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1.1  Background and Introduction 

Despite the impressive progress countries of Asia have made in poverty reduction, their achievement of 
the Millennium Development Goals (MDGs) remains far from assured.  In particular, it is in the rural 
areas where the majority of the poor continue to reside, and where the challenges to deliver the key 
MDG-related services such as primary education, health, water and sanitation continue to be both most 
formidable and also least well documented.  

In recognition of these challenges and the extensive but fragmented MDG efforts until now, the collective 
UN Agency MDG Initiative offers comprehensive support to national efforts to implement MDG based 
National Development Strategies and accelerate development, through support in three areas: (i) costing 
and financing MDG targets plans, (ii) widening the policy and institutional frameworks, and (iii) 
strengthening the national capacity to deliver MDG based services.   With much of UN/UNDP assistance 
focusing to date on “target setting”, “localizing”, “tracking” and “costing” of the MDG based services, it 
is crucial that the UN seeks to also assist countries in addressing the more practical policy issues linked to 
institutional and capacity challenges: how local public services needed to ensure the MDG attainment are 
best organized, financed and delivered, in an efficient and equitable manner; and it must recognize the 
different challenges faced between and within the different MDG-related services and sectors. 
 
Although there is a general agreement that a large part of basic public services are most effectively and 
efficiently delivered through decentralized arrangements, until now relatively little attention has been 
given to the policy and practical challenges of managing increasing sectoral resource allocations for local 
service delivery. Current discussions of “local capacities” tend to focus on consideration of problems 
supposedly inherent to local government bodies – and particularly to the human resource constraints. 
These sorts of constraints do of course typically represent severe challenges, especially in rural areas and 
linked to a lack of incentives to attract civil servants, poor access to professional training and skill and 
high turnover of staff to name a few.  However, the capacity of local governments to deliver quality 
services is also often equally constrained by inappropriate policy, financing or institutional frameworks 
set (as much by default as by design) by central governments.  
 
Decentralization is a complex and fragile process.  Local governments are confronted with problems of 
legitimacy, lack of technical and planning capacities, as well as limited financial resources.  Building a 
new administrative culture based on local management systems that are participatory, transparent and 
accountable is both a necessity and a difficult task for achieving the MDGs. 

 
Addressing Sectoral Issues of Local Service Delivery for the MDGs 
 
Country circumstances differ, often in subtle and complex ways.  Consequently the policy and 
institutional instruments that establish decentralization have to be shaped to the specific conditions of 
individual countries.  The same can be said for sectors. 

Each sector has its own technical, institutional and financing characteristics.  And within each sector, the 
delivery of any particular service involves a bundle of functions. Thus, for example, delivery of primary 
education involves setting education standards, curricula, exams, hiring, managing, training and 
refreshing teaching personnel, procuring school books and materials, building and maintaining schools 
and classrooms, monitoring teaching performance managing school activities and so on.  Decentralization 
of primary education does not mean that all these functions be assigned to local government – but only 
those for which subsidiary arguments are valid. However in practice the appropriate assignment of these 
functions between levels of government is all too often not made clearly. 
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Thus administrative instructions on decentralization need to distinguish the different operating 
modalities of different sectors and the functions of different levels.  It is also equally important to analyze 
the horizontal relations among the various sub-national actors (the local administrations, local councils, 
sectoral units etc.) and their assigned managerial, planning and other functions.  

Another critical issue is linked to the financing arrangements surrounding the different roles and 
responsibilities of local service providers in each sector. Merely relying on local resource mobilization 
will likely increase sub-national inequalities. But designing the appropriate compensating centre-local 
fiscal transfer mechanisms is complex in practice.  Overly rigid sectoral allocations from the centre to the 
local level can undermine legitimate local choices as to what is really needed, while too much latitude for 
local choice may undermine legitimate central policy goals. Additionally determining sectoral allocations 
based on the wrong norms may encourage inefficiencies and inequities. 

In terms of decentralization, accountability is another key process whereby duty-bearers should feel an 
obligation to explain, justify and take responsibility for their actions. In each sector there will be at least 
several duty bearers responsible for providing key services. As part of the accountability process, these 
actors should be monitored to ensure that they fulfill their obligations. Where actors have not complied 
with their obligations there should be sufficient accountability mechanisms to identify these failures and 
provide the necessary remedies.  

