioncanbeconsidered
comprisingdevolutionofall schemesto local levelsandstrengtheninginstitutionalcapabilities,
eitherby strengtheningcross-jurisdictionalcoordinationmechanismsorcreatingand
strengtheninganewregionalagency(whichwould be ownedby theconcernedjurisdictions).

Table 2.4. Advantagesand Disadvantagesof Existing Institutional Arrangements

Advantages Disadvantages

• A higherlevel of in-housetechnicalexpertise. • No consumerorientation.
• Potentialefficiencygainsas a result ofeconomies • An emphasisona technicalapproach with

of scale(labor mix, sparepartsprocurement, numericaltargetsin which operationsand
sparepartsinventory,billing andcollection). maintenancehavelittle priority.

• Flexibletariff structuringthatcan support cross- • A well-entrenchedbureaucracy,which offers
subsidization(businessversushousehold,urban limited capacityfor responsivenessandlittle
versusrural).

•

flexibility.
Limited managementandfinancialautonomy.
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2.40. - Stateboardsorauthorities,however,offertheadvantageofautonomyin principleonly.
Despitehavingthelegalauthority,statewaterboardsorauthoritiesin Indiaarerarelyallowedto
makeautonomousdecisions,andaretypically subjectto governmentinterventionon critical
policy decisions,includingsettingtariffs, determiningstaffing levels,andgainingaccessto
externalsourcesoffunding. If thesedisadvantagescouldbeaddressed,stateboardsor
authoritiescouldoffer aviabletransitionor long-terminstitutionalalternativefor states(suchas
Kerala)thathaveinvestedheavilyin largeandregionalpipedwaterschemes.Table2.5 provides
alist ofpreconditionsfor choosingamongalternativemanagementarrangementsfor pipedwater
schemes.

Table 2.5. Institutional Pre—conditionsfor Management ofRural Piped Water Schemes

Institutionalalternative

Localadministrativeagencies

In-house

Servicecontract
Stateagencies

Departmentsorbranches,
& Stateboardsor
authorities

Precondition

• Existenceof a villagewater supply andsanitationcommittee(VWSSC).
• Existenceof an operationsandmaintenancesectionthat reportstoboth

theVWSSCandthepanchayatraj institution.
• Presenceof policy andperformancestandards for O&M.
• Presenceof a monitoring andperformanceevaluation system.
• Presenceof anappropriateincentivesystem.
• Presenceof procurement andcontractexpertise.

• Presenceof a customerservicesectionfor respondingto consumer
inquiriesandcommunicatingwith thepublic.

• Managementandfinancialauthorityto settariffs, disconnectservices
makedecisionsonpersonnelmatters.

• Presenceof anoperationsandmaintenancesection.
• Presenceofpolicy andperformancestandardsforO&M.
• Presenceofa monitoringandperformanceevaluationsystem.
• Presenceof anappropriateincentivesystem.

Monitoring And Evaluation

2.41. ThepresentRWSSmonitoringandevaluationmechanismis inadequatefortheneedsof
thesector. Thesystem,whichproducesperiodicreportsatlocal levelsandthenaggregatesthem
to stateandcentrallevels,capturestheprogressofprogramactivitiesbutdoesnot assessscheme
functionalityorperformance(availability, adequacy,qualityoffacilities orusersatisfaction).
Existingmonitoringmethodsserveonly onepurpose: to verify theprogressofphysicaland
financialindicatorsto establisheligibility for centralfunding. Monitoring ofgroundwater
resourcesis similarly drivenby anunderlyingobjectiveofidentifying over-exploitedareas,to
whichaccessto creditfor furtherdevelopmentwould subsequentlybe restrictedby thebanking
sector. Monitoring ofwaterquality is arecentphenomenoninitiatedby the centralgovernment.
As ofApril 1994, 115 district-basedlaboratoriesand22 mobilelabsfor monitoringwaterquality
werereceivingcentralfinancing. As reportedby GOl (1994a),however,thisprogramlacks
strongcommitmentorsupportofthestategovernments.

2.42. The monitoringandevaluationsystemshouldbe tailoredto thenewinstitutionalsetting.
Monitoring andevaluationareessentialtools for stakeholders,rangingfrom usersin the
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communityto policy makersincentralgovernmentagencies.Thenewsystemshouldinclude
bothquantitativeandqualitativeindicatorsofperformance,to enabletimely availability of
informationto supportdecisionmakingandproactiveresponsivenessofprovideragencies.A
furtherneedis for statesto formulatestale-levelpolicieswith appropriateregulationsand
guidelinesfor conductingmonitoringandsurveillanceof waterqualityat thesource,atthe
distributionpoints,andat thepoint ofdelivery to theconsumer.

2.3. DECENTRALIZATION TO LOCAL LEVELS

2.43. Decentralizationencompassesavarietyof institutionalstructures,not all formsofwhich
will resultin adequatelevelsof local participation. Devolution,thefullest extentto which
decentralizationcanbetaken,holdsthemostpromiseforparticipationofusers. In devolved
systems,theresponsibilitiesandpowersfor arangeofoperationsspanningmorethanonesector
areassignedto localgovernmentsby thecentralauthority. For RWSSin India,thetrendis to
transferplanningand implementationfunctionsfrom stateboardsandpublic healthengineering
departmentsto zilla parishadengineeringdepartmentsatthedistrictandblocklevels. Operations
andmaintenancefunctionswouldbetransferedto thepanchayatraj institutions. By andlarge,
state-levelagencieshaveretainedalimited rolein scrutinizingtechnologyandsanctioning
projects,andtheymonitor andconducttraining. In somestatestheystill undertake
hydrogeologicalinvestigationsanddrilling, althoughzilla parishadengineeringdepartmentsare
usuallyfreeto commissiontheuseofdepartmentaloroutsiderigs.

2.44. Becausestatepublichealthengineeringdepartmentsandwaterboardshaveapoortrack
record,decentralizationis viewedasanopportunityto providemoreresponsiveplanningand
deliveryofservices.Oneofthemainargumentsfor decentralizationis thatthepanchayatraj
institutions can accommodatelocal aspirationsandneedsbetterthanthecentralgovernment.As
suchthegrampanchayats,asthelowestlevel of government,andtogetherwith the local
community,shouldlocatefacilities, choosetechnology,anddetermineandmonitorpayments.
Becausetheyrepresentthe local constituency,grampanchayatswould moreeffectivelyown,
operateandmaintainthecommunityassetsconstructed.However,asdiscussedlaterin this
chapter,ownershipandmanagementmustbecommunitybasedandasfreeaspossiblefromthe
bureaucracyandpoliticization still possibleatpanchayatlevels. A communityvillage water
supplyandsanitationcommittee(VWSSC)underthepanchayatis desirableandwill helpshield
watersupplydecisionsfrom potentialbureaucratichurdles. Further,althoughtherearealso
potentialpitfalls with this aswell, VWSSCscouldoperateindependentlyofthepanchayatin
situationswheretheirlegal statusis clear.

2.45. Despitethepromise,decentralizationto thedistrictandblocklevelshasposedseveral
problems.First, is the split responsibilitybetweenadministrativelevelsresulting inpoor
accountability.With public healthengineeringdepartmentsconductinginvestigationsand
drilling, zillaparishadengineeringdepartmentsplanningandexecutingworks,andneitherof
thesebeingresponsiblefor operationsandmaintenance,thereis little incentiveforthese
departmentsto ensurethatwhattheydesignandconstructwill functionreliablyandefficiently.
It is no surprise,therefore,that grampanchayatsaretypically reluctantto assumeresponsibility
(as assignedthem)for operationsandmaintenanceoftheschemes.Thesecondproblempertains
to theweakcoordinationbetweenpublichealthandzilla parishadengineeringdepartmentsand
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delaysin accordingfinancialandtechnicalapprovalsandsanctions,which inordinatelydelay
implementationofworks. Financialpowersofexecutiveengineersatthedistrict level areoften
limited, necessitatingthereferralof manydecisionsbackto thestateagency.Third, is theweak
interactionof stateanddistrictagencieswith thepanchayats,which limits theability ofthe
higheradministrativelevelsto recoverduesfrom thepanchayats.In addition,the anticipated
benefitsofdecentralizationhavenotmaterializedbecauseoffinancingfrom multiplesources(for
example,sanitationfundsarechanneledthrougharangeofseparateprogramsthat are
independentfrom watersupplyactivities),andinadequatecapacityto undertakeeffective
operationsandmaintenanceandothersustainablemanagementactivities.

2.46. Theseconstraintsareduein largepartto awide distributionofresponsibilitiesacross
agenciesandunclearlinesofaccountability.Otherconstraints,whichareinherentin the“design
andconstruct” natureofexisting ruralwatersupplyagencies,are: poorhydrogeological
investigations,arelativelyhighpercentageofimproperdesignleadingto costoverruns,and
limited quality assurancedespiteacomprehensivesetofbuilt-in controls. A numberof
functionality studies,suchasthoseconductedby DANIDA-assistedprojectsin Tamil Naduand
Kamataka,havefoundthatthequalityof constructionhasdeterioratedunderdecentralization,
andthiswill haveseriousimplicationsfor servicedelivery performanceandongoingoperations
andmaintenance.

2.47. In essence,theweaknessesassociatedwith thesupply-drivenapproachoftheparent
engineeringagencyarenowbeingpassedon to thedecentralizeddistrict andlocalagencies.
Karnataka,for example,is attemptingto decentralizeplanninganddesignfrom thedistrict to the
block level, bringingthesefunctionscloserto thepanchayatsandhencetheusers.In reality,
however,decentralizationis havingapositive impactonly wheretheassistantexecutive
engineer’ssubdivisionhasbeenstrengthenedandreoriented. Theexistingsupply-drivencontext
doesnot incorporateuserdemandsand,ultimately,is notaccountableto users.

2.48. Otherproblemsareinherentto themake-upofthepanchayatsthemselves.In
consequence,the actualandpotentialrolesofthepanchayatsin rural watersupplyandsanitation
shouldbecritically assessed.Thefirst andmostevidentaspectis thatgrampanchayatsare
almostentirelyimplementingdevelopmentprogramsinheritedfrom stateandcentral
governments.Theyhavelittle autonomyto implementprogramsoftheirown. Development
priorities,andconsequentlygrants-in-aid,aredefinedatthecentralandstatelevels,andgram
panchayatscanfunctiononly aseffectively aspermittedby thosetwo tiersof government.Inthe
guiseoflegislativecontrolovergrants,centralandstategovernmentscontinueto controlthe
day-to-dayfunctioningofpanchayats(Meenakshisunderam,1995).

2.49. Themostconspicuousproblemis the lackof financialresources.Karnatakafor instance,
allocatesRs. 100,000to eachgrampanchayat(irrespectiveofthetypeandkind of’ scheme)for
operationsandmaintenanceoftheruralwatersupplyandstreetlighting. Most ofthesefundsare
appliedtowardelectricitycosts,leavingvery little for maintenance.Grampanchayats,unlike
zilla parishads,areentitledto levy andcollecttaxes,butthe collectionrateis typically very low
for waterchargesasfor othergovernmentlevies. As electedbodies,panchayatsarereluctantto
levy andcollectwatercharges.Thefewrevenuesgeneratedatpanchayatlevel arefrom the
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rentalofbuildingsandtaxeson forests,commonlandsandponds,ratherthanfrom walercharges
perSe. Consequently,grampanchayatsdependon grantsfrom thestatewhich, though
accountingfor 80 to 90 percentoftheirfunds,areinsufficient, therebyseverelycurtailingtheir
developmentactivities. Thesegrantsprovideweakincentivesfor performance,andexisting
accountingsystemsdo notpromotetransparencyin thetransferandflow offunds. Thereare
someexceptions,however. In Karnataka,grampanchayatsusevillagewalersupplyand
sanitationcommittees(VWSSCs)to collectfeeson theirbehalf. Prior to Punjab’srecentstepto
providewaterfreeofcharge,it wasapositiveexampleofrelativelyhighcollectionratesandlow
administrativecosts,partlydueto theopportunityavailableto villagerevenueofficials to retaina
percentageoftherevenueasan incentive.

2.50. Thethird aspectis weakcapacity.Trainingandcapacitydevelopmentarealreadybeing
addressedby somestategovernments.WestBengalandKarnataka,for example,have
comprehensivetrainingprogramsfor panchayatmembersat all levels,althoughtheir
effectivenesshasyetto be ascertained.Giventhesheernumbersinvolved,tremendousresources
mustbe investedin capacitybuilding. A positivedevelopmentfor thefirst timein manystatesis
the inclusionofwomenin panchayalinstitutions,becausethe73rdand74thamendments
guaranteethemathird ofall seats. (WestBengalis evencontemplatinganamendment
permittingasubcommitteecomposedsolelyofwomento managerural watersupply.) A less
positivefactor,is thealarmingnumberofproblemsevidentin stateswherequotasfor backward
castesandwomenhavebroughtin tokennamesakemembers,who belie thedemocraticprocess
thatbroughtthemin. Furthermore,decentralizationhasstrengthenedvestedinterestsin rural
areas,andthe biasin favorof coverageofmainhabitationsasopposedto outlyinghamletsis
relatedto thesocioeconomicbackgroundofpanchayatleaders(Pant,1996).

2.51. Somestategovernmentsandsomedonor-assistedprojects,suchastheWorldBank
projectin UttarPradesh,haverecognizedthedangerofpoliticizing rural watersupplythrough
thepanchayats.Often,panchayatmembersareprivatecontractorsparticipatingdueto party
politics ratherthanpersonalinterest,andtherewould beaneedto countervailthis by organizing
usersatthe levelofthe installationorvillage. In WestBengal,for instance,thegovernmentis
advocatingthe formationofusergroupsaroundspotsources,havingseenthemeritsofthisunder
theUNICEF-assistedprojectin Midnapur. Projectssuchasthatassistedby theWorldBank in
Kàrnataka,havedemonstratedtheutility ofestablishingusergroups(i.e. VWSSC5)thathavea
directstakein maintainingasustainablesourceofwater,arereadyto operateandmaintainit and
areresistentto political manipulations.Theseusergroupsneedlegal backingto beeffectiveand
may standa betterchanceassubcommitteesor standingcommitteesofthepanchayatsratherthan
independententities. Inthe forestrysector,for example,committeesformedunderaproject
assistedby theUK Departmentfor InternationalDevelopment(DFID, formerlyOverseas
DevelopmentAdministration)couldnot surviveindependentlyof thegrampanchayats.In the
World Bank—assistedprojectin Karnataka,theVWSSCscouldonly function if theywerelegally
recognizedasstandingcommitteesunderthegrampanchayats.

2.52. An effectivedemand-drivenstrategywould allow panchayatsandVWSSCsto obtainthe
watersupplyandsanitationservicestheywantandarewilling to pay for. Inthetransitionto a
demand-drivenstrategy,districtandblockagencieswill probablyhaveto taketheleadin
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workingwith grampanchayatsorVWSSCsto assessthestatusof existinginstallations,preparea
planof operations,andcompilea list oftechnologicaloptions. Theywill haveto do morethan
simplyprovidetechnicalservices,althoughNGOsorprivatesectoragenciesmaybeableto offer
someofthetechnicalsupportneeded.Changingfrom asupply-drivento ademand-driven
approachrequiresappropriatelyorientedandqualifiedstaffandincentives. Appropriate
mechanisms,aswell ascomprehensiveorientationandtechnicaltrainingsupportedby central
andstatematchingfunds,areneededto facilitatecommunicationbetweenagencystaffandusers.

2.4. STRENGTHENINGCOMMUNITY PARTICIPATION

2.53. Fromanationalperspective,communityparticipationin public RWSSserviceshasbeen
negligible. Accordingto GOl (1994a),no watersupplyprogramprior to 1994wasseento offer
aviablecommunityparticipationmodel.4 EvenwherethePanchayatRaj Act hasbeen
implemented,communitieshaveonly beenmarginally involved. In thisrespect,therehasrather
beenabureaucratizationofthepanchayatsthanademocratizationoftheprogram. Thetotally
government-providedWSSsystemshavecreatedacultureofdependencein whichthewater
supplysystemis not perceivedascommonproperty. Adequatestructuralarrangementsand
proceduresfor communityparticipationhavenotbeenintroduced. In only isolatedcaseshave
voluntaryagenciesbeeninvolvedandhasparticipationbeencarefullybuilt into theprogram.

2.54. Thecontinuedrarityofcommunityparticipationis puzzlingin thefaceofpolicy
statementsemphasizingtheneedfor it. Narayan(1995),summarizingtheexperiencegained
from 121 RWSSprojectsaroundtheworld, identifiesthekey elementsof successfulcommunity
participationasuserinvestmentin capitalcosts,local ownershipandcontrol,andagency
responsivenessto feedback.India’spolicy clearlycontradictstheseelements.First, wateris
providedfreeofcost(upto 40 lpcd), andusersdo notcontributeto thecapitalcostsassociated
with higherlevelsofservice. Second,ownershipofruralwatersupply installationsis not
transferredto communities—anabstract“feelingofownership”is consideredto beappropriate
andsufficient, regardlessoftheconcept’sbasicweakness.Communitiesdo nothaveanycontrol
overwhat,when,whereandhow installationsareprovided. Lastly, mechanismsfor
communicatingfeedbackfrom usersto wateragenciesarepoorlydeveloped,with few officesto
whichto reportdefunctinstallations. In general,wateragenciesarenotresponsiveto eventhis
limited feedback. Evidently,theabsenceofthesekeyrequirementshasto beaddressedbefore
successfulcommunityparticipationcanbe established.