And finally improving local service delivery in any sector requires a consideration of the capacity assets 
and constraints impacting on a number of actors tasked with diverse functions. Potential capacity 
constraints and capacity development challenges in a specific sector must be identified and addressed as 
part of any sector-wide strategy to improve delivery of key services to reach target MDGs.  While 
capacity development is a practice area frequently associated with human resources strategies and 
individual capacities, it is unlikely that capacity gaps and service delivery bottlenecks will be addressed 
without also taking into account the enabling environment.  

 

1.2 Objectives 

The purpose of this paper is to present a general framework that can be adapted to examine and evaluate 
the current system for the delivery of key services in three sectors with MDG targets: 

(1) Health 

(2) Education 

(3) Water and Sanitation 

This framework aims to broaden and inform national policy processes on establishing appropriate 
sectoral decentralization policy frameworks to improve local delivery of public services for chosen MDG 
targets, especially in poor, vulnerable and or/isolated communities.  Through this it should help to 
identify and address bottlenecks for the delivery of local services. 

The framework will also act as a tool for assessing the effectiveness of national and local governance 
systems in delivering key services in these sectors, and inform policy decisions on reform and future 
improvements for achieving sector specific related MDG targets throughout a given country.   

The framework is expected to help practitioners identify the formal and informal arrangements that exist 
in the delivery of health, education and water and sanitation services, and to highlight where policy 
decisions can then be targeted to strengthen the each sector.    

The objectives are therefore not merely to produce a few short-lived, limited proposals. The framework is 
concerned with links to national policies, institutions, and programs, as well as sustainability. 

In this sense, the implementation of this framework has two broad objectives: 
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(1) To broaden and inform national policy and process; and 

(2) To contribute to increasing regional awareness of the task and elements involved when 
establishing sectoral decentralization policy frameworks 

 

1.3   Approach 

The approach adopted in this framework is to first map and assess the sector, followed by identifying 
areas for further reforms and change.  

To achieve this objective, sector studies should be carried out in countries focusing on four key areas of 
local service delivery: 

i. Institutional roles and functional assignments; 

ii. The financing mechanisms of those institutional arrangements 

iii. Accountability 

iv. Capacity Development 

The service delivery reviews in each country should include sector-wide assessments of the relevant 
policies, actors, administrative and financing arrangements, accountability mechanisms and capacity 
gaps in the sector. 

The information sought in the research process will begin its analysis on how the system is functioning 
and produce policy recommendations that illustrate how the institutions and systems can be improved to 
promote good governance and achieve the MDGs. 

A specific consultative process should be adopted for each assessment.  All relevant stakeholders should 
be sought for inclusion in the assessments with a strong focus on inclusion of local service providers and 
government representatives.  Additionally, the involvement of and consultation with line ministries 
responsible for delivering services is an essential component of each assessment.  As decentralization is 
essentially a process of changing lines of accountability and responsibility from centrally based service 
providers to locally elected ones, informing and working with line ministries will reduce any threat felt as 
a result of this change process.  Often there will be more than one line ministry responsible for a given 
sector, and coordination and consultation with the different ministries and development partners 
working in the sector should be a priority.  This initial engagement should be maintained through the 
assessments. 

Each framework in the four methodologies should be viewed as the minimum common process for 
conducting sector assessments.  To guide these assessments it is recommended that each analysis takes 
into account the specific national and local: 

¶ Legal and regulatory framework;  

¶ Operational, technical and administrative policies, procedures and standards;  

¶ Organizational and governmental structures, including clarity in definitions of roles and responsibilities;  

¶ Management, information and evaluation systems, as well as implementation, technical and evaluation 

capacity;  

¶ Planning and budgeting capacity; 

¶ Research and analytical capacity, including to support policy formulation;  

¶ Market supporting institutions such as credit bureaus and quality standards; and  

¶ Knowledge and information sharing, including the international best practices. 
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The process of mapping the current context and situation and highlighting areas for reforms should be 
aware of the gender dimension in the analysis of service delivery arrangements. 