2.55. Wherecommunityparticipationhasbeenacomponent,mainly in projectswith donor
assistanceorfacilitatedby voluntaryagencies,communityparticipationhasbeenmore
successfulwhenit occursthroughouttheprojectcyclethanduringa singlestage. Participationis
not effectivewhenagenciesretaincontroloverthedetailsof implementation,orwhenissues
concerningphysicalinfrastructureandtechnologyareaddressedmoreeffectively thanissuesof
socialorganizationnecessaryfor managingprojectworks. Theformsofuserparticipationvary

4Recent(post 1994)initiativesarenowbeginningto offer suchexamples,suchas,the recentlyinitiatedWorld
Bank-fundedUttarPradeshRWSSproject,modificationsunderwayin theongoingWorldBank-fundedKarnataica
RWSSproject, andsomeNGO andbilateralagency-supportedinitiatives.
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substantially,rangingfrom representationalcommitteesof usersto committeesdominatedby the
rural elite,andfrom direct involvementin constructionto supervisionofcontractors.

2.56. Severalrealitiesmustbeconsideredwhendesigningcommunityinvolvementstrategies
for RWSS: (i) thesocialorganizationin Indianvillagesis oftenveryheterogeneouswith
differentcastegroupsand largedisparitiesbetweenrichandpoor; (ii) local elite oftendominate
thepublic sphere,andpoliticization andfactionalismoftenexistatthecommunitylevel outside
thesphereoflocal government;and(iii) socialgroups,suchaslow castes,middlecastesand
women,oftenpreferto reachconsensusin theirown groupsbeforeenteringandvoicingopinions
anddemandsin thelargerpublic domainsuchasthepanchayat(seeBox 2.2). Onthepositive
side,powerful communitymemberssuchaslargelandowners,merchantsorpolitically connected
individualshavegoodmanagerialskills for organizingcollectiveaction,haveleverageoutside
thecommunityto lobby for assistance,andareableto sanctionshirkers(Hirschman,1970;
Wade,1987). Onthenegativeside, richandpowerfulhouseholdsoftenensuretheirown supply
of waterto thedetrimentof others—forexample,by placingstandpostsin front oftheirhouseor
by usingall availablewaterupstreamwithoutregardfor downstreamusers.Thelessonis that
sharingacommonrisk whencooperationfails is animportantimpetusto successfulcommunity
participation.

Box 2.2. Local Organizations:Democratic,Representative,orEvenOrganized?

2.57. Boththegrampanchayatsandusercommitteeshaveimportantstrengthsandweaknesses,
which offer opportunitiesaswell asposethreats(seeTable2.6). Theearlierexperiencefrom
Karnataka(Box 2.2) illustratesthispoint, aswell asthepotentialrole ofthegramsabha,abody
notdiscussedin thisreport. IntheWorld Bankproject,theNGOSamuhasoughtto organize
communitiesto undertakeoperationsandmaintenance.First, theprimaryorganizationconsisted
ofstreetgroups(onemaleandonefemalerepresenting10—15 houses,with atotal of 10—40 street
groupsin avillage orsmall town). Thesestreetrepresentativesthenselectedtwo representatives
eachfrom eightwardsto participatein thevillagegramsabha.Thegrampanchayatpresentedits
budgetatthebi-annualmeetingsofthegramsabha. Intheory,thegramsabhawassupposedto
approvethegrampanchayat’spriorities. Thestreetgroupswerenotregistered,however,and
Samuhafoundthatthevillage andsanitationcommitteeswerenotaccountableonceelectedand
thatorganizedsocialpressurewasneeded.Despitethe inherentconflictsbetweenthetwo types
ofbodies,someofthe strengthsandweaknessescomplementoneanotherso thatapartnership
couldbemorefruitful thanan exclusivearrangement.

In theWorld Bank-assistedKarnatakaRWSSproject, villagewaterandsanitationcommitteeshavebeen
constitutedaselectedbodies,but a few influential personstendto dominate the deliberations. However,many
morecommunitymembersparticipateandnegotiateservicethroughsmaller caste-basedandgender-based
groups. Membersbelongingto underprivilegedscheduledcastesandscheduledtribesandwomen’sgroups
preferreachinginternalconsensusbeforeraisingissuesin theelite-dominatedforum. Althoughpowerful
communitymembersexercisesocialinfluencethroughthecommittees,conflicts on issuesaffectinggroup
interests,suchas the location of standposts,cattle troughs, anddustbins, aregenerallyresolvedthroughthe
smaller informal groups(Khatri, 1994).
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2.58 Village watersupplyandsanitationcommitteescanandshouldbeconstitutedassub-
committeesunderthegrampanchayatorasself-standingorganizations.Both institutional
optionshavemeritparticularlyif theusercommitteesareconstitutedasstatutorybodies,which
would bestowlegalrightsandfacilitatethetransferofresponsibilityfor management.A
disadvantageofthesub-committeestructure,however,is the inherentrisk thatthecontrol
implicit in thegrampanchayat’sendorsementcouldsubordinatethecommitteeto partypolitical
biases.Experienceshowsthatusercommitteesthatarefreeto decidetheirownrulesandsetup
arebetterableto internalizeandself-enforcerules andregulations;however,this is dependent
ontheproximity ofthecommitteemembersto theimmediateuserstheyrepresent.If
appropriate,userorganizationsshouldbefreeto operateasinformal groups,allowing moneyto
becontributedonapurelyvoluntarybasis.

2.59. In theUnitedNationsChildren’sFund(UNICEF)projectin Midnapur,WestBengal,
informalusergroupswereorganizedaroundspotsources,whichenabledthemto collectwater
chargesandmaintainareplacementfund. Evidencefrom Karnatakais mixed. In someareas
village watersupplycommittees,thoughconstitutedlong beforethepanchayatscameintobeing,
cannotnowsurviveindependentlyofthegrampanchayatsandneedlegalrecognitionto be
viable. In otherareasthecommitteesthemselvesarecontrolledby afewinfluentialpeople.
Flexibility is crucial to thesuccessof institutionalarrangementsatthegrassrootslevelandto the
delineationoftherolesandresponsibilitiesofgrampanchayatsandusergroups.

Table 2.6. Strengthsand Weaknessesof Gram Panchayatsand UserGroups

Group Strengths Weaibiesses

Grampanchayats

~

•

•

.

.

Electedbodywith legalrecognition,
electionsheldin almostall states.
Responsiblefor RWSSunder
provisionsof theAct.
Broadermandatethatprovidesa
platformfor integratingRWSSinto
generalwaterresourcemanagementat
micro level.
Establishedquotaforrepresentationof
women,andscheduledcastesand
tribes.

•

•

•

•

Oftendominatedby local elite and
subjecttoparty-basedpoliticization.
Broaderinterestandmandatethan
RWSS,which canweakeninterestand
priority givento RWSS.
Weakcapacity.
Training inputsrequired.

Communitygroups •

.

.

•

Communityofuserswith direct
interestsin RWSS.

An alternative to highly politicized
grampanchayats.
Marginalgroupsallowedabiggersay.
Strongercollectiveandgrouppressure
to collectruncis.

•

•

•

Statutoryrecognitionneedsto begiven
by the gram panchayat.

Potentialpoliticizationatthevillage
andintra-villagelevel.
Difficulties in decidingbasisfor
committeeformationbecauseusers
usuallyutilize multiple sources.

• Requiresupportfor formationand
strengtheningof VWSSCs.

2.60. As experiencefrom Gujaratindicates,associationsofusercommitteesor linkages
betweenthesecommitteesandinterestgroupswith abroadermandatecouldproveto bevery
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strong. This typeofassociationcanprovide the leverageneededto dealwith panchayatraj
institutionsand stategovernments,aswell as other interest groups. It can alsoprovide a
platform for sharingexperienceandexpertise.

2.61. Clearly, communityparticipationwill not happenon its own. Donor-assistedandNGO
projectsneedto inject aparticipatoryelementinto thisprocess. Althoughlong-term and
intensiveorganizationalinputshavebeen,andin generalare, required,this supportis not
necessarilyexpensive. In the World Bankproject in Maharashtra,activities that directly support
communitymobilization and organization costaround 3 percentof total investmentper village,
while in Kerala, the socioeconomicunits establishedunder Dutch-Danida schemescostonly 2.5
percent oftotal water supply expenses.In contrast,the advantagesof investingin community
participation arewell documented(Narayan, 1995). However,socioeconomicunits or cells
comprising field-levelcommunityworkers, although partofvariousdonor-assistedprojects, have
not beeninstitutionalized within the govermnentsystem. The major challengeis to developthe
capacity andcapability within governmentagenciesto plan for, manage,coordinate, and, to
somedegree,mobilize and support boththe gram panchayatsandthe usercommunities.

GenderConsiderations

2.62. Womengenerallymanagedomesticwater, andan essentialingredient ofcommunity
participation is to improve women’s involvement in the democratic decision-makingprocess.
The PanchayatRaj Act containsspecialprovisionsfor the representationofwomen—30percent
ofthe memberselectedfrom scheduledcastes,scheduledtribes andother backward castesmust
be women. However,panchayats(and the staffof water agencies)are still dominated by men,
and womenare often members in nameonly.

2.63. Theseproblems could be overcomeby making a clearly targetedeffort to reach, motivate,
involve, train and thereby empowerwomen. In the Mahila Samarkhyaprogram in Bundelkhand
in Uttar Pradesh,womenfrom scheduledcastesand tribes have beentrainedasbandpump
mechanics,encouragingthemto voicetheir needsand concerns. On a much larger scale,the
Self-EmployedWomen’sAssociationinvolving thousandsofwomenthroughout the nation, has
campaignedin Gujarat to involve womenin rural water supply and sanitation. Issuesin the
association’smembershipcampaignarethat womenandtheir work-related needsshould be at
thecenterofwater sector policy andprojects, that womenshould be involved in every stageof
water-sectorprojects, that traditional and local sourcesofwater that supportwomen’saccessto
and ownership ofnaturalresourcesshould be givenpriority over the developmentofnew
mechanizedsystems,and that womenshould be consultedbeforepublic water investmentsare
finalizedandmadeoperational. Women’sassociationscouldprovide a strong framework for
communityparticipation.
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3• FINANCIAL FRAMEWORK AND VIABILITY

3.1. After 15 yearsof intensiveconstructionofRWSSfacilities, Indianowmustconsolidate
theimpressiveachievementsmade. In future,financinganddeliverysystemsfor RWSSwill
haveto meettheexpandingneedsofagrowingpopulationaswell astheincreasingdemandfor
higherandbetterquality levelsofservice. In addition,theymustprovideenoughfundingto
sustainoperationsandmaintenanceandmakenecessaryreplacements.Thecurrentfinancial
arrangements,wherethe governmentfmancesall capitalandrecurrentcostsandrecoupslittle of
theseexpendituresfrom watercharges,hasprovendetrimentalto thequalityof the infrastructure
andtheservicesdelivered. Sectorinvestmentneedscontinueto be large,bothfor newfacilities
to extendcoverageto unservedcommunitiesaswell asfortheupkeepofexisting facilities.
Thereis aneedfor bettermechanismsfor raisingandchannellingfundsto thesector,and
withoutradicalchangein sectorfmancing,thesectorwill be unsustainablebothphysicallyand
financially.

3.1. FINANCING OF SECTOR INVESTMENTS AND OPERATIONS

Funding of SectorInvestments

3.2. Thecentralgovernmentremainsfinancially committedto providingaminimumlevelof
safedrinking waterfor all, andasaresultit continuesto shoulderthefull capitalcostofpublic
watersupplyschemesthatfurther thisobjective. Theproportionofthegovernment’stotal
budgetthat hasbeenallocatedfor watersupplyandsanitationsincetheFirst Five-YearPlan,has
fluctuatedbetween1.2 and4 percentoftotalexpenditurebetween1956-66and1980—85(Figure
3.1). Thecurrentlevel of3.1 percentis still considerableby internationalstandards.Overthe
years,increasingpriority hasbeengivento ruralareaswithin thesector(Figure3.2),with
allocationsfor rural areasrangingfrom 19 (in theperiod1966-69)to 66 percent(1992—97)of
total sectoralallocations.Theamountallocatedto sanitationin theEighth FiveYearPlanwas
Rs.7.0billion, oralmost7 percentoftheallocationfor ruralwatersupply.

3.3. Thecentralgovernmentplayedaminorrole in fmancingsectorinvestmentsinitially, but
sincetheFourthPlanhasplayedanincreasinglyprominentrole despitethecontinuedfinancial
responsibilityforthe sectoraccordedthestategovernments(Figure3.3). Centralfunding
increasedfrom 15 percentof sectorinvestmentsduringtheFourthPlanundertheAccelerated
Rural WaterSupplyProgram(ARWSP)to morethan30 percentin theFifth Plan,andhasbeen
progressivelyenhancedin subsequentPlansto reachacurrentlevelofabout40 percent. As
discussedearlier,improvedperformanceofthesectordependson decentralizationto
communitiesand local administrativelevels. TheincreasingroleoftheCenterin sector
investmentsthusclearlypresentsaformidablehurdleto decentralizedplanningto thestateand
local levels.
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Figure 3.1. WSSa.saPercentageof theCentralGovernmentBudget,IndIa, 1951—97

Source: GOT, 1996.

Figure 3.2. Rural Water Supply and Sanitation asa Percentageof India’s WSS Sector, 1951—97
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Figure3.3. Central and StateAllocations for Rural Water Supply and Sanitation in IndIa,1951—95

Source: GOl, 1996.

3.4. Despitethe increasinglevelof governmentinvestmentin the sectorin constantterms,
statisticsshowanabsenceofcorrespondingimprovementin numbersofcommunitiesserved.
Thelarge70 percentincreasein capitalinvestmentpercapita(1995—96prices),from Rs. 570in
1987—88 to Rs.970 in 1993—94,waslargely dueto widespreaduseofrelativelyexpensive
technologies,rehabilitationandreplacementofexistingschemes,andinefficientprocurement
practicesratherthanto increasedcoverage.Usingbroadcapitalcostassumptionsand
informationon technologiesutilized (adoptedfrom GOl, 1996),theestimatedfunding
requirementofcapitalinvestmentpercapitaonaweightedaveragebasisis roughlyRs.630,
whereastheaveragepercapitacostactuallyincurredwasRs.760 (Table3.1). The
difference—Rs.130percapitaor21 percentoftheestimatedpercapitarequirement—canbe
attributedto eitherrehabilitationofexistingschemesor inefficient procurementpractices.

Table 3.1. Capital Cost Assumptions,by Type of Technology

7)ipeoftechnology
Population

served
L(fe
span

Production
capacity

litr./minute Source

Capital cost
per capita

(rupees)

Allocated
weighting
(percent)

Handpump 250 10 3.65 Groundwater 160 75
Mini pipedwaterscheme 750 15 10.95 Groundwater 500 5
Smallpipedwaterscheme 2,000 20 29.20 Groundwater 1,500 5
Regionalpipedwaterscheme 5,000 25 73.00 Surfacewater 2,500 15
Town piped water scheme 10,000 30 200.75 Surfacewater 3,500 >1

Note: Estimatedweightedaverageis Ps.630.
Source: Stateruralwatersupply agencies,andGO!, 1996.

3.5. Notwithstandingthelow efficiencyofRWSSinvestments,thesheermagnitudeof
financialrequirementsto achievefull coverageappearmuchbeyondtheability ofthe
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governmentto provide. Thesector’scapitalinvestmentneedsareextensiveandwill continueto
escalate(Figure3.4). Assumingthattheexistingmix oftechnologyappropriately reflects the
needsof theexisting rural population that remains unserved,Rs. 110 billion will be requiredto
achieve100 percentcoveragegivenexistingcoveragenorms. Rehabilitationofexistingschemes
will entail an additional Rs. 60 billion to Rs. 90 billion (assuming that 10—20 percentofall hand
pumps and 20—30 percentofall pipedschemesrequiremajorrepairorrehabilitation).Thetotal
capital investmentrequirements thus range from Rs. 170 billion to Rs. 200 billion (US$5-6
billion) in 1997.

Figure 3.4. Potential SectoralCapttal InvestmentRequirementsIn IndIa, 1996—2001

3.6. Theestimatesofrequiredsectorfundingdo not takeintoaccountseveralcritical
factors—populationgrowth,replacementofdefunctassetsorworseningresourceconditions.
Assuminganannualrural populationgrowthrateof2.6percent(Ghoshet. al., 1995)~,the
additionalrequirementin 1997alonewould beRs. 11 billion. Theadditionalcostofreplacement
would rangefrom Rs. 17 billion to Rs. 25 billion annually,dependingon whetherthedesigned
life of the schemeswould in factbeattainablein absenceofadequateoperationsand
maintenancefunding. In theworstcasephysical-resource-constrainedsituation,in whichwater
quantityandqualityproblemsrequiredagraduationfrom handpumpsto pipedwatersystems,
the capital investmentper capita costwould be 13 timeshigher. Assuming5 percentoftherural
population (or 35 million persons)experiencedwater quality problemsand 10 percent ofthese
were switchedto supply from piped water systems,an additionalRs. 6.3 billion annuallywould
be required. The scenariocould be taken one step furtherto includeinvestmentsto increasethe
levelsofservice deliveredto communities. Severalstatesalready have or are considering
increasingthebasicrequirementfor safewaterfrom 40 to 55 litres per capita per day (lpcd).
Sucha decisionon anationalscalewould entailanadditionalRs. 165 billion (US$4.7billion) in
total.

~The Ghoshet. al. (1995)growthrateestimateis likely to beanupperboundfor the range ofruralgrowthoutcomes
in India,andwouldthusleadto anoverstatementoftheestimatedRWSSsectoralinvestmentrequirements.
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3.7. Althoughthebroadassumptionsandthemethodologyemployedareoverly simplified,
this exerciseclearlydemonstratesthat, underthesector’scurrentfinancingarrangements,sector
objectivesarenotrealisticallyattainablegivenlimited governmentresources,increasingcostof
providingbasicandimprovedlevelsofservice,andincreasingneedto reinvestin existing
schemes.To provide40 lpcdto theentirepopulationwithin 10 years,ensurethat all schemesare
operational,andthatfully depreciatedschemesarereplaced,thecapitalinvestmentbudgetwill
haveto beat least2.5 times its existinglevelofRs. 16 billion to Rs. 18 billion (US$515million)
annually. Basedon historicaltrendsit appearslikely thatthegovernmentwill continueto
increasethebudgetallocationfor thesectorto keeppacewith inflation andgeneraleconomic
growth. However,givendeficit-reductionobjectivesandcompetinggovernmentpriorities, it is
unlikely thatfutureallocationswill increasesubstantially.Otherfundingsourcesand
mechanismswill haveto bedeveloped.

Funding ofOperations and Maintenance

3.8. ManagementandfinancialresponsibilityforRWSSoperationsandmaintenancehasbeen
dividedamongvariousinstitutionsatdifferentadministrativelevels. In eachcase,thespecific
responsibilitiesarepoorly defmed,anddespiteabsenceof cost-reflectivepricestherequisite
fundinghasnot beenmadeavailableby governmentfor O&M activities. Operationsand
maintenancearefinancedinsteadby all threeadministrativelevelsthroughseveralfunding
mechanismsthat lacktransparencyandaccountability.Moreover,poorlydefinedexpenditure
classifications,inadequatepresentationofexpendituresby functionalresponsibilities,and
inconsistentpresentationbothamongandwithin states,all makeit extremelydifficult to estimate
thelevelof public sectorfundingthathasor is beingspentto supportoperationsand
maintenance.

3.9. Operationsandmaintenancearecommonlyfundedby stateadministrationsthroughtheir
Non-Planbudgetsforrecurringexpendituresaswell asfrom variousnationalandstate
developmentprograms.UnderstateNon-Planbudgets,funding is generallylimited to salaries
for approvedstaff, with substantiallysmallerallocationsforrecurringgoodsandservices.
Financialsupportfrom nationalandstatedevelopmentprograms,suchastheNationalRural
EmploymentProgramme,theRuralLandlessEmploymentGuaranteeProgramme,andthe
JawaharRozgarYojana,is commonlydistributedto eachstalebasedonaformulathattakesinto
accountregionaldisparitiesbut is basedlargely onpopulationdistribution. Eachstateadds
matchingfundsif requiredanddistributesthemto districtadministrations,which in turn
distributethemto grampanchayatadministrations.

3.10. Spendingis generallyatthediscretionofgrampanchayats,whichdo not impose
habitationnormsorallocationsfor specificactivitiesandsectors.Developmentprogramfunding
is targetedto increaseemploymentandlabor-intensivepublic works. It doesnot in principle
supportoperationsandmaintenance,althoughfundsareoftenusedfor majorrepairs,
rehabilitation,andreplacementofexistingschemesandforconstructionofnewschemes.These
expensesaretypically includedunderoperationsandmaintenance.Programreportingformats
varyfrom stateto stateanddo notprovidesufficientorconsistentdetail.
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3.11. In 1986 thecentralgovermnentprescribedexpenditurenormsfor maintenanceofwater
supplyschemes(Table 3.2). Thesenonnswererecommendationsonly, andstateswerenot
compelledto adoptthem. Eachstateis still responsiblefor determiningandadoptingnormsthat
takeinto accountits own situation. Concurrently,amaximum10 percentoftheplannedcapital
investmentbudgetprovidedby eachstateundertheMinimum NeedsProgrammewasearmarked
for operationsandmaintenance,aswas 10 percentoffundsprovidedthroughtheARWSPin
1988—89. Underthesetwo programs,thegovernmentinvestedRs. 10.0billion in operationsand
maintenancebetween1988—89and1994—95. In constant1995—96prices,however,the
investmenthasfallen40 percentfrom Rs.4.9 percapita(ofthepopulationcovered)in 1988—89
to Rs.3.5 in 1994—95. This declinedoesnot takeintoaccountthesubstantialincreasein
coverage.

Table3.2. GovernmentOperationsandMaintenanceExpenditureNorms,by TypeofTechnology

Technologyalternative Expenditurenorm

Opentubewell Rs. 45—Rs.60 perwell peryear.

Handpump Rs. 400—Rs.500perpumpperyear
(currentlyRs. 600perpump).

Gravity-fedpipedwatersupply Hilly areas:7.5percentofcapitalcost
Desertareas: 8.0—9.0percentof capitalcost.

Pumpedpipedwatersupply 5 percentofcapital cost(excluding electricity).

Source: GOT, 1996.

3.12. In additionto programallocations,variousstateshaveprovidedgrampanchayatswith a
specificallocationfor operationsandmaintenance.Thisamount,whichrangesbetweenRs.
100,000andRs. 150,000pergrampanchayatperyear,is providedasalump sumthathasno
relationshipwith thesizeofpopulationserved,thetechnologyimplementedortheactualcosts.
Forgrampanchayatswith electricity-drivenschemes,theallocationincludesthecostof
electricity. However,theelectricityusedfor watersupplyschemesis notseparatedfrom
electricityusedfor otherpurposessothat, in practice,grampanchayatschargethetotal costof
electricityagainsttheallocationforwatersupply. In thevillagesvisitedthis meansthat very
little is left for otherexpensesthatwould ordinarily be incurredaspartofoperationsand
maintenance.In summary,althoughgrampanchayatshavebeengivenresponsibilityfor RWSS,
theyhavenot, in absenceofcost-reflectivewatercharges,beenallocatedasasubstitute,
concomitantfmancialresourceswithwhichto dischargethatresponsibility.

3.13. TheRajiv GandhiMission(1996)hasestimatedthat Rs. 10 billion (US$286million) per
yearis requiredto maintainall public watersupplyschemes.This is almostfourtimes the
currentallocationofRs.2.5 billion. This amountapparentlyonly coversrepairs. Staffcosts,as
well asrecurringcostsincludingelectricity,areallocatedseparatelyundertheNon-Planbudget
andrepresentabout60—75percentofthetotal costofoperationsandmaintenance.Basedon
broadcostassumptions,anestimatedRs. 29billion (US$830million) would be required
annuallyto fund theappropriatelevel ofoperationsandmaintenance(Table3.3). This includes
salaries,electricity (whererequired),chemicals,androutinepreventivemaintenanceaswell as
repairs. Continuedunderf’undingofoperationsandmaintenancewill continueto haveserious
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financialimplicationsin thefuture,becausemajorrepairsor rehabilitationcostmorethan
preventivemaintenance,andexisting systemswill haveashorteroperatinglife andhaveto be
replacedprematurely.

Table3.3. Operationsand MaintenanceCostAssumptions,by Type ofTechnology

l)’pe oftechnology

Capitalcost
percapita
(rupees)

Life span Population
served

Operationscost
percapitaper
year(rupees)

Maintenancecost
per capitaper
year(rupees)

Handpump 160 10 2513 0 8
Mini pipedwaterscheme 500 15 750 25 17
Smallpipedwaterscheme 1,500 20 2,000 70 37
Regionalpipedwaterscheme 2,500 25 5,000 117 50
Townpipedwaterscheme 3,500 30 10,000 175 58

3.14. Thegovernmenthasattemptedto addresstheseproblemsthroughprovisionof adhoc
funding (GOl, 1 994a). However,adequateO&M will bepossibleonly whenownershipis
transferredsothat sectorinstitutionsareresponsibleandaccountableandhaveanadequatelevel
ofresources(seeBox 3.1). Full costrecoveryis theessentialconcomitantto this.

Box 3.1. KeralaWaterAuthority—PotentialImprovementin OperationsandMaintenanceManagement

Local Administration Financing

3.15. Local administrationfinanceandthegeneralability of local administrationsto takeon the
financialmanagementresponsibilitiesfor operationsandmaintenanceneedcritical examination
in view oftheemphasison decentralization.Local administrationfinancesaregenerally
classifiedunderfourbroadheadings:self-generatedrevenue,sharedrevenue,grantsandloans
(seeBox 3.2). Self-generatedrevenuecomprisestaxes(suchaspropertyandhousetaxes,

KeralaWaterAuthority operates38 urbanwatersupply,2 urbansewerageschemesand 1,415 ruralwatersupply
schemes.In 1991—92A. F. FergusonandCompanyanalyzedoperatingexpensesofa representativesampleof
373 schemesaspartofacostandrevenuestudy. The studyfoundthatthedirectcostofoperatingtheseschemes
increasedasthesizeoftheschemedecreasedsothat thesmallestruralschemeshadthehighestoperatingcostsper
unitvolumeofwaterproduced.Themostcritical factorwasthehighcostof labor. Almost 50percentofthe
operationsandmaintenancecostsofruralwatersupplyschemeswasspentonthewagesofpumpoperators.A
reviewof 28 rural watersupplyschemesrevealedthatall schemesemployedatleastonefull-time pumpoperator,
more than halfemployedtwo, and severalemployedmore than two. Rural water supplypumps,however,are
normallyoperatedfor only 3 to 5 hoursadayin northerndistrictsand6 to 7 hoursa dayin southerndistricts.
Wheredemandrequiresthatpumpsberunfor only afew hoursaday, it is obviouslynot cost-effectiveto employ
one,two or evenmorefull-time operators,aswasthepracticein Kerala.

To improve both the efficiencyandthe cost-effectivenessof operationsandmaintenance,the independentstudy
recommendedthat the KeralaWaterAuthority train localbodies(administrations)or local voluntary(user)
groups,giving themfull responsibilityfor operationsandmaintenance.KeralaWaterAuthority wouldonly serve
asatechnicaladvisoror “referralpoint” formajorrepairand maintenanceproblems. The local body or voluntary
groupswould alsocollectwaterfees in exchangefora servicefee.
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professionaltaxes,vehicletaxes,varioustaxesassociatedwith agriculturalactivities,and
entertainmenttaxes),tolls andfees. Also includedarerevenuesderivedfrom locally
administeredcommercialactivitiesandlandholdingsandgeneralcontributionsfrom thepublic.
Sharedrevenueis theproportionofnationalandstatetaxesthatis allocatedto local
administrations.Grantsareprovidedby thestatefor establishmentcosts(primarily salaries),
maintenanceofassets,andimplementationofnationalandstate-fundedrural development
programs.Loans,althoughuncommon,do exist. In BiharandUttar Pradesh,local
administrationsreceivefinancingfromthe statepanchayatfinancecorporationfor abroadrange
of activities.

Box 3.2. A DetailedLook atGramPnnchayatFinancesIn Kernln, 1990-91

3.16. Grampanchayatreceiptsfrom centralandstategovernments,in 1989-90, rangedfrom
0.1 percentoftotal stateincomeandrevenuein MadhyaPradesh(Rs.0.5 percapita),to almost8
percentin UttarPradesh(Rs. 53.2per capita)(Table3.4). Receiptsof grantsfrom thecentraland
statelevel alsovariedconsiderablyacrossstates,rangingfrom Rs.49 percapitain UttarPradesh
to Rs.0.04 percapitain MadhyaPradesh,with adistributionskewedtowardthelow figure. The
mostself-generatedrevenuewasachievedin Kerala(Rs.26.9 percapita)followedby receiptsin
Gujarat,GoaandPunjab.

3.17. Therole andresponsibilitiesofblock administrations,particularlythoserelatedto
financialmanagement,varysubstantiallyfrom stateto state(Table3.5). In somestatessuchas
AndhraPradeshandGujarat,blocklevel administrationsplay an importantrole in fmancial
management.This is becausetherelativeincomelevelsatblock level, asaproportionof the
populationwhichtheyserve,aresubstantiallygreaterthanat grampanchayatlevels. In other
states,block administrationsgenerallyhaveamorelimited, if notnegligible,role. Blocks
normally relymoreheavilyon grantsthando grampanchayats,andthis curtailstheiruseoftax
instrumentsdespitetheirauthorityto levytaxes.

Keralahasaruralpopulationof21.4million, which is almost74 percentofthestate’stotal population. There are
14 districts, 152 block administrationsand 990 gram panchayats. Eachdistrict servesan averagepopulationof 1.5
million, eachblock servesan averageof 140,900people,and eachgrampanchayatservesanaverageof 21,600.

For fiscal 1990—91, the total incomefor gram panchayatsamountedto Rs.45.1 per capita or Rs.967 million, of
*hich 70 percentwas self-generated,30 percent wascomprisedofgrants, andlessthan 1 percent wasprovidedby
loans (Governmentof Kerala,1996). The main sourcesof self-generatedincomewere building taxes and
surcharges(21 percent), professionaltaxes (12 percent), entertainment taxes(7 percent), incomefrom marketfees
(2 percent), property salestaxes(22 percent), donations(1 percent), and miscellaneous(27 percent). Other minor
taxesandfees,including servicetaxes,entrytaxes,propertytaxes,vehicletaxes,andfeesfor licenses,madeup less
than 2 percent. During the samefiscal year, total expendituresamountedto Rs.43.7percapitaorRs. 937 million,
ofwhich 26 percentwasspenton salaries,25 percenton public works,2 percenton education,3 percentonwater
supply, 6 percenton electricity, and38 percenton otherpurposes.

If 20percentofthe expenditureis relatedto newschemesor rehabilitationandmajorrepairsofexistingschemes,in
addition to direct expendituresonoperations and maintenance,thenRs. 3.5per capita in 1990-91wasspentby gram
panchayatson ruralwatersupply.



44

Table3.4. A Comparison of Gram PanchayatFinances,SelectedIndianStates,1989—90

Total
incomeper

gram

panchayat

Self-generatedrevenue Sharedrevenue Grants Loans
Total

income
percapita

Percent
of state
incomeThousands Thousands Thousands Thousands

State (rupees) ofrupees Percent ofrupees Percent ofrupees Percent ofrupees Percent (rupees) (percent)

Ancthra 101,145 6.1 15.0 2.7 6.6 31.87 78.5 — — 40.60 4.7
Pradesh

Goa* 107,022 14.1 49.6 — — 6.7 23.5 0.9 3.1 28.38 1.0
Gujarat 56,053 15.2 55.2 0.8 2.8 11.6 42.0 — — 27.56 2.3
Haryana 23,363 9.7 88.8 — — 1.2 11.2 — — 10.90 0.9
Himachal 17,593 8.4 86.7 0.1 1.4 1.1 11.1 0.1 0.9 9.68 0.5
Pradesh

Kerala 684,702 26.9 85.6 — — 4.6 14.5 — — 31.43 3.2
Madhya 1,299 0.4 92.6 — — 0.0 7.9 — — 0.48 0.1
Pradesh

Maharashlra 22,706 8.2 68.3 0.8 6.5 3.0 25.2 — — 12.01 0.9
Orissa 14,942 0.3 14.4 — — 2.0 85.3 0.0 0.3 2.39 0.2
Punjab 34,465 12.4 47.1 0.3 1.1 13.5 50.9 — — 26.42 1.8
Rajasthan 186,103 2.0 4.9 — — 38.4 95.1 — — 40.37 4.9
TamilNadu 8,651 1.0 33.3 1.0 31.8 1.1 34.9 — — 3.12 0.3
UttarPradesh 80,274 1.2 2.2 2.5 4.7 48.8 91.7 0.8 1.4 53.22 7.9

— Not available.
* Total doesnot equal100percent.
Source: OominenandDatta,1995.
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Table 3.5. Block Administration Finances,SelectedStates,1989—90

Total Self- Average Total
incomeper generated Shared block incomeper
block (‘000 revenue revenue Grants Loans population capita

State rupees) (percent) (percent) (percent) (percent) (‘000) (rupees)

AndhraPradesh 3,978.0 0.6 2.8 96.6 — 44.2 90.0
Gujarat 10,869.0 11.2 5.4 79.9 3.5 147.9 73.5
Haryana 84.0 29.8 — 70.2 — 112.8 0.7
HimachaiPradesh 82.0 100.0 — — — —65.6 1.3
Orissa 113.0 — — 100.0 — — —

Punjab 521.0 56.3 7.0 36.8 — 105.0 5.0
Rajasthan 49.0 56.5 4.8 38.7 — 143.2 0.3
TamilNadu 5,564.0 4.4 5.1 90.5 — - — — -

UttarPradesh 267.0 52.2 — 47.8 — 123.7 2.2

— Not available.
Source: OommenandDatta,1995; Oommenet. al., 1996.

3.18. Districtscommonlyplay amajorrole in theadministrationof local finances. State
comparisonsofdistrict fmancesarenot readilyavailable; howeverin onestate,Maharashtra,the
districtswereallocatedapproximatelyRs. 164percapita,substantiallymorethantheaverageRs.
12 percapitaallocatedto thegrampanchayals.As in otherstates,district revenuesin
Maharasthraarecomposedlargely (96percent)ofnationalandstategrants. Basedon this
assessment,if themostfavorablesituationis projectednationally,grampanchayatswould
accountfor Rs. 53.2percapitaor2 percentoftotalgovernmentexpenditurein 1989—90. Block
anddistrict administrationswould account,respectively,for Rs.90.0 percapita(toughly4
percentoftotalgovernmentexpenditurein 1989—90)andRs.164.2percapita(8 percentin
1988—89). Districtsalso haveauthorityto levy taxesthoughtheyrarelyusesuchpowers. Their
taxingauthorityis poorlydefined,making themhesitantto setaprecedentoftaxing communities
wherenoneexists.