Importantly, as decentralization is essentially a political process, there needs to acknowledgement that a 
purely technical assessment will not achieve the given objectives.  In this sense distinguishing between 
“technical” and “adaptive” issues (also referred to as the political economy) will provide a more holistic 
mechanism for assessing sectoral decentralization frameworks.  In this case technical issues are those 
where the problem and solution are both known.  For example, rural water supply may be inadequate 
because there are no water pumps.  By increasing the fiscal capacity of local governments to install and 
manage water pumps rural water supply should be theoretically improved.  However, adaptive issues 
are those where the solution may be hidden in the culture and a purely technical response will have 
negligible impact.  For example, if we use the water pump example again it might turn out that simply by 
increasing fiscal capacity of local governments does not improve rural water supply because of a strong 
cultural norm of deferring to higher authorities (the centre) for decisions.  In this case to improve rural 
water supply policies will need to consider how to bring the reality of the change in direction of 
governance and accountability mechanisms to the new environment. 

The planned collection of information should be adjusted to the specific requirements of the respective 
country. Additionally, as each country study will contribute to a regional analysis it is necessary to have 
consistency in terms and terminology.  

 

1.4  Key Decentralization Concepts 

"Decentralization" can refer to a variety of concepts which warrant careful analysis in any particular 
country before determining the scope and type of reorganization of financial, administrative, or service 
delivery systems, if any.  

Types of decentralization include political, administrative, fiscal, and market decentralization. There are 
some overlaps and interactions between these facets. Depending on the extent of the decentralization as 
per the categories above, the following implications should be considered by each study: 

¶ Political decentralization aims to give citizens or their elected representatives more power in public 
decision-making.  It may increase the power of local decision makers, whether local governments or 
outposts of sectoral ministries, to improve the functioning of the sector by adjusting sectoral activities 
to local needs.  It may also result in changes in compliance with national policy priorities and in the 
stability of sectoral strategies.  Decentralization laws may incompletely cover assignation of 
responsibility for and funding of specific service components which may result in structural changes 
in the balance of service provision. 

¶ Administrative decentralization seeks to redistribute authority, responsibility and financial resources for 
providing public services among different levels of governance.  It may result in changes in 
accountabilities at the local level that are linked (or not well linked) to changes in local capacity to 
implement those changes in responsibilities.  This may result in changes in the level and continuity of 
provision of services, with some improving and some deteriorating, and also have effects on 
reporting and quality control.   

¶ Fiscal decentralization gives local governments the authority to raise revenues and make decisions 
about expenditures for the delivery of services.  It may result in changes in the overall level, the share 
of the public sector in overall sector funding, the stability of funding of services as well as changes in 
the relative funding of specific types of services.  These effects may differ between rich and poor 
geographic areas and may be linked to local revenue raising capacities and the provision of funds by 
central and local government.  There may be efficiency gains from better local planning and also 
diseconomies of scale due to the need to replicate central capacities at local levels or other cost 
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increases.  An increased need to raise resources locally through local taxes or user fees may result in 
improved provider responsiveness to consumers and also to lower service coverage or diminished 
utilization of services by the poor.  

¶ Market decentralization shifts responsibilities for service provision from the public to the private sector.  
It has a number of different components that may have different types of effects.  Increasing reliance 
on private provision may have effects on cost levels, funding of the sector as a whole, costs to the 
consumer, levels and type of service provision, and distribution of access, consumption and benefits 
similar to those noted in the fiscal section above.  It may also have efficiency effects and effects on 
accountability and reporting similar to those noted in the section on administrative performance.  At 
the same time it may also have effects on efficiency and consumer orientation of the service that may 
include effects on gender or ethnic sensitivity. 

 

The three major forms of administrative decentralization -- deconcentration, delegation, and devolution -- 
each have different characteristics: 

¶ Deconcentration: shifting management responsibilities from the central to lower levels of the 
administration while the center retains overall control (center decides, local level implements).  

¶ Delegation: when central authorities lend authority to lower levels of government, or even to 
semiautonomous organizations, with the understanding that the authority can be withdrawn (local 
level can decide, but decisions can be overturned centrally).  