3.19. Local administrationfmancingis typically structuredsothateithertheblockorthe
districthastheprimaryrole in financialmanagement,while theotherplaysamoreadministrative
role andthereforeis accordedfinancialresponsibilityfor anadministrativebudgetonly. If the
administrativebudgetis 25 percentoftotal financesavailableto theothertwo administrative
tiers,thentotal local administrationexpenditureis aboutRs. 170percapitaor7 percentoftotal
centralgovernmentexpenditureannually. Table3.6 compareslocal administrationfinances.
Thisbest-casescenariosubstantiallyexceedsthefindings of Datta(1992),whichestimateslocal
administrationexpenditurein 1986—87to be 6 percentoveralland3 percentfor rural local
administrations(Datta,1992; Bagchiet. al., 1992). Local administrationexpenditureis typically
below 15 percentoftotal governmentexpenditurein developingcountries,comparedwith 20 to
35 percentin industrialcountries(IJNDP, 1993).
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Table3.6. LocalAdministrationFinances,SelectedStates,1989—90(Rs.per capita)

Total local

State
Grampanchayat
incomeper capita

Block-levelincome
percapita

District-Tevelincome
per capita 1988—89

administration
incomeper capita

AndhraPradesh 40.6 90.0 32.7* 163.3*
Gujarat 27.6 73.5 25.3* 126.3*
Haryana 10.9 0.7 — —

HimachalPradesh 9.7 1.3 — —

Maharashtra 12.0 44.1* 164.2 220.3*
Orissa 2.4 n.a. — —

Punjal, 26.4 5.0 — —

Rajasthan 40.4 0.3 — —

TamilNadu 3.1 n.a. — - - — -

UttarPradesh 53.2 2.2 — - - —

Average 64.9 27.1* 74.1* 170.0*
— Not available. * Estimated.
Source: OommenandDatta, 1995; Oonunenet. a!., 1996.

3.20. TheGOI TenthFinanceCommissionhasrecommendedthatthecentralgovernment
providestateswith anadhocgrantofRs. 100percapitafor rural areasto bedistributedto
panchayatraj andlocal administrationsoverafour-yearperiod—i996—97to 1999—2000(GOl,
1994e). This initial stepwasequivalentto only 0.4percentoftotal centralgovernment
expenditurein 1994—95,theyearin whichthegrantwasrecommended.Obviously,this
percentagewill declineeachyearasannualgovernmentexpendituresincrease.At the statelevel,
somemajorstepsarebeingtaken. TheStateFinanceCommissionin WestBengalrecommended
in 1995 that25 percentofthestatetaxrevenuebe devolvedto thepanchayatraj institutionsand
localadministrations,in additionto thesystemoftransfersandgrantsalreadyin place(West
BengalStateFinanceCommission,1995). This recommendationtranslatesto 9 percentofthe
state’stotal expenditurein 1994—95,or almost 16 percentofself-generatedrevenue.Although
still to beimplemented,it is certainlyastep in theright direction.

3.21. Grampanchayatsrequirenotonly basicsupportbutalso sufficient incentivesto increase
theirlevel ofself-generatedincomeandbecomemoreindependent.Moreover,theyrequirethe
autonomyto prioritize andchooseinvestmentsthatbestsatisfycommunitydemand.From a
managementperspective,theyneedto understandwhattrying to meetcommunityneedswill
entailandthefmancialandsocialimplicationsofdoingornot doing so. Theyneedto
understandandassesstheavailabletechnologyandthemeritsofalternativemethodsof
procurement.If panchayatraj institutionsareto administerandprovidebetterbasicservicesto
rural areas,theymustbegiventheopportunity,support,andresourcesto do so.

3.2. COST RECOVERYAN]) FINANCIAL SUSTAINABILITY

3.22. Poorcostrecoveryin thesectoris primarily dueto negligible tariff levelswhichdo not
reflectactualcostsandarenot routinelyevaluatedandadjustedfor inflation. Poorcollection
rates,weaklytransparentaccountingsystemsandweakfmancialmanagement,exacerbatean
alreadycritical situation. In general,wateris suppliedfrom public standpipesorwells asa
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public service.Thispolicy, exceptin thecaseofexternallysupportedprojects,meansthat
capitalcostsfor rural watersupplyarefully financedby thegovernmentandthatvery fewrural
areas,if any,chargefor public water. Althoughmuchhasbeensaidin favorofcostrecovery,
very little hasbeendoneto achieveit. Unfortunately,themeagreproceedsfrom waterfeesare
notnecessarilyusedto supportoperationsandmaintenance,andthesystemgenerallysuffers
from a lackoftransparency.

3.23. Thefeestructurefor ruralwaterin India is complexin additionto beinginadequateto
meetthecostsof supply. In almostall cases,rural waterfeesarechargedonly to householdsor
commercialenterpriseswith individualconnections,andnot to communitiesaccessingwater
throughpublic standposts.Propertyandhousetaxesin manystatesincludeasmall watertariff
In Maharashtrafor instance,thetariff rangesbetweenRs. 18 andRs. 150 perhousehold.In some
statesthereis aone-timefeechargedfor aprivatehouseholdconnection. For externallyfunded
projects,theconnectionfeerangesfrom Rs. 100in somevillagesin Karnatakato Rs. 1,800in
villagesin Maharashtra.In Haryana,thestatechargesRs. 1,000. In all cases,this is overand
abovethe costofthehardwareinvestment,which is consideredthesoleresponsibilityofthe
householdin question.

3.24. In additionto theconnectionfee,householdsaregenerallychargedarecurringtariff. In
Maharashtra,the tariff for unmetereddomesticconnectionsrangesbetweenRs. 101 andRs.300
annually,whereasfor metereddomesticconnectionsit rangesbetweenRs.0.6 andRs. 1.2per
cubicmeter. In contrast,in Kerala,unmetereddomesticconnectionsarechargedRs.204
annually,whereasmetereddomesticconnectionsaresubjectto aminimumchargeanda
progressivetariff for anyconsumptionin excessof 10 cubicmeters(Rs.2.3 percubicmeterfor
11—30 cubicmeters; Rs. 3.5 percubicmeterfor 31—50cubicmeters; andRs.4.6 percubic
meterformorethan51 cubicmeters). In externallyfundedprojects,aperiodicwatertariff is
alsochargedto recoverthecostsofoperationsandmaintenance.In Karnataka,household
connectionscostbetweenRs. 10 andRs. 20 permonth,while standpostscostbetweenRs. 1 and
Rs. 10 permonth. In Maharashtra,eachhouseholdwith aconnectionis chargedRs. 15 monthly.

3.25. Thepresenceofhouseholdconnectionsis somewhatcontraryto existingpolicy. National
normsdo not addresshouseholdconnections,andpublic schemesdo not includehousehold
connectionsin eitherthetechnicalorthedesignspecifications.Illegal connectionsare
consideredto be inevitable. From atechnicalperspective,however,illegal connectionsaccount
for ahigherlevel ofconsumptionthanis providedunderthenationalnorms,therebyreducingthe
level ofservicefor usersdownstreamor attheperimeteroftheservicearea.This affectspoor
peoplewho often live in relativelyundesirableareas.

3.26. For all thesereasons,it couldbeexpectedthatthenumberof houseconnectionswouldbe
minimal. TheRajiv GandhiMissionreports,however,that4.3million housesin rural areas
receivewaterfrom public pipedwaterschemes.If eachhouseconnectionservesanaverage
householdoffive persons,apopulationof 21.5 million persons(or almost17 percentofthose
servedby public pipedwaterschemes)areservedby householdconnections.InKerala
specifically,thereare584,000pipedwatersupplyconnectionsofwhich 91 percentaredomestic,
9 percentarecommercial,andlessthan 1 percentis industrial. Again, if eachconnectionserves
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anaveragehouseholdoffive persons,2.7 million persons(ormorethan25 percentofthe
populationservedby public schemesin Kerala)haveaprivateconnection.

3.27. The(301(1996)reportsthatin 1991-92,costrecoveryofworkingexpensesforrural
watersupplyschemeswasequivalentto 1.8 percent,andlessthan1.3 percentoftotal outlaysif
capitalcostsarefactoredin. Evenin themoreidealizedexternally-aidedprojectsetting,cost
recoveryofoperationsandmaintenanceis nominalatbest: in suchprojects,receiptsofonly 10—
30 percentoftotal billings wereobserved.Complianceappearsto befairly highwherelocal
taxesorfeescontributedirectlyto local finances.In Kerala,whererural andurbanconnections
arenot accountedfor separately,collectionratesfor connections,whetherdomesticorbusiness,
arevery high,rangingbetween85 and95 percent(seeBox 3.3). TheKeralaWaterAuthority
doesnothaveasmuchtroublecollectingfrom individualhouseholdsor industrial customersasit
doesfrom grampanchayatsthatmanagewatersuppliedby standpostsorfrom stateauthoritiesor
boardsthatoperateandmaintainschemes.State-runschemescollect15—30 percentofbillings.
Collectionratesdiffer largelybecausetheKeralaWaterAuthorityhasno recoursewhengram
panchayatsrefuseto pay,becausecuttingoff thewatersupply to an entirecommunityis
consideredpolitically unacceptable.Obviously in caseswheresufficientincentiveormotivation
exists,collectionratescanbesubstantiallyimproved.

3.28. Basedonbroadassumptionsaboutbothcostsandtheexistingmix oftechnology,the
weightedaveragecostofoperatingapublic schemeis Rs.22 percapitaperannum. Maintenance
requiresanadditionalpercapitaRs. 16, andareplacementfundrequiresRs.32 per capita,for a
total weightedaveragepercapitaannualrecurringcostofRs.71. In 1991,actualworking
expensespercapitarangedbetweenalmostRs.4 in WestBengalandRs.79 in Arunachal
Pradesh,representinganaverageofRs. 13 percapitafor all Indiaandlessthan 18 percentofthe
estimatedrequirements((301, 1996). Currentallocationsareclearlyinadequateto supportan
appropriatelevel ofoperationsandmaintenance.
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Box 3.3. KeralaWaterAuthority—Improvementin Billing andCollectionRates

WillingnessandAbility to Pay

3.29. Solongasthegovernmentcontinuesto promotewaterasasocialrightwithout
communityobligations,thepublic will bereluctantto pay for whatit feelsis agovernment
responsibility. Theywill alsobe reluctantto pay for a low quality service,which in this casehas
beenbroughtaboutby freeprovisionofserviceandtheresultantlackoffundsfor O&M. It has
beendemonstratedrepeatedlyinmanycountriesthatthegeneralpublic is willing to payfor
reliableandsafewatersupplyandsanitationservices.Thusthemajorconstraintto
implementinga costrecoverystrategyis thepolitical unwillingnessto chargefor water.

3.30. Assumingapolitical willingnessto charge,willingnessto paywill dependon the
availability ofalternativeandtraditional sources,thequalityandlevel of serviceprovided,and
publicperceptionsoftheassociatedhealthandotherbenefits.Theability to paywill be
governedby thetechnologicalsophisticationofthe infrastructureinvestment.Adoptingtheview
oftheWorld Bank,UNICEF andmanybilateraldonorsthatwatersupplyandsanitationservices
areaffordableif thecostfallswithin 3 percentofincomes,analysisshowsthatwhilehandpumps
andmini pipedschemeswouldon averagebeaffordableto thepoor,small andregionalpiped
schemeswould not (Table3.7). With only about22 percentoftherural populationbelowthe
nationalpovertyline (GOT, 1996),affordabilityofRWSSschemes(whicharelargelyonthe
lower endofthetechnologyspectrum)would notbe problematic. But thisunderscorestheneed
to tailor the investmentsto theneedsofthecommunities.A demand-driveninvestmentstrategy
is critical to ensureappropriatenessof investments.

The Kerala WaterAuthoritywasestablishedin 1984 as anautonomousbody responsiblefor regulatingand
providingpublic watersupply andsanitationservicesin thestateofKerala. In 1995 it providedpipedwaterto
morethan16 million persons,74 percentofwhom wereurbanbasedand46 percentruralbased.Of thoseserved,
roughly25 percenthavehouseconnectionsin urbanareas(329,172connections),comparedwith roughly 10
percentin ruralareas(203,389connections).The remainingpopulationis servedby standposts.

In 1990—91revenuewascomprisedof stategrants(52 percent),waterusercharges(45 percent), and other income
(3 percent). However,increasedcompetition for limited governmentfundinghasencouragedthe Kerala Water
Authority tobecomemoreself-sufficient. In 1994—95 theproportionofrevenuereceivedfrom waterusercharges
increasedto almost54 percentof total revenue,partlyasa result of successfullobbying for substantiallyhigher
tariffs andpartly as aresult of improved billing andcollectionrates(A. F. FergusonandCo., 1992).

In 1989—90outstanding customerreceivableswere 54 percent higher thanthose due at the end of the previous
fiscal year. During 1991—92billing andcollectionpracticeswerestudied,andrecommendationsmade to improve
thesepractices. Subsequentto implementation of the recommendations,collections from domestic, commercial,
andindustrial connectionsaveraged98 percent.

In addition,in 1994—95 aportionof thearrearsincurredby localadministrationsfor standpostchargesandbulk
watersupplyfrom stateallocations,were recoveredprior totheir distribution. With theproceedsfrom the
government transfer, the collectionrate of current local administration billings increasedfrom 7 percent in 1993—
94 to 81 percentin 1994—95,andagainto 116 percentin 1995—96.
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Table3.7. Affordability of Various Technologies,in 1996PrIcesand 1995/96IncomeProjections, India

Annua1 costpercapita (rupees) Percentof
povertyline PercentofOperationsand Replacement

Technology maintenance fund Total income averageincome

Handpumps 8 16 24 0.7 0.5
Mini pipedwater 42 33 75 2.3 1.5
scheme

Smallpiped 107 75 182 5.5 3.6
water scheme

Regionalpiped 167 100 267 8.1 5.3
water scheme

Source: Departmentof Statistics(1994)andNationalCouncilofApplied EconomicResearch(1997).

3.3. PRIVATESECTOR FINANCING

3.31. Individualsand communitiesarevital andessentialsourcesoffinancingfor RWSS,and
in somestatesareactivelyengagedin own-fmancingofsomeinvestments.A householdfield
study in Kerala,for instance,estimatedthat46percentofall householdsinpanchayatareas
dependsolelyon theirown openwell or borewell(KeralaWaterAuthority, 1992). Thestudy
alsofoundthatan additional23 percentof all householdsrely on theirown wells in conjunction
with anotherprivatesource. Thusalmost70 percentofall householdssurveyedrely to varying
degreeson sourcesthathavebeenprivatelydeveloped.While Keralamaybeuniquein the
magnitudeofprivate sectorinvestment,dueto its favorablehydrologicalconditionsthatoffer
substantiallymoreopportunityfor privatelydevelopedsourcesthando the semi-aridordesert
conditionsfoundin severalotherstates,thefactremainsthathouseholdsandprivate
organizationsall overIndiahaveandwill continueto makemajorinvestmentsin privatesources
asamatterofbasicnecessityanddesirefor convenience,improvedperformance,andhigher
level ofservice.Usersandmain beneficiariesof capitalinvestmentin the sectorhavean obvious
andcritical stakein ensuringthattheirservicerequirementscanbe satisfied; in theshortterm
theyoffer theonly practicalalternativeto increasingtheamountofgovernmentallocations.Cost
sharingcanandmustbeimplemented,andspecificproposalsaredevelopedin Chapter4.

3.32. Own-financingnotwithstanding,limited scopeexiststo mobilize marketfinanceor
inducecorporateinterestin RWSSinvestmentswithoutachangein sectorpoliciesto enable
cost-reflectivepricingofservices.Thesectordoesnotcurrentlyoffer sufficientlyattractive
returnsin eithertheshortorthe long term. This contrastswith thesubstantialprivatesector
investmentevidentin awiderangeofmanufacturingandotherservicesectors.6High-risk, long
paybackperiodsandpricing limitationsoftheRWSSsectoraspresentlystructured,serveas
seriousdisincentivesto potentiallyinterestedparties. Suchdisincentivesdiscourageeven
government-supportedcreditfacilities suchasHUDCO andLife InsuranceCorporationofIndia
which,, despitemandatesto supportboth infrastructureandrural development,investonly a
minorproportionoftheirtotalportfolio in RWSS. In Kerala,wheretheruralpopulation

6 At leasttwo-thirdsofall sectorinvestmentsarechanneledinto goodsandservicesprocuredfrom theprivate
sector.
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accountsfor 73 percentoftotalpopulation,loans from thesetwo corporationsfor ruralschemes
accountedfor only 15 percentofthetotal approvedfinancingprovidedby theseagenciesto the
KeralaWaterAuthority in 1996—97.

3.33. Thekey to corporateinvolvementin theRWSSsectorlies in implementingreformsto
achievea commercializeddemand-orientedculturein RWSSentitiesto tailor operationsto the
needsofusercommunities,andstructureinvestmentsaccordingnot only to communityneeds
butalsoto theirabilities to pay. This will entailgreatercommunityinvolvementin decision-
makingregardingall sectoralactivitiesincluding investments,technologiesandpricing
(includingthe funding ofinfrastmcturereplacements).Thesectorwill needto introduceand
strengthencorporatefinancialmanagementcapabilitiesin thewateragenciesto instill financial
disciplineandeffectivehandlingofcostandpricing issues.
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4. STRATEGY FOR SECTOR REFORM

4.1. To addressthe majorissuesconfrontingthe sector,thegovernment’sapproachmustbe
modified to enableconsistencybetweenprogramimplementationandtheprescribedpolicy. This
meansimplementingadecentralized,userparticipatory,demand-drivenapproachincludingcost-
sharingandfull costrecovery,andmaximumimplementationby usersat grass-rootslevels,
therebyensuringthatthepublic receivestheservicesit desiresin anefficient,equitableand
sustainablemanner.

4.1. GOALS AND COMPONENTS

4.2. Therecommendedstrategyhasthreeservicemanagementgoalsandoneresource
managementgoal:

To establishanenablingenvironment,meaningasituationthatpolitically, legallyand
institutionally supportsreformof the sector;

• To ensureinstitutional sustainabiityby supportingtheprocessof decentralizationand
devolutionof responsibilitiesforRWSSto thepanchayatraj institutions,local
administrationsandusers,andby strengtheningtheadvisorycapacityofexistingsector
agencies;

• To ensurefinancial viability andsustainabilityby implementingcost-sharingandcost
recoverypolicies; and

• Toprotectwaterresources,inparticulargroundwater,by developingplanning,resource
managementandtechnologicalpracticesto protector improvetheavailability andquality
ofgroundwaterfor rural watersupply.

4.3. Thestrategyreliesheavilyontheuseof centralandstalefunding to drivethereform
process.As such,conditionalityfor disbursementofcentralfundsto stateadministrationsandof
statefundsto panchayalraj institutionsand local administrationsshouldbe definedexplicitly in
termsof conditionsthatmustbe metandactivities for whichfunding canbe applied. Thepolicy
needs,strategy considerations,and critical interventionsrecommendedfor eachgoalofthe
reformstrategyarepresentedhere,andsuitableactivitiesareidentifiedfor whichmatching
centralandstatefundingwouldbe eligible.

Enabling Environment

4.4. The frameworkcontainedin theEighth-FiveYearPlan,which servesasaguideto
required reformsin thesector,needsto be translatedinto policy statementsatstatelevel. The
policy andthrustofits implementationfeaturesshouldemphasizethecorethemesemerging
from this report: devolutionof responsibilitiesto grass-rootslevelsand,in particular,user
involvementandimplementation;ademand-orientedapproach;full costrecovery,costsharing
andfmancialsustainability; andprogressive&ljustmentofgovernment’srole to be afacilitator
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ratherthananimplementorin theRWSSsector. Thepolicy statementsubsequentlyneedsto be
implementedthroughwell identifiedinterventions. The strategyis to ensureapolitically, legally
andinstitutionaily supportiveenvironmentthatwill advocateandfacilitatetheimplementationof
policiesandenablethereformsto proceed.

4.5. Fourinterventionsare recommended.First, awidespreadcampaignshouldbelaunched
to communicatethemessagethatwateris ascarceresourceandmustbemanagedasan
economicgoodto ensureuniversalaccessandefficientuse~andailocation. Thiscampaignwill
includemassmediacampaigns,public education,andtargetedtraining to inform therural (and
urban)populationoftheneedto chargefor waterandthebenefitsofdoing so,andto convince
politiciansofthepublic’swillingnessto payfor asafeandreliablesupplyofwater. Matching
centralfundingmaybeprovidedto supportpublic communication.Second,groundwater
legislationshouldbedevelopedandimplementedto ensurethatpriority is givento drinking
waterandtheprotectionof its source.

4.6. Third, astateActionPlanshouldbe developedandimplementedto devolve
responsibilitiesasdefinedby thePanchayatRaj Act (includingrural watersupplyand
sanitation). Thisplanwouldensurethatdecisionmaking,managementandfinancialautonomy
areequallydevolved.And fourth, activitiesthatstrengtheninstitutions(including development
andimplementationof managementinformationsystems,financialsystems,performance-based
incentivesystems,monitoringandevaluationsystems,andmanagementtraining)areneededto
supportpublic sectorandcivil servicereformandimprovetheoverall monitoring,accountability,
andtransparencyofthesector. Thecampaignwouldemphasizethenewuseranddemand-
orientedapproach.Matchingcentralfundingmaybeprovidedto supportstatemanagement
trainingandmanagementinformationsystems.

InstitutionalSustainabiity

4.7. Two policiesareneededto supportinstitutionalsustainability. A nationalRWSSsector
policy is neededto defmetherole ofthepublic sector,andastatepolicy is neededto definethe
role ofthestatein keepingwith theprinciplesdefinedin thenationalpolicy. It is essentialthat
thesepolicies arenot only developedbutalso implemented.Thestrategyis to developand
implementastateRWSSdecentralizationpolicy that: (i) clearlydefinesthe mandateandroles
ofstate,district, andblock administrationsandpanchayatraj institutions,with emphasison the
increasedrole oftheusersandaprogressivelydiminishedrole ofgovernmentto oneof facilitator
ratherthanimplementor; (ii) decentralizessectorfunctionsto thelowestappropriatelevel; (iii)
restructuresandstrengthensthe state,districtandblockadministrations,to providesupport
servicesto panchayatraj institutions,specificallythegrampanchayatsand,mostimportantly,the
village watersupplycommittees;and(iv) facilitatestheparticipationofNGOsandtheprivate
sector.

4:8. Five interventionsarerecommended.First, existingpublic sectorinstitutionsshouldbe
restructuredso thattheyareorientedto consumerserviceandservetheirmajor clients(the
panchayatraj institutions,specificallythegrampanchayatsandtheftviliage watersupplyand
sanitationcommittees). Second,institutionalstrengtheningactivities shouldbe supportedto
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improvetheresponsibleagencies’functionalcapacityin policy development,planning,
implementation,operationsandmaintenance,monitoringandevaluation,andhealthand
sanitationpromotion. Matchingcentralandstatefunding maybeprovidedto supporttraining.
Third, amonitoringsystemshouldbe implementedto ensurethat nationaldrinkingwater
~tandardsareadequatelymonitoredandsafeguarded.Matchingcentralfundingmaybe provided
tp supportwaterqualitymonitoringsystems.Fourth,ownershipofrural watersupplyassets
shouldbe transferredto panchayatraj institutions. Matchingcentralandstatefundingmaybe
pi~ovidedto supportrehabilitationandreplacement.Finally, theproceduresgoverningcontracts
andpre-qualificationsneedto be improved,as do theproceduresfor monitoringandevaluating
N(~Osandtheprivatesector.

CostRecoveryand Financial Sustainability

4.9. Policiesareneededat stateandnationallevelsto ensurefull recurrentcostrecovery,cost
sharingandthesector’sfinancialsustainability. At thenationallevel, aRWSScostrecoveryand
cost-sharingpolicy is neededto definethesituationsin whichacommunitywill beeligible for
matchinggovernmentfinancingfor newschemesandrehabilitationorreplacementofexisting
schemes.At the statelevel, aRWSScostrecoveryandcost-sharingpolicy is neededto support
theprinciplesdefmedin thenationalpolicy. Thestrategyhasthreeobjectives: (i) to recoverthe
full costof operations,maintenanceandreplacement,(ii) to sharecapitalcostssothatpanchayat
raj institutionsandthecommunityarepartners,capitalinvestmentis efficient, andownershipis
transferred,and(iii) to encouragerural creditfacilities andtheprivatesectorto investin the
sector. Theproposedstrategywill accomplishthesegoalsthroughtheuseof well-defmed
fmancialconditionalities,whosebasiswill servethebroaderobjectivesofpublic administration
reform. Strict adherenceto conditionalitieswill be critical to thestrategy’ssuccess.

4.10. Fourinterventionsarerecommended.First, ademand-drivenapproachshouldbe
implementedto ensureanaffordablesupplyof publicwaterandsanitation. Matchingcentraland
statefundingmaybeprovidedto supportnewconstruction.Second,remedialmeasuresare
neededto addressdrinking waternot satisf~’ingnationalandstatestandards,andthesemeasures
shouldbeeligible for matchinggovernmentfinancingor transparentsubsidies.Third,
institutionalstrengtheningactivitiesshouldbe supportedto improvetheefficiencyof investment
andexpenditurein the sectorandoverall financialmanagementofsectoragencies.Matching
centralandstatefundingmaybeprovidedto supportmanagementandfinancialmanagement
training. Fourth,tax incentivesshouldbe providedto encouragetheparticipationofNGOsand
theprivatesector. Matchingcentralandstatefundingmaybeprovidedto supportsoft loansand
guarantees.

Transition Phase

4.11. Duringatransitionphase,fmancialconditionalityis proposedto phaseout theexisting
normandtarget-drivenapproachand governmentsubsidiesto thesector,andphasein ademand-
drivenapproachandfull costrecovery.Publiceducationandwidespreadcommunicationwill set
thestagefor difficult costsharingandcostrecoverypoliciesto beannouncedandimplemented,
by convincingthevoting publicandpoliticians of thebenefitsto themof afinancially
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sustainableservice. Thegoalofthepublic educationcampaignwill be to enlightenthepublic
about: theprocessofcapturinganddeliveringpotablewater; theassociatedcosts; theneedto
recoverthosecostsfrom usersto ensureandmaintaina safe,reliableand efficient servicefor all;
andtheneedto economizeonuseofwaterto ensureits continuedavailability in the future. This
would dispelthebelief thatwateris afreeresourcefrom thegovernment

4.12. Thedurationofthetransitionperiodwill dependon theability ofsectoragencies,district
orblock administrations,andgrainpanchayatsto reorientorrestructurethemselves,the
successfulimplementationofcostrecoveryandcost-sharingpolicies,andthegeneralavailability
ofmatchingfunding. Fundamentalto successwill be thedegreeto whichtheseeffortstranslate
into thecreationof strongusergroupsin theform ofvillage watersupplyand sanitation
committees(VWSSCs). Oncethetransitionphaseis complete,thesectorshouldbe fully self-
sufficient. Transparentsubsidieswill only beprovidedin two situations: one,to servethevery
poorortwo, to matchfunding for implementinganexpensivetechnologybeyondthegeneral
affordabilityofthecommunitythatis deemednecessaryto addressseriousproblemsof water
quantityor quality.

4.2. THE DEMAND-DRIVEN APPROACH

4.13. A demand-drivenapproachis essentialto promoteefficient capital investmentandsustain
existing investment.Theinstitutional interfacewill be thegrampanchayaton onesideto ensure
legalgrounding,andon theothera users’(watersupplyandsanitation)organizationto ensure
users’ full participationin decisionmaking. Demandfor serviceswill beexpressedthroughthe
users’willingnessto organizefor RWSS,theirwillingnessto prepareaGramPlan(seepara.
4.19) thatincludesRWSS,andtheirwillingnessto sharein thecapitalcostandpaythefuli cost
ofoperation,maintenanceandreplacement.Variantswithin thisapproachcanbeconsidered
dependingon the capacitiesof panchayatraj institutions andthegrass-rootsorganizations.It is
likely that maximumeffectivenesswill be achievedwhere the VWSSCsrather than the
panchayatraj takes a larger implementationrole. Decentralization should not be seenasmerely
transferringthe governmentrole to local governmentlevels,but asaprocessof transferring
decisionmakingand implementationto the users. Institutionalsustainabilitywould alsobe more
expedientlyassuredif it is supportedby external developmentagenciesandwith increased
participation ofNGOs andthe private sector. Externally-supported projects should incorporate
full policy elementsof the strategyto bolster 001’sefforts at policy reform. Support of NGO
and private sectorparticipation would be facilitated through increasedflexibility in government
procurement and contract regulations andprocedures,andthroughprovisionofconcessional
financing or beneficial tax incentives.

4.14. Gram panchayats,and/ortheuserWSS groups,will requiremanagementandother
functionaltraining andsupportto enablethemto assumetheirnewroleasplanners,
implementors andchiefcaretakersofRWSSfacilities. Public funds shouldbeallocatedfor this
purposefrom existingsectorconimitmentsto ensuretimely availability ofresources.Technical
assistanceandtrainingwould be requiredfor: enhancingtheparticipatoryprocess; procurement
andcontracting; operationsandmaintenance;billing andcollection; andfinancialmanagement
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andreporting. Thestaffofexisting stateor districtwateragencies,NGOsandprivatesector
organizationswouldbe theagentsfor disseminationandtrainingto thepanchayats.

4.15. District andblocklevel administrationswill alsorequiresupportfor strengthening
managementcapacityparticularlyin theareasof: managementinformationsystems,and
financialandperformancemonitoringandevaluationsystemsto improveoverall sector
management,accountabilityandtransparency.Developmentofhumaninteractionand
participatoryskills wouldbecritical. This would beespeciallyimportantin locationswith noor
weakNGOsorprivatesectorcapacity.As theutility ofsuchskills arecrosssectoral,careshould
be takento avoidreplicationofskills thatmay bepresentin othergovernmentdepartments.
Whereavailable,stafffrom departmentssuchashealth,family welfareor socialwelfareaswell
asotherpersonnel(suchasextensionworkers,block developmentofficers,universities,NGOs,
privatefirms) shouldbe involved.

4.16. District andblockengineeringsub-divisionsshouldbeproactiveduringthe transition
phasein assistingthegrampanchayatsto establishwatersupplyandsanitationcommitteesand
to undertakeparticipatoryinventoriesof RWSSassets.Theyshouldalsoprovidetechnical
servicesto GramPlanpreparation,preparationof technologicaloptionsandcostestimates,
detailingofcostsharingarrangements,supervisinggeophysicalinvestigationsandscheme
implementation,andcoordinatinghealthandhygieneeducation.

4.17. State-levelRWSSagencieswould alsorequiremajorreorientationtowardademand-
driven,client-orientedandparticipatorycultureandestablishingthemselvesasfacilitatorsto the
panchayatsanduserWSSgroups. This would be especiallycritical wheresuchagencieshad
responsibilityfor regionalpipedschemes,to ensurethelevelsandquality ofservicethatusers
desireandarewilling to payfor. Communityspecialistsor sociologistsshouldbeemployedat
manageriallevel by the agencies,with mandateto administerstafftraining programsin local
governmentproceduresandcommunityparticipationtechniques,andto developapproachesfor
providing servicesto local governmentsandcommunities. Wherenecessary,consultantsor
training institutionsshouldbeengagedto providetrainingprogramsfor engineers.Water
agenciesshouldsupportthe introduction,communicationandfacilitationofmethodologiesfor
community-basedplanning,implementationandoperationsandmaintenanceofRWSSat
district, blockandVWSSC/grainpanchayatlevels. Thesewould includerapidrural appraisals,
participatoryrural appraisals,communityself-surveys,costsharingapproachesandmechanisms,
paymentsystems,training ofusergroupsin contractmanagement,andtraining oflocal
mechanics.

Key Stepsto Implementation

4.18. Thefirst stepwill befor thegrampanchayat,users,thestatewateragency,andan
independententity suchasaconsultant,to compilean inventoryofWSSassets.Existing assets
in goodoperatingconditionwill betransferredimmediatelyto theappropriatepanchayatraj
institution. Thepanchayatwill ownnewschemesfrom theoutsetand,throughits villagewater
supplyandsanitationcommittee(VWSSC),will havefull responsibilityfor management,
financialmanagement,operations andmaintenance,rehabilitation,replacement,and
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augmentationorexpansion.With thesenewownershiprolesandresponsibilityfor thefacilities,
local agencieswould thenbefreeto determineoperationalandmanagementarrangementsin-
houseorby choosingamongexistingsectoragencies,NGOsortheprivatesectorfor support
servicesoraspartners.Forschemesin needofrepairandrehabilitation,thegrampanchayat
and/orVWSSCwill negotiatewith thewateragencybasedon theoutcomeoftheparticipatory
inventorytaken. Forlargeregionalor small-townpipedwatersupplyandsanitationschemes
(whichrepresent1 percentofall RWSSschemesandservice15 percentoftheruralpopulation
coveredby public facilities) thestateand district level administrationsor sectoragenciesshould
beresponsiblefor planning,implementationandoperationandmaintenance.

4.19. Particularlyimportant,ausers’watersupplyandsanitationcommittee(WSSC)shouldbe
establishedat scheme,village or panchayatlevel to bethemainbodyfor planningandmanaging
RWSS.7 ThedualorganizationalstructureofWSSCandgrampanchayatis suggestedto provide
theflexibility neededto accommodatethevaryinglocal conditionsacrossIndia. Thegramsabha
will besummoned,andastaffmemberof thewateragencyatthedistrictor block level, oran
NGOorprivateconsultant,will presenttheoptionsalongwith theirpositive andnegative
aspects.A schedulefor organizingthevillage WSSCwill beagreedandfollowed. Adequate
timemustbeallowedfor thisprocess,whichmeansthatno conditionalitiesshouldbe tied to a
time framefor completingthe inventory.

4.20. Thevillage watersupplyandsanitationcommitteewill prepareaGramPlan
encompassingall public waterandsanitationservicesto beprovidedby orwithin thejurisdiction
ofthegrampanchayal.The GramPlanwill assesstheneedsanddemandsexpressedby different
socialgroupswithin thevillagesandhabitationsofthegrampanchayat,provideall stakeholders
with information,ensurethatwatersupply is integratedwith environmentalaswell ashousehold
sanitation,facilitatethe transferof ownershipofexistingRWSSassetsfrom thestateagencyto
thegrampanchayat(if applicable),andprovideabasisfor assessingtheeligibility for matching
financingfrom thegrampanchayat,stateandcentrallevels.