¶ Devolution: a transfer of authority over financial and administrative matters to statutory local 
government bodies. 
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i. Institutional Roles and Functional Assignments1 

The assignment of responsibilities refers to what functions in the delivery of basic water services are 
assigned to different levels of government (and to non-state actors) in a given country.  This module will 
map out the current pattern of policy, provision and production arrangements for the various functions 
and how they are defined and actually practiced.  It will identify any arising problems (e.g. ambiguities, 
contradictions, overlaps, etc.) and serves to provide guidance to more informed debate on which 
functions may be best assigned to which sub-national levels and overall how to reform the institutional 
framework for local service delivery. This includes the role of the non-state actors, in particular the 
private sector in producing the services, through formal public-private partnerships (PPPs)2 or various 
contractual arrangements. Institutional capacity, processes and procedures of the public sector (at all 
levels) that hinder LGs to effectively engage non-state actors (formal and informal private sector, CBOs, 
NGOs, CSOs) in service delivery will also be examined.  

 
What is a Functional Review? 

 
The purpose of functional review is to identify which service delivery functions should be allocated to 
each level of sub-national council and which functions should be retained by national level government. 
Functional review also determines the important questions of whether a function will be obligatory, and 
the extent of local discretion when implementing the function (whether the function will be assigned or 
delegated). 

Where it is determined that a function should be retained as a national level function, the functional 
review process would determine whether the function should be deconcentrated to sub-national units of 
the national ministry (or other national government agency) or retained at the national level. Where it is 
determined that the function should be deconcentrated, the functional review process would go on to 
identify the resources that should accompany the function.  

The Functions 

Each sector entails a wide range of services of which it is conventional to place these into one of three 
categories of function: 

¶ Policy:  Setting service delivery regulations, norms and standards and monitoring them 

¶ Provision:  Planning, overseeing service delivery and – overall - assuming accountability 

¶ Production:  Managing staff & service delivery operations; building & maintaining facilities to 
deliver services, etc.; supplying inputs, equipment, furniture; etc 

Between each country the relative complexity and the importance of these categories of function will 
vary.  For this purpose, it will be necessary to “unbundle” each service/sector by function and by 
Institution. Figure 1 below provides a schematic guide to this.  

                                                 
1 The framework for Institutional Roles and Functional Assignments draws on the work in “Functional Review in Cambodia: A 
Proposed Process for Decentralization” by Shelly Fan, 2008.  This document is highly recommended for an examination of the issues 
and methodologies involved in the functional review of Cambodia‟s sub-national governance reform process. 

2
 It is important to clarify that Public-Private Partnership (PPP), as addressed in this proposal, is not seen as “privatisation”. 

Through PPP arrangement the state or public sector engages the private sector and other non-state actors into the delivery of a 
particular service to its citizens, and at the same time remains solely responsible and accountable for the provision of that service. 
“Privatisation” infers that the state/public sector not only sells off a public asset/physical infrastructure to a private purchaser but 
also consciously disengages itself from the responsibility and accountability for the provision to its citizens of the service that is 
associated with that particular asset/physical infrastructure.  
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Figure #: Unbundling the selected services by function 

 

Key Considerations in Designing a Process for Functional Review 

This section of the paper highlights a number of key considerations to be taken into account when 
designing a process for functional review, and suggests who should be responsible for addressing them 
and at what points in the process.  

 
Laws and policies 
 
These comprise general statutes, including in the constitution, that determine the political apparatus and 
systems of public administration, as well as those more specific to decentralization. For the latter, a 
national framework may be fully or partially in place to guide the division of responsibilities and 
revenues, institutional structures, accountability mechanisms, and so on. Common challenges, besides the 
absence of appropriate laws and policies, include contradictions between different statutes, poor design 
and insufficient implementation. 
 
Political Process 
 
A functional review is essentially a political process. Without political buy-in, even the most technically 
sound process will fail. This reality must be accounted for when designing a functional review process in 
terms of identifying responsible institution(s) and the stakeholders to involve, and in terms of creating 
adequate space for political negotiation and consensus building. Key entry points to cultivate political 
buy-in include membership of the National Committee and its structures; mechanisms to engage 
stakeholders; and identification of stakeholders to be engaged.  
 