4.21. Thevillage WSSC,with thecommunityandusers,will prepareandimplementthewater
GramPlan. Technicalandorganizationalguidanceandsupportcanbeobtainedfrom blockor
districtadministrations,sectoragencies,NGOsorprivatefirms asdesired. Simple formatsand
guidelinesfor assessingtheconditionof public facilities will be providedby blockor district
administrationsor sectoragencieswith appropriateguidancefrom stateagencies.Theseformats
andguidelineswill provideauniform basisfor assessingtheeligibility for matchingfmancing
throughoutthe state.

4.22. TheGramPlanwill includeamapof eachvillageandhabitationthat delineatesservice
areas,existingsourcesandwaterpoints, waterloggedorwater-proneareas,areaswith specific
environmentalsanitationrequlrements,andcompetingusesofgroundwater.Mappingis

7Thenumberofwatersupplyandsanitationcommittees(WSSC)per community will dependon population size,
social structure of the community, andthecommunity’sperceivedneedto organize. The WSSCcanbenewly
constitutedunder the gram panchayat, or its fiinctionsrelegatedby thegrampanchayatto al existingvoluntary
organization through appropriate by-laws. The establishmentof the committeewould be aprecondition for accessto
central or stategovernment financial asshtance.
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essentialbecauseit providesbasicinformationfor broadplanninganddevelopment,allows
anticipatedpopulationandeconomicgrowth to betakeninto account,andenablesbasicservices
to beintegratedatthevillage level. TheGramPlanwill takeintoaccounttherequirementsfor
drinking water,competingusesofwater,andrechargemeasuresnecessaryforplanningand
developingwatersheds.It will alsoincorporatethesanitationrequirementsofpublic institutions
suchasschools,public healthcenters,andanganwadi(preschool)centerswithin the gram
panchayat.

4.23. Cost-sharingprinciplesandfinancingarrangementsshouldbe clearto all andagreedon
early. Preliminarydesignandestimatesofthecapitalinvestmentcosts,theO&M costs,andthe
replacementcostswill bepreparedfor eachfeasibleoption. Thiswill includebothconstruction
of newschemesandr&iabilitation andreplacementofexistingschemes.Theultimatechoiceof
optionwill bebasedon theusers’ explicit understandingoftheanticipatedbenefitsorservice
levels,theirshareofthe initial investmentcosts,andtheimplicationsoffull costrecoveryin the
longrun.

4.24. Basedon thepreliminarydesignsandcostestimates,thevillagewatersupplycommittee
andgrampanchayatwill determinethefeasibilityof implementingthedesiredplan.
Amendmentsandchangeswill bemadeandafmalplanproduced.Thestateandcentral
administrationswill providematchingfunds asaproportionoftheestimatedcostofabasiclevel
ofserviceup to a ceiling detenninedby thestate. Separateprincipleswill be determinedfor
sharingtheexpensesfor latrines in schools,public healthcentersandcommunitycenters.Based
on thefinal GramPlan,a boardcomprisingblockanddistrictdevelopmentcommitteesaswell as
representativesfrom thestatewateragency,will assesseligibility for support. Theagreedplan
will beimplemented. -

4.25. For householdsanitation,comprisingmainly latrines,thedemand-drivenapproachwill
rely on asocialmarketingstrategy,wheregovernmentfundsareusedto createdemandthrougha
publicawarenessandeducationcampaign,to strengthenprivatesectordeliverymechanisms,and
to supportdevelopmentof arangeof appropriateandaffordabletechnologies.The approachwill
include: (i) demonstrationprogramsthat incorporateapproachesthathavebeentested,suchas
theUNICEF sanitarymartsprogramthattargetwholevillagesandhabitations(not individual
households),whichhavebeenselectedfor theirdemonstrationpotential,andthatrecruit
representativesofNGOs,youthclubs,and otherlocal organizationsin additionto community
healthguidesandmaleandfemalehealthworkers; (ii) alternativedeliverysystems,suchasa
networkof productioncenters,retailoutletsfor sanitationproducts,andtrainingof localmasons,
thataresupportedby grants,soft loansor tax incentives; and(iii) arangeoflow-costto more-
expensivelatrinesthatareavailableon themarket. Centraland statefunding shouldbeclearly
earmarkedto encourageNGOsto establishinitial facilities, andwell-definedperformance
indicatorsshouldbedevelopedfor monitoringthesecampaignsandprograms.
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Decentralization of Functional Roles

4.26. Substantialinstitutionalreforms,bolsteredby strongpolitical support,areclearly
required. To reorientthe structureandfunctioningofRWSSagencies,functionalroleswill have
to bedecentralizedto thelowestappropriatelevelasdetailedin Table4.1. Functionalrolesand
responsibilitiesmustbedefined,restrictivesanctioninglimits for eachlevel mustbereviewed
andchanged,andinstitutionalspacemustbecreatedto encourageNGOsandtheprivatesectorto
participate.

Table 4.1. Framework for Decentralizationof RWSS Functional Responsibilities

Functional
responsibility
Policy
Planning

Operationsand
maintenance

Monitoringand
evaluation

Handpumps
State
Village water supply
committee(VWSSC)
andgrampanchayat
VWSSC, Gram
panchayat,blockor
district
VWSSC, Gram
panchayat, block or
district
VWSSC,Gram
panchayat,blockor
district

watersupply
State
VWSSC, Gram
panchayat,block or
district
VWSSC,Gram
panchayat,blockor
district
VWSSC, Gram
panchayat,blockor
district
Grampanchayat,
block or district,

sanitation
State
VWSSC,Gram
panchayat,blockor
district,andstate
VWSSC, Gram
panchayat,block or
district
VWSSC,Gram
panchayat,blockor
district
VWSSC,Gram
panchayat,blockor
district,andstate

Regionalor town
piped~ter supply
State
VWSSCs,Block,
district and state

Block, district and
state

Block, districtand
state

Block, district and
state

4.27. As Figure4.1 illustrates,only sectoragenciesthatrestructureorreorientthemselves
appropriatelywill beableto providethe servicesthatusersandcommunitiesdesireandare
willing to pay for. A neworganizationalequilibriumis necessaryfortheir long-term
sustainability,bothasimportantpartnersandascompetitorsin theRWSSsector. Thenew
organizationalstri .~tureswill enablethenewpriorities thatarerequired: a shift from thepast
public sectorandsupply-drivenapproachorientedto constructionandlacking institutionaland
financialsustainability,to auseranddemand-drivenapproachwith emphasisoncustomer
service,communityparticipationandsustainableoperationsandmaintenance.

Mini andsmallpiped Environmental

Implementation

state
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Incentives
• Controloverthe

timing, location,and
typeofscheme

• More reliable and
betterquality
services

Disincentives
• Needto pay for services
• Responsibilityfor operations

andmaintenance
• Responsibility for schemes

that weredesignedwithout
userparticipationandmay
not satisfyuserand
communityneeds

Recommendedinterventions
• Trainingand support offeredto

VWSSCs andgram panchayats,
in developingGram Plansthat
includesRWSS

• A participatoiyinventoryand
assetevaluationwith third-party
review beforetransferof
ownershipandresponsibility

• Matchingcentralfundsavailable
for eligible new constructionand
rehabilitationorreplacement

• Managementautonomyto set
tariffs andprocuregoodsand
servicesfromthe supplieroftheir
choiceandatpricesthey are
willing to pay

Figure 4.1. ChangingPñorities of SectorAgencies

Incentivesfor Reform

4.28. Theincentivesanddisincentivesfor stakeholdersto acceptandparticipateactivelyin the
reformprocessareofparamountimportance.Table4.2 lists incentivesanddisincentivesfor the
differentstakeholders.Clearly,whatis an incentivefor somecanbeadisincentivefor others.
Therecommendedinterventionstry to addresstheseconflicts.

Table 4.2. StakeholderIncentives and Disincentivesand ProposedInterventions

Stakeholder
Users,VWSSCsand

Grampanchayats



61

Table4.2 (cont.). Stakeholder Incentivesand Disincentivesand ProposedInterventions

Stakeholder
Stateagenciesand
district
administrations

NGOs andthe private
sector

Incentives Disincentives
• Moreefficientcapital • Lackofpoliticalsupport

investment • Financial conditionality
• Potentiallyreduced • Difficulty in effecting

subsidy to the sector institutional reform and
• Increasedpublic adjusting stafflevelsandmix

satisfactionwith asnecessary
sectorservices • Costof institutional

strengtheningactivitiesand
softwaresupport

• Moreefficientcapital • None
investment

• Potentialreductionin
subsidyto the sector

• Increasedpublic
satisfactionwith
sectorservices

• Sectorpolicy
objectivesmet

• Potentialfor
increased
involvementin
supply of RWSS
goodsandservices

• Potentialfor
increased
involvementin
RWSSplanning,
implementation,
O&M

• Potentialfor
increased
involvementin
participatory Gram
Planpreparation

• Potentialfor
involvementin
providing
institutional
strengtheningand
trainingsupport

Recommendedinterventions
• Centralpolicy frameworkas

precedence
• Centralmatchingfundingfor

institutionalreformand
strengthening

• Publiceducationandmass
communicationto inform the
public andgainpolitical support

• Matchingcentralfunding for
public education

• Rajiv GandhiMissionto monitor
andsupportthereformprocess

• Financialconditionality

• Improvedandmoreflexible
governmentprocurementand
contracts

• Financialincentives—loan
guarantees,loansonpreferential
terms,andtax incentives—to
encouragenewentrantstothe
sector

CostRecoveryand Financial Sustainabifity

4.29. Costrecoveryof capital andrecurrentexpendituresthroughuser feesis a critical action
for financial sustainability of theservice. Cost-reflectivetariffs would induce more realistic
serviceexpectationsfrom usersanda more affordable pipeline of investmentsfrom the service
provider. Furthermore, local administrationswould be enabledto properly maintain assetsand

Centralgovernment

• Unreceptiveandinflexible
governmentprocurement
andcontracts

• Moresmallercustomers
(grampanchayatsanduser
groups)ratherthancentralor
stateagencies

• Absenceofviableworking
networkfor distributionof
goodsandservice
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sustainservicelevels. Wherethecostofthe least-costtechnologyalternativegefierallyexceeds
theaffordabilityofan individual community,paymentin-kind oradirectandtransparentsubsidy
shouldbeexplored.Wherewidespreadeconomicdisparitiesarefound, cross-subsidizationmay
be an appropriate andpracticaloption. A progressivetariff with differentpricingtiers for
different usesand different classesofcustomerscanbe considered. A well-designedtariff
structurecould support cross-subsidizationfrom one region to another, from urbanto rural areas,
from oneclassofuserto another, or from high consumption to low.

4.30. The strategyhere calls for full costrecovery ofoperationsandmaintenanceexpenditures,
anda gradual move toward recovery ofcapitalandreplacementcosts. In the long run all costs,
including for capital andreplacement,will befully recovered. During the transition phase,
responsibility for 50 percentofthecapitalinvestmentcost will be shifted from central andstate
governmentsto thepanchayat raj institutionsandusers. A pre-definedproportionofthecapital
investmentcostwill be recoveredfrom users,serving as a fmancial conditionality for centraland
stategovernmentmatchingcapitalinvestment.As anequitablecompromisebetweenthe old and
newstrategies,anominal 10 percentshareusercontributionis proposedfor any newschemes
identifiedfor constructionduringtheGram Plan process.For rehabilitation or replacementof
existingsystems,a 25 percentsharecontribution from usersis proposed,making all involved
parties equal partners. The proposedcost-sharingframework is presentedin Table 4.3.

Table 4.3.Cost-Sharing Framework (percent)

Particzpant Currentsituation

Proposedshareformula
for newconstruction

Proposedshareformula
for rehabilitation &
replacement

Users 10 25
Panchayatraj 40 25

institutions
Stateadministration 60 25 25
Centraladministration 40 25 25

4.31. In orderto accomplishtheobjectivesofthetransitionphase,costsharingconditionalityis
fundamentalto the entire strategy. Cost sharing will provide an opportunityto: (i) extend
servicecoverageandmakethe bestuseoflimited centralandstategovernmentresources; (ii)
usecentraland state funds to induce capacitybuilding toward greater client-responsiveness;(iii)
usecentral and state funds to induceimplementation ofa participatory planning process; (iv)
engageusersandcommunitiesin theprocessto demand affordable assetsand services; and(v)
encouragemanagementresponsibility, efficiency in procurement andinvestments,and
sustainability ofoperationsandthe infrastructure. =

4.32. The proposedcost-sharingformula is financially feasibleand, if properly implemented,
will enablethe transition phaseto be implementedover a five to sevenyeartime frame. Current
central andstateallocationsto the sectorare sufficient to provide matching funding to achieve
full coveragebasedon existing norms andcurrent populationlevels,to repair andrehabilitate
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existingschemesto facilitatetransferofownership,andto undertaketheproposedinstitutional
strengtheningactivities. Under this proposal,thecentralandstateadministrationswill provide
matching funding for 50 percentof thecapitalinvestmentneededduringthetransitionperiod.
Thiswould amountto betweenRs. 85 billion (US$2.4billion) andRs. 100 billion (US$2.9
billion) over aperiod of 5-7years which, given the government’scurrent annual allocation ofRs.
16 billion (US$457million) to Rs. 18 billion (US$514million), wouldbe feasiblewithin the
transition phase. -

4.33. With centralandstategovernment matching funds andself-generatedfunds, the levelof
local administrationexpenditurewould equalroughly 13—17 percentoftotalgovernment
expenditure.8Thisexpenditurelevel is commonin developingcountriesandmoreimportantly,
wouldbeamajorsteptowardensuringthatpanchayatraj institutionsandlocal administrations
havesufficient fmancialautonomyandanadequatelevel ofresourcesto fulfill their
responsibilities.Localadministrationsroundtheworldtypically spendbetween15 and20
percentoftotal expenditureonbasicwatersupplyand sanitationservices. As Table 4.4
illustrates,theproposedcost-sharingformulafor Indiais well within internationalnorms.

Table 4.4. Matching Grants asa Percentageof Total Local Administration Revenue,1996-97

Annual capital Localadministration’s Localadministration Matchinggrantas
costpercapita 40%WSSexpenditure total revenueper capita a percentageof

Technology (rupees)* shareper capita (rupees) (rupees)~‘ total revenue
Hand pumps 80 32 735 4
Mini pipedwater 100 40 735 5

systems
Smallpiped water 150 60 735 8

systems
Regionalpiped water 167 67 735 9

systems
Townpipedwater 175 70 735 9

systems
* Capitalcostpercapitaandproposedfinancingperiod (handpumps,2 years; mini piped water systems,5 years;
smallpiped watersystems,10 years; regionalpipedwatersystems,15 years; andtownpipedwatersystems,20
years).
* * 17 percentofprojected1996—97 central government total expenditure/ projected 1996 totalpopulation.

4.34. Local administrationsshouldbe apportionedadefinedshareofcentralandstatetaxesand
.be encouragedto improve their level ofself-generatedincome. State financecommissions
should clearly definethe typeandlevel oftaxesor feesthat local administrations may levy and
offer policy guidelines. Local adiiiinistrationsshouldalsobeencouragedto exploreexternal
sourceswhereadditional fundingis justified. An assessmentofcredit-worthinessandthe

‘Assumingthat the current levelof local administration expenditure rangefrom2.9percent oftotal government
expenditure(basedon 1986-87expenditure levels)to theoptimistic estimateof 6.6percent (basedon 1989-90
expenditurelevels),and furtherassumingthatthe recommendationsofboth the TenthFinanceCommissionand the
WestBengalStateFinanceCommitteeareimplementednationally.



64

financialfeasibilityoftheundertakingwill help to sustainthe activity. Assistancein the form of
creditguaranteesandpreferentialratesmaybenecessaryto facilitatetheprocess.Linkageswith
parastatalcredit facilities shouldbeestablished.Table4.5 illustratesthe existingstructureof
stateandlocal administrationfinancingandpresentstheproposedsituation.

Table4.5.StateversusLocalAdministration Finances

7)~peof
revenue

Statefinances,
1993—94

Localadministration,
estimated1989—90

Localadministration
proposed situation

Self-generatedrevenue 58 20 50
Tax 37 5 25
Non-tax 21 15 25

Centraltransfer 42 80 50
Taxes 16 5 15
Grants 15 75 15
Loans 11 0 10

Source:OommenandDatta,1995; WestBengalStateFinanceCommission, 1995.

4.3. PROPOSEDPLAN OF ACTION

4.35. In line with the recommendedstrategy, the following Plan ofAction reflected in the
Matrix ofRecommendations(Table 4.6)addresseseachofthecritical goals. The Action Plan
summarizestheactionsdiscussedin this chapterandvariousdetailedrecommendationsalso
contained in Chapters II and III. It also assignsresponsibility as requiredto users,appropriate
governmentlevel or theprivate sector,andproposesa time frame for action. The time framehas
beenclassifiedas urgent (0—2years), short term (1—3 years), mediumterm(3—5 years)andlong
term (>5 years).

4.36. Theserecommendationsare alreadythe subject ofencouragingfollow-up by the central
government,a numberofstates,bilateral andmultilateral agenciesandNGOs. Subsequentto
initial discussioncumdisseminationata national workshop in February l997~ofan earlier draft
of this report, andreport revisionsto incorporatethe outcomeofthe national workshop, further
workshopsat regional andstatearebeing organizedby the RGNDWM to disseminatethe final
strategyrecommendationsasreflectedin this report. The recommendationsarealsobeing
incorporatedat project level in somestates, in the designofprojects supported by the World
Bank,andin variousbilateral agencyandNGO-supported activities. There is now a needto
broadenimplementation to a formal nationalstrategy thatencompassesall elementsofthereport
in a comprehensiveapproach. This sectorreform processis under energetic initiation by GOl
andmeritsfull support to achievethe intended turnaroundin sectorperformance.

9Thenationalworkshop on RWSS,held onFebruary 20-21, 1997,waschairedby the Rajiv GandhiNational
DrinkingWaterMission. Proceedingsofthe workshop, including speechdeliveredby the RuralDevelopment
Secretary,Mr. Vinay Shankar,arereproducedin theAnnexes.
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Table 4.6. DetailedMatrix ofRecommendations

Recommendation

A. ESTABLISHAN ENABLING ENVIRONMENT
Objective: To ensureapolitically, legallyand institutionallysupportive environment that will

facilitate the implementation ofthe reformprocesswith particularemphasison devolutionof
responsibilitiesto grass-rootslevelsand, in particular, userimplementation, a demand-oriented
approach, full costrecoveryandfinancial sustainabiity (alsorefer SectionsB & C below).

Responsibility Timeframe

A.!. PublicAwareness: Implementawidespreadpublic awarenesscampaignon thescarcityvalueof
waterto convincevotersandpoliticiansoftheneedto: (i) levy waterchargeson thoseusersin
proportionto benefitreceived(industiy,farmers,largeconsumers);(ii) ensuresufficientresources
to maintaininvestmentand assureanadequatelevel ofservicefor all; (iii) limit relianceon
limited governmentfunding; and(iv) eliminatesubsidiesfor watersupply (with possible
transparenttargetedsubsidiesfor impoverishedgroups)

Al. GivePriorny toDrinking Water in WaterResourceUse: AmendtheNationalWaterPolicy,
formulatestatewaterpolicies,andpreparegroundwaterlegislation,to giveclearpriority to
drinking water overother uses.

£3. RedefineandReduceGovernmentRole: Developandimplementnationalandstatepolicies
definingtheroleofeachadministrativelevel ofthe public sector in theRWSSsector,including
policy on costrecovery,eliminationoflatrine subsidies,the levelofcommitmentfor initial service
coverage,rehabilitation andreplacement,expansion,andO&M.

£4. Full CostRecoveryandCapitalCostSharing: ImplementO&M costrecoveryandcostsharing
policies for demand-led investmentin theRWSSsector,definingeligibility criteriafor provision
ofmatchinggovernmentfundsto communitiesfor newschemesandrehabilitationorreplacement
ofexistingschemes.

£5. DecentralizationofResponsibilities:Devolvemanagementresponsibilitiesandresourcesto the
panchayatsandVWSSCs,with appropriate authorityand incentiveto generatetheirownrevenues.

A.6. InstitutionalStrengthening:Implementinstitutionstrengtheningactivities(including
developmentofmanagementinformationsystems,financialsystems,monitoringandevaluation
systems),managementtrainingto directly facilitate decentralizationto district andblocklevelsas
appropriate,andcivil servicereformsnecessaryto ensurethesustainabilityoftheformer.

Centralandstate
Governments

CentralandState
Governments

CentralandState

CentralandState

State

State

Urgent

Shortterm

Urgent

Urgent

Shortterm

Shortterm
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Table 4.6 (cont.). DetailedMatrix ofRecommendations
Recommendation
B. ENSURE INSTITUTIONAL SUSTAJNABIL1TY
Objective: ImplementastateRWSS decentralizationstrategyemphasizingauser-drivendemand-

oriented approach,maximizingthe role ofusersin decisionmakingand implementation,and
shiftinggovernment’srole to oneof facilitatorratherthanserviceprovider, by: clearly defining
themandateandrolesofusersaswell asstate,district,andblock levels; decentralizingfimctions
to the lowestlevel appropriate;reorientingdistrictandblockadministrationsto supportthegram
panchayatsand VWSSCs; & facilitating participation ofNGOsandthe private sector.

Responsibility

State

Timeframe

Short term

B.1. Enablepanchayatinstitutionsand usergroupsto assumetheleadin RWSS decision
m2king:

• Establishvillagewatersupplyandsanitationcommittees(VWSSCs)associatedwith underthe
grampanchayats;

• HaveVWSSCsand gram panchayatspreparean inventoryofall public water supply and sanitation
assetswithin the grampanchayat(aspartofthe Gram Plan);

• HaveVWSSCsandgrampanchayatsassessthe condition ofall assetsin accordancewith issued
standards,with assistanceprovidedby theblock and districtadministration;

• HaveVWSSCsandgrampanchayatspreparecostestimatesto rehabilitateor replacepublic water
supplyandsanitationassetsto achievetheservicelevelsdesignedandcomplywith issuedcost
standards,with assistanceprovidedby the block anddistrictadministrations;

• Transferownershipofexistingassetsto thepanchayatraj institutions,whichwill makeaformal
commitmentto provide matchingfunding for rehabilitation or replacementofexistingschemesin
accordancewith theGramPlan: 25 percentby local administrations,25 percentfrom state
agencies,and25 percentfrom centralagencies;

• HaveVWSSCsalongwith the gram panchayatsprioritizeworks, in line with availablefunding(25
percentmustberaisedfrom usercontributionsandthe gram panchayat’sownresources);

• Havedistrictand local administrationsandVWSSCsprepareaGramPlan for water supply
identifyingnot coveredandpartiallycoveredareasaswell as waterquality, rehabilitationand
replacement,augmentationandenvironmentalsanitationneeds;

• Undertakeaparticipatoryvalidationofnot coveredandpartiallycoveredhabitations(taking into
accountprivatesources).

State,District, Block~,
GramPanchayatand
VWSSCs

Short to
medium term



67

Table 4.6 (cont.). DetailedMatrix ofRecommendations
Recommendation Responsibility Timeframe
B. ENSIJREINSTITUTIONAL SUSTAINABIL1TY (cont.)

B.2. Enable, promoteandfacifitate participation ofNGOsand the private sector; defme
appropriaterolesofthesenon-governmentaswell asexternalagencies:

• PrepareaninventoryofregisteredandqualifiedNGOs for panchayat raj institutionsandsector
agenciesandrevisecurrent governmentregulations to allow panchayatraj institutionsandsector
agenciesto recruitNGOs;

• Provide private sectorpreferentialfinancingto encourageprivatesectorinvolvementin RWSS
delivery, supportandO&M services;

• Allow blockanddistrictengineeringdepartments,NGOs,andtheprivatesectorto provide
maintenanceandrepairservicesona (costreflective)contractbasisto the responsiblelocal
administration;

• Haveexternalsupportagenciesfocuson supportinginstitutionalreformofthe water agencies
necessaryto support andconsolidatethe decentralizationprocessaswell asconsolidatethe
coveragealreadyachieved.

B.3. Strengtheninstitutionalcapabilitiesin consumerorientation,policy development,planning,
implementation,O&M, monitoringandevaluation,andpromotion ofhealthandsanitation:

• Developparticipatoryguidelinesandmanualsfor planning; recruit,transferandtrainstaffwithin
existing cadresto strengthencapabilities,supplementingthemwith NGOs& privateconsultants;

• Offertraining to staff in designandsupervision.
B.4. Restructurepublic sectorinstitutions.

StateandDistrict

CentralandState

State

CentralandExternal
SupportAgencies
State

State

Urgent

Shortterm

Shortterm

Urgent

Urgent, Short
term
Shortterm

Medium term
Shortto long
term



68

Table 4.6 (cont.). DetailedMatrix ofRecommendations
Recommendation
B. ENSUREINSTiTUTIONAL SUSTAINABLLITY (cont)

B.5. Strengthenoperationalguidelinesand proceduresfor RWSS agencies:
• Developstandardoperationsandmaintenanceproceduresandcommunicatethemto the State Shortterm

responsiblelocaladministrations;
• Improve designandspecificationsto reflectthefield situationandmakeprogramsresponsiveto State Mediumterm

userneeds;
• Updateapprovalandsanctioningproceduresto fit thedecentralizedrolesandresponsibilities State Shortterm

(moresanctioningpowersto lower levels);
• Strengthenpre-qualificationcriteria sothatonly qualifiedsuppliers,consultants,contractors,and State Medium term

NGOsareinvolved;
• Implementtransparentprocurementproceduresthatconsiderqualityaswell ascostcriteria. State Shortterm
• Improve quality control throughformalproceduresandguidelinesandprovideopportunitiesto State Urgent

conduct independentqualityauditsand involve localcommunities(users)in sitesupervision;
• Developandimplementamonitoringandevaluationsystemwith indicatorsalso covering Central andState Urgent

activitiesother than physical implementation.
• Developmentandimplement a systemensuringthat national drinkingwaterstandardsare CentralandState Short to

adequatelymonitored andadheredto. mediumterm

Responsibility Timeframe
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Table 4.6 (cont.). DetailedMatrix ofRecommendations
Recommendation
C. ENSUREFINANCIAL VIABILITY AND SUSTAINABIL1TY
Objective: Implement full costrecoveryofoperationsandmaintenanceandreplacementcoststo

ensuresustainability ofsectorinvestment. Implement a demand-driven, cost-sharingapproach
ensuring that the panchayat raj institutionsandVWSSCsarepartnersto makecapitalinvestment
more efficient and transfer ownership. Encouragesectorfinancingby ruralcredit facilities and
private sectorinvestors.

Responsibility Timeframe

C.1. Implement a demand-drivenapproach:
• HaveVWSSCs and grampanchayats,assistedby block anddistrict administrations,prepare

preliminary designandcostestimatesfor alternativepublic water supply and sanitation schemes,
combining the least-costtechnologyand theminimumservicelevel to constitutetheleast-cost
option that will beusedto determinethe level ofmatching funding;

• Havevillage water supply committeesandgram panchayatschoosethe levelofservicethey wish
and raise sufficient funding for the full incremental cost;

• Havevillage water supply committeesand gram panchayatsprioritize works eligible for matching
grants in accordancewith availablefunding (a total of50 percent,ofwhich40 percentmustbe
raised from the gram panchayat’s ownresourcesand 10 percentfrom usercontributions).

Ci. Increaseuserchargesto fully recoverO&M costs:
• Increasewater chargesand bulk water pricesto fully recoverO&M cost(aswell as cover

replacementcosts);
• Improve assessmentandcollectionprocedures;
• Introduceindexingmechanismsto automatically adjust water chargesto inflation and cost

increases.
C3. ReduceO&M costs:
• TransferO&M responsibilitiesto local bodies(panchayatsinstitutions) and theirVWSSCs;
• Encourageparticipation oflocal operatorsandcontractors;
• Uselocal materials and labor;
• ReduceoverheadcomponentsofO&M activities.

Village WaterSupply
and Sanitation
Committees,Grain
Panchayats,andthe
State

State,Districtand
Panchayats

State,District and
Panchayats

Urgentto short
term

Urgent

Short to
mediumterm
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Table 4.6 (cont.). DetailedMatrix ofRecommendations
Recommendation Responsibility Timeframe

C. ENSURE}INANCLAL VIABILiTY AND SUSTAINABILITY (cont)

C.4. Introduceand implement capital costsharing policy:
• For newschemes,implement capital costsharing of 10% by users,40% by pancbayats,and25%

eachby centralandstategovernments;
• For schemerehabilitationandreplacement,implementcapitalcostsharingof25% eachby users,

panchayats,centraland stategovernments.
C5. Make RWSSagenciesfinancially self-sufficientand strengthentheir capabilities in

financialmanagement:
• Allow RWSSagenciesto retainproceedsfrom watercharge/price;
• Fully fundO&M andotherrecurrentexpendituresfrom revenues;
• Provide accessto RWSSagenciesto receivetraining in fmancial management,
• Minimize recourseto stateTreasury;
• Facilitate accessto additional sourcesofrevenuefor panchayatsand other RWSS agencies.
C.6.Re-prioritizePublicExpenditures in RWSS:
• Give top priority to adequateO&M funding;
• Give high priority to institutional capacityenhancement,including investments/expendituresto

makesystemsmoreuser-responsiveand performance-oriented.
C.7. Implement effectiveaccounting and auditing procedures,billing and collectionsystems,

standardfinancialreportingformats,andsimplebutwell-definedfinancialmanagementand
accountingsystems.

C.8. Amend existinglegislationand regulationssothatpanchayatraj institutionsare legallyentitled
to enter into financing and loanagreementswith government-sponsoredruralcredit facilities or
privatesectorfinancialinstitutions.

C.9. Establishasystemfor providingloanguaranteesby theblockanddistrictpanchayatraj
institutionsor the state,as necessary.

Central,State, Shortterm
Panchayats

State,Districtand Shortto
Panchayats mediumterm

State,District, Urgent
Panchayats

State Urgentto short
term

State Mediumterm

State Mediumterm
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Table 4.6 (cont.). Detailed Matrix ofRecommendations ______________

Recommendation Responsibility — Timeframe
D. PROTECTIONOF WATERRESOURCES
Objective: Implementmeasuresto assurepriority usageofwaterresourcesto drinkingwaterandto

protect the quality andsustainabilityofgroundwater resources.

D.1. Defineappropriate remedial measuresto addresswater quality problems.
D.2. Designa strategyfor developingwater supply schemesin areaswith water qualityproblems

thatmeetsafedrinking waterrequirementsandacceptability(preference)ofusers.
D3. Developtechnologyoptionsfor solvingwaterquality problems(fluoride,iron andarsenic) both

atvillage andhouseholdlevelaswell asfor largerpipedschemes.
D.4. Developgroundwater legislationand regulations,anddevelopregulators’capabilitiesto

manageandprotectgroundwaterresources.
D5. Developinstitutionalcapabilitiesfor multi-sectoralwaterallocation,planningand

management,includingfeaturesto prioritizeallocationfor drinkingwater and
protection/mitigation againstpollution (refer (101-WorldBank, 1998).

Central
Central

Central

State

State

Shortterm

Shortterm

Shortterm

Shortto
mediumterm
Shortto
mediumterm
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India - WaterResourcesManagementSectorReview
RuralWaterSupplyandSanitationReport

Key documentsfrom the Workshop on
Rural Water Supply and Sanitation Strategy, February 1997

1. Program

2. Welcomespeechby Mr. Vinay Shankar,Secretary,Ministry ofRuralAreasandEmployment,
GOT.

3. Recommendationsfrom thefour working groups:

* Group 1: Policy Issues- FinancialViability, CostRecovery

* Group2: TheInstitutionalFramework:SectorandCommunityInstitutions - NGOs

* Group3: Institutional Framework- ServiceDelivery

* Group4: WaterResources- WaterCollection- TechnologyOptions
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WATER RESOURCE MANAGEMENT STUDY
World Bankl Government of India

WORKSHOPON RURAL WATER SUPPLY AND SA1~flTATIONSTRATEGY
February20-21,1997

Venue Central Soil & MaterialsResearchStation (CSM~RS)
Olof PalmeMarg, HauzKhas,NewDelhi

PROGRAM~YfE

20 February1997

0830 Registration
0930 Welcomeaddressby SecretarjMRA&E
0945 Introductoryremarks- Mr KeithOblitasiMs Christina Wood, World Bank
1000 Presentationof Draft Report- Mr. V RehoejandTeam(Consultants)

(IS mins for eachof the four major themesin the report)
• Policy Issues.FinancialViability - Cost recovery
• Institutional framework- SectorandCommunityInstitutions- NGOs
• Institutional framework- ServiceDelivery.
• WaterResources- WaterCollection - TechnologyOptions.

1100 Tea
1115 PlenaryDiscussion
1200 Views of othergovernmentagencies

- Ministry of WaterResources
- Ministry ofUrban Affairs & Employment
- Ministry of Health -

- PlanningCommission
1300 Group Formation
1315 Lunch
1415 4 Working group sessionon the major themes

(brief presentation by selectedpersons/Consultantson the four selected
themesin the working groups followed by the sessions)

1530 Tea
1545-1730 Workinggroupsessionand finalisation ofgroupreports

21 February 1997

0830 Presentrtionoftwo workinggroupsin the Plenaryfollowed by discussion
1000 Tea
1015 Presentationof two working groups in thePlenaryfollowed by discussion
1145 Tea
1200 Plenary discussion& Concluding remarks andclosingspeech
1330 Lunch
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DRAFT WELCOME ADDRESS BY SECRETARY (RURAL DEVELOPMENT) ON
THE OCCASION OF WORLD BANK/GOVERNMENT OF INDIA WORKSHOP ON~

RURAL WATER SUPPLYAND SANITATION STRATEGIESON 2OTN FEBRUARY~

1997
-0-0-0-0- -.

It is a great pleasureto be with all of you on the occasionof National

Workshopon Rural Water Supply and SanitationStrategyorganisedjointly by the

Governmentof India and the World Bank. As we are in the processof finalising

strategiesandpoliciesfor the9th Plan,this Workshophasaspecialsignificance.

India hasachievedconsiderablesuccessin providing safe drinking water to

about 85% of populationby tappingground and surfacewater through 3 million

handpumps,thousandsof water supply schemesand traditional sources. The

Governmentof Indiais committedto provide safedrinking waterfacilities to all Not

CoveredandPoorly Coveredhabitationswithin next two yearsand enhancewater

availability level to the national norm of 40 lpcd to all the Partially Covered

habitationsby 2000 AD.

Despite, impressivecoverageof provision of safe drinking water facilities in

the rural areas,thereareareasof serious concern. The Governmentprovided water

supply programmes,wIthout the active participation of the stakeholders, have

created expectation that water is a free commodity and the functionality of the

installations is a Government responsibility. This approach discourages the

developmentof moreefficient and lower costoptionsfor service delivery anddeny

the opportunity to theusersto exercisetheir powerasconsumersto demanda better

service. The re-emergenceof a largenumberof not coveredand poorly covered

habitationsis dueto governmentdrivenoperationandmaintenancepractices.
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In future the rural watersupply programmewill facesubstantivechallengesin

terms of meeting the expandingneeds of a growing population, as well as the

increasingdemandof thepopulationfor higher servicelevels. The Working Group

for the
9th Five Year Plan for rural watersupply andsanitationprogrammeassessed

the requirementof a staggeringamountof Rs. 40,000 crore keeping in view the

measuresto beundertakento sustainthewatersupplyandsanitationservices.

In thecontextof resourceconstraintsandcompetingdemandon resourcesand

priorities, it is unlikely thattheGovernmentalonewouldbe in apositionto mobilise

the aboverequiredfundsin aperiodof 5 yearsduringthe~9thPlanperiod. Giventhe

circumstances,cost sharing by concerned institutions right from the users,

PanchayatiRaj Institutions,the StateGovernmentandthe CentralGovernmenthas

to be explored. The costsharingarrangementwould ensureinvolvementof theusers

and the supporting agencieslike PanchayatiRaj Institutions to own, operateand

managethedrinking watersupplysystems.

The problem of cost recoveryand sustainabilityis controversial,but in the

midstof theof the controversythereis significantconsensus.Fewwould denythat

current approaches are inadequately contributing to sustainability sector

development.The resourceswhich areavailableto the sectormust be usedto the

best possible effect, and all availableresources,including those in communities,

must be mobilized. Much of the argumentis over methods and approachesof

development.

In this background, I appreciate that the Workshop rightly recognise ~ key

policy issuesof financial viability and costrecovery,institutionalsectorreformsto
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translatepoliciesinto implementableprogrammesandtechnologyoptionsto support

suchapproachesto provide costeffective Rural Water Supply systemsto the rural

communities.

Major shifts and emphasison policy towardsgreatercost recoverythrough

userfinancingmaymeanradical restructuringwithin the sectoritself. In manycases,

fundamentalchangesmay be required In the relations betweenthe communities,

PanchayatiRaj Institutions and sector institutions like Public Health Engineering

Departments. There is a needto e~tablishan enablingenvironmentto convinceall

concernedto facilitate implementationof necessarypolicy changesto advancethe

sectorreformprocess.

I understand’that promising signals emanatesfrom the pilot experiments

involving communityparticipationwith costsharinginstruments.Thereis aneedto

nurture thesepilot experimentswith care so that theseprojects serve as visible

demonstration entities to convince all concernedabout the desirability of embarking

on policy shift from supplydrivenapproachto demanddrivenapproach.

73~amendmentof Constitution provides an opportunity to involve and

empower Panchayati Raj Institutions with adequate technical, financial and

managerialpowersto own andmanagethesystems.While 73~amendmentprovides

an institutional frameworkfor sectorreforms,additional stepsarerequiredto make

them functionalthrough concomitantdevolutionof finances. The StateGovernment

and the State Finance Commissionneeds to be convinced in order to develop

principles to ensurethe devolution ofproportionate level of financialresourcesto the

PanchayatiRaj Institutions andprovide them with sufficient incentiveand latitude to

increasetheir own resourcesto enablethemto dIschargetheirresponsibilities.
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The Workshop rightly identified water technology option as a key issue for

deliberation. As groundwatersourcesupports85% of the drinking watersystems,

evolving suitable technologyoptions will be of great relevancein the context of

depletionofgroundwaterlevel anddeteriorationof groundwaterquality.

Conservationof water, rechargeof acquifers by adopting micro watershed

approachin co-ordination with Central Ground Water Board and other concerned

Departments,promotion of site specific water harvestingstructures,enactmentof a

suitable legislation on the lines of the Model Bill circulated by the Ministry of

WaterResourcesandthe MaharashtraGround Water(Regulationfor Drinking Water

Purposes)Act, 1993 to regulateandcontrol exploitationof groundwater,particularly

in grey, dark and over-exploitedzones are some of the important measuresfor

ensuringsuitability of drinkingwatersources.

Waterquality issuesare increasinglygaining recognitionby sectoragencies

across the country. In the growing depletion of ground water sources, the

developmentof agricultural and industrial activities aggravateth& water quality

problemsin someof the areas. There is a needto put in placean effective water

quality control, monitoring and surveillancesystemsand remedial instrumentsto

ensureprovision of safewater.

I am sure this National Workshop, with its congregationof knowledgeand

expertise and with the political leadership given by the Centre and State

Governmentsfor assuringthe basicminimum servicesbeforetheturn of thecentury,

will makea significant contribution to the solution of varied problems associated

with drinking water andsanitationfor ourpeople.
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I wish the National Workshop every success and hope that the

recommendationsfrom the Workshop will get translatedinto national and state

policies andconcreteactionplansfor implementationwithin a fixed time frame.

-0-0-0-
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WORKING GROUPI: POLICY ISSUES- FINANCIAL VIABILITY,

COSTRECOVERY

MAIN CONSTRAINTSIPROBLEMS

1. SUPPLYDRIVEN APPROACH I - -

2. LACK OFCOMMUNITY PARTICIPATION/INVOLVEMENT IN PLANNING,

EXECUTION AND O&M

3. NO COSTRECOVERY

REMEDIAL MEASURES

1. FOR MAKING THE PROCESSDEMAND DRIVEN, 10%CAPITAL COST
CONTRIBUTIONSHOULD BE OBTAINED UPFRONT

IFNECESSARYPRIsCAN OBTAIN LOAN

iN EXCEPTIONAL CASES,A TRANSPARENTSUBSIDY FORTHE CAPITAL

COST CONTRIBUTIONMAY BE GIVEN

2. 1%OF THE OUTLAY (TOBE RAISED TO 5% OVERTIME) IN RWSSSECTOR

SHOULD BE EARMARKED FOR:

-IEC
- PUBLIC EDUCATION
- AWARENESSCREATION
- HEALTH EDUCATION
- HRD ACTIVITIES

3. SCHEMESSHOULD BE HANDED OVER TO PRIs

- WITHIN ONEYEAR FOR SPOT SOURCES

- WITHIN TWO YEARS FOR PIPED WATER SUPPLYSCHEMES

PRIsSHOULD BE FREE TO SET TARIFF FOR FULL COST RECOVERY OF

O&M AND CAPITAL COST CONTRIBUTION

PRIsSHOULDBE STRENGTHENEDORGANISATIONALLY AND
FINANCIALLY

SUBSIDIESTO BE PHASEDOUT OVERTHE TRANSITION PERIOD
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ORKING GROUP - I - -

Pc~LICYISSUES - FINANCIAL VIABILITY, COST RECOVERY

I. WATER IS A SCARCERESOURCEAND HENCE NEEDS TO BE MANAGED
AN ECONOMICGOOD L -

2. PARADIGM SHIFT FROM SUPPLY DRIVEN TO DEMAND DRIVEN
APPROACH

RECOMMENDATIONS

10%CAPITAL COSTCONTRIBUTIONSHOULD BE MADE BY USERJGP

IF NECESSARY GP MAY OBTAIN LOAN FROM FINANCIAL INSTITUTIONS
SUCH AS - LIC, HUDCO,NABARD AND IFC

INFRASTRUCTUREFINANCING SHOULD BE INCREASED

AFTER THE TRANSITION PHASE THIS SHOULD BE INCREASED GRADUALLY
TO 50%

IN DIFFICULT SITUATIONS THE TRANSPARENTSUBSIDY CAN BE GIVEN TO
COVER CAPITAL COST CONTRIBUTION

WHERE MORE THAN 55 LPCD IS DEMANDED 50% OF THE INCREMENTAL
COST SHOULD BE RECOVERED

SIMILAR APPROACH SHOULD BE ADOPTED IN THE CASE OF URBAN LOCAL
BODIES WHERE NO CAPITAL COSTCONTRIBUTIONIS RECOVERD

AT THE FINAL STAGE OF DESIGN OF SCHEMES, PRIs, NGOs, VWC SHOULD
BE INVOLVED

3. POLITICAL UNWILLINGNESS TO CHARGEFOR RWS.

RECOMMENDATIONS

1% OF THE OUTLAY (TO BE RAISEDTO 5% OVER TIME) IN RWSS SECTOR
SHOULDBE EARMARKED FOR:

-IEC
- PUBLIC EDUCATION
- AWARENESSCREATION
- HEALTH EDUCATION
- HRD ACTIVITIES
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PROVISIONSHOULD BE MADE IN THE LEGISLATION TOSETTARIFF IN
ORDERTO COVER FULL O&M COST AND CAPITAL COSTRECOVERY

FOROLD SCHEMESSUBSIDY SHOULD BE PHASEDOUT WITHIN A PERIOD
OFTHREE YEARS

FORNEW SCHEMESTHERESHOULD BE NO SUBSIDY FORO&M

WITHIN FIVE YEARS, THE OBJECTIVE SHOULD BE TO SET THE TARIFF

STRUCTURETO COVER THE REPLACEMENTCOSTALSO.
4. DEVOLUTION OF CONCOMITANT MANAGEMENT AND FINANCIAL

AUTONOMY.

RECOMMENDATIONS

THE PRIs SHOULD BE FREE TO FIX THE TARIFF STRUCTURESUBJECTTO
MINIMUM LEVELS FOR DIFFERENT TYPES OF SCHEMES TO COVER THE
O&M COSTS, CAPITAL COST CONTRIBUTION AND REPLACEMENTCOST.

THE REQUIREMENT OF FUNDS FOR PRIs IN THIS REGARD SHOULD BE
BROUGHT TO THE NOTICE OF STATE FINANCE COMMISSIONS SO AS TO
PROVIDE FOR ADEQUATE DEVOLUTION OF FINANCIAL RESOURCES.

5. ABILITY OF CENTRAL/STATE GOVERNMENT TO IMPOSE
CONDITIONALITY TO DRIVE SECTOR REFORM PROCESS GIVEN
LACK OF POLITICAL SUPPORT

RECOMMENDATION

THE GOVERNMENT OF INDIA SHOULD IDENTIFY THE MINIMUM
REQUIREMENTS FOR EFFECTIVE PERFORMANCE AND THROUGH
DISCUSSIONS WITH STATE GOVERNMENTS OBTAIN THEIR CONCENSUS
AND THEREAFTERIMPLEMENT THEM
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INSTITtTI’IONAL FR~MEWORtC- SERVICE DELIVERY
RECO~ENDATIONSOF TIlE SUB-GROUP-Ill

At the outset there is no reservation to change from a
su~ply driven approach to demand driven approach, however the Sub
Group felt that there are certain pre-requisitles that might be
necesary in this transition phase. t -

Firstly the awareness has to be created among the users to
come forward and participate as a community. In creating this
awareness media, specialised NGOs and voluntary organisations can
play vital role.

The Sub Group deliberated and came up with following~ steps
to devolution of adequate management autonomy and resources to
the Panchayati. Raj Institutions:

1. Formulation of a suitable~legislation - it was felt that
change in the system should be authenticated by a suitable
legislation by every State so that Panchayats have
sufficient authority to discharge the responsibility in the
new scenario. For example, they must have the power to
realise water cess, penalty the defaulters, etc. The
framework of this legislation should be evolved by each
State based on local conditions.

2. There is need to have a transparent policy in respect of the
responsibility of the service agency as well as the rights
of the users and the cost to be shared by them. This policy
also may have regional variations. The Sub Group feels that
such a policy should be evolved by the States themselves.

3. The Group recommendsthe following steps to be followed in
planning and execution of a water supply scheme.

a) Preparaing a inventory of all the water sources in
consultation with villagers

b) Carrying out the pre-feasibility level study and to
zero on the preferred options.

c) Preparaing engineering design comprising of the salient
features of the proposed schemes alongwith cost
computation.

d) Discussions with the users and informing them about
their shared costs.

e) Preparaing a formally conceptualised scheme followed by
detailed engineering.

f) Taking some token contribution as earnest money and
signing of MOUbetween the service agency and the local

2.
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g) Completion of remaining instalments of the users
contribution progressively with the implementation of
the scheme.

h) Tendering procurement of r~acerials and implemen:acion
procedures.

i) Training of the maintenace agency / personnel.

j) Accredition procedures for the maintenance personnel.

k) Hygiene education to the users.

i) Training in accounts, maintenance of inventory arid
other procedures

4. In implementation of the O&M it should be choice of the
users (village-level committees or scheme-level committees)
either give this to government agency or any other agency.

Proper quality control has to be ensured at every stage, for
example, materials, construction standards, inspection of
third party may. also be pract.sed. Similarly on O&M stage
the Sub Group felt that third party inspection I auditing
should be encouragedto have an idea of the level of quality
of service being provided by the service department.

The Sub-Group shared their concern regarding the cost
recovery aspect whereas as a matter of principle the Sub-
Group agreed that there should be some level of cost sharing
by the end users and users should know of the scheme after
they are translated to the ground. The Sub Group felt that
there is need for adequatepolitical will and motivation to
the end user to change from the present scenario of free but
inadequate service to paid and sustainable service.

In conclusion, the Sub Group agrees that the approach
presented in the draft report and recommends that the
devolution and decentralisation of providing water services
which are presently provided in a centralised manner.

2
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GROUP IV : WATER RESOURCES - WATER COLLECTION - TECI~OLOGY

OPTIONS

GROUND WATERLEGISLATION

1. There is an Urgent need for Ground Water ~egislation to
protect the quality and sustainability of the drin1~ing water
sources/aquifiers keeping in view the declining trend of the
water levels.

Ci). Ground Water Legislation exists in one form or the other in
some states, needs to be implemented. There is an urgent need for
implementation in all the states.

(ii) Indiscriminate exploiation of Ground Water needs to be
~oncrolled by Government order. Heavy Penalty be imposed for
Non-compliance.

(iii) The Ground Water Legislation be implemented as early as
possible preferbly within one year.

NPa~TIONALWATERPOLICY

Ci) National Water Policy clearly spells out the overriding
priority of drinking water in inter-sectoral allocation. State
water policy to adopt a similar approach.

(ii) A State level Water Resources Management Committee at the
highest level needs to be constituted to oversee the
implementation of state water policy.

ACTi0N PLAN

Each state w~ill work out the overall availability and demand

of water for all sectors.

The requirement for drinking water should be ensured

based on cost benefit analysis and socio-economic considerations.

Short, Medium and Long term planning for the overall

water management be adopted.
3. WATER CONSERVATION AND MANAGEMENT KEEPING IN VIEW
St~STAXNABILITY OF’ TIlE WATER RESOURSES : -

Ci) Unintelligent and over use of water resourses water wastage

be avoided in all sectors.

(ii) Ground Water recharge programme be strengthened.

(iii) Conjuctive use of ground and surface water be encouraged.

2.
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(iv) All efforts be made for adoption of appropriate
technologies for preventing evaporation and seapage losses in all
areas specially in drought prone areas.

v) In coastal areas where ground water salinity is increasing,
ground water extracition be stopped immediately and appropriate
t~hnological measures to be adopted for preventing inqress of
sa inity.

(vi Wherever ground water/surface water quality is polluted
due to enhanced agricultural and Industrial advancement,
appr:~riate technological measures to be taken to prevent and
control pollution of water sources.

4. ENVIORNMENTALCLEANLINESS AROUNDWATER SOURCES.

(i) Sanitary protection to all water sources be ensured.

(ii) Sanitary surveys of all drinking water supply sources
should be carried out and appopriate measure be taken to protect
the sources.

(iii) Sanitation upgrading approach for preventing pollution of
water sources be adopted.

(iv) Surface drainage, sullage water should be suitably disposed
of f without polluting drinking water sources.

(v) Drinking water quailty survellance with active involvement
of the community to be adopted by the department of health to
prevent and cont:~ol water and sanitation related diseases and
that should be a part of the drinking water survellance
programme.

5. COST EFFECTIVE, USER AND ENVIRONMENTAL FRIENDLY TECENOLOGY.

(i) Traditional water sources, wherever feasible, be adopted
and protected with appropriate technology using locally available
materials and skills.

(ii) As chemical contaminants in water sources are on the
increase, e.g. flouride, arsenic, salinity, Iron etc, appropriate
and effective eco-frier.dly techriogica]. measures should be
adopted.

(iii) Irifrastructural development and capacity building for
water quality control by the prourder agencies be strengthened.

(iv) An interministerial Group be constituted to examine the
existing National Drinking Water Quality Standards and recommend
any changes, if required.

2
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CONSTRAINTS

1. No control over Ground Water Exploitation

2. Awareness on water conservation and management along the
community is inadequate

3. Deterioration of the quality of water resources -

4. Inadequate adoption of community based cost effective
technology (IES)

RE~~DIALMEASURES: - - -

1. Immediate enactment and implementation of Ground Water
Legislation

2. IEC support to be-strengthened

3. Quality control of water sources and surveillance mec.iamsm
with involvement of community to be strengthened

4. Popularization and adoption of cost effective cc~munity
based technology.

4
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