Sector - Water 
Á Sub-sector/function: e.g. 

Domestic water supply  
ü Sub-sector/functions: 

inspection, 
maintenance etc.  

 

Á Policy  
Á Provision 
Á Production 

Á Domestic water supply  
Á Maternal health centers 
Á Primary school education 

Disaggregating of services within the sector  

 

 

Services within the sector Functions 

Sector - Health 
Á Sub-sector/function: e.g. 

Maternal health centers  
ü Sub-sector/functions: 

procuring medicines, 
hiring nurses etc. 
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It is important to remember that buy-in and stakeholder input are issues at sub-national as well as 
national level. It will be sub-national actors as much as, if not more than, national actors who are 
responsible to implement changes and who are most affected by those changes. Not only is their buy-in 
important, these sub-national actors will have critical knowledge and experience to share during the 
functional review process. The institutional national and sub-national actors include: 
 

¶ Various central government ministries and other central agencies; 

¶ Deconcentrated units of sector ministries (i.e. provincial departments and district offices 

¶ Sub-national local governments 

¶ Village chiefs 

¶ Front-line service facilities (schools, clinics) and their staff; 

¶ Local Civil Society 

¶ Various sorts of “community” or “user” group (area- or service-based) 

¶ NGOs, non-state organizations (churches, temples) and private firms  
 
The implementing agency should maximize entry points when designing and approving a functional 
review process.  
 
Long-term Vision for Sub National Governance  
 
Functional review should not be a piecemeal process that approaches each function or each sector anew. 
The process of functional review, rather, must be embedded in a long-term vision for sub-national 
governance. Two particular aspects of a long-term vision are discussed here: predominant roles for each 
level of sub-national council, and the relationship between decentralization and deconcentration.  
 

1. Predominant Roles for Each Sub National Level  
 
Firstly, decision-making about the allocation of functions should be informed by a government long-term 
vision of what will be the predominant roles for each sub-national level.  A long-term vision, therefore, 
would address the following types of questions:  
 

¶ Which sub-national levels are intended for general purpose governance?   

¶ Is it intended in the future that districts, for instance, will receive the majority of service delivery 
functions? 

¶ Will provinces tend to have sectoral monitoring responsibilities to ensure that service delivery 
responsibilities and standards are met?  

¶ What predominant role is envisaged for the directly elected commune councils?  
 
The answers to these types of questions must inform and give shape to the functional review process.  
This consideration should be reflected guidelines/guiding principles for functional review.   
 

2. Decentralization and Deconcentration  
 
There is a second sense in which functional review should not be a piecemeal process.  Decentralization 
and deconcentration are complementary in achieving the goals of improved governance and improved 
service delivery.  The vision for how the two will complement each other must also underpin the 
functional review process.  
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The starting point for functional review is to consider whether a function should be allocated to a sub-
national council. Only when all sub-national councils are eliminated as appropriate recipients for a 
function is it concluded that the function should be retained at national level. Only at that point is it then 
considered whether the function should be deconcentrated to ministry sub-national units. 
 
Where centralized sector ministries have primary control in delivering services the functional review 
process will need to consider whether a sector ministry should transfer functions from its national to sub-
national units.  For most ministries, the inclination will be to maintain the status quo.  Even for functions 
that are implemented at national level, it is to be expected that ministries will prefer to deconcentrate to 
their own sub-national units than to decentralize or delegate functions to newly established and untested 
councils over which ministries have less control.  
 
A long-term vision that helps to navigate and reconcile these issues will be needed to assist the 
government and sector ministries. A long-term vision would also address the broader questions about 
how decentralization and deconcentration will be optimized in the short, medium and long-term. For 
instance:  
 

¶ Will deconcentration be utilized as a first step toward decentralization?  

¶ Will some (or perhaps even most) deconcentrated units disappear in the long-term?  
 

These considerations should be reflected in guidelines/guiding principles for functional review.  
 

3. Continuity of Services  
 
It is critical that the process of transferring functions does not unduly disrupt services that are already 
being delivered. Ministries, government and councils need to work together in order to minimize the 
disruption that is inevitable when functions are re-allocated. A key factor in minimizing disruption will 
be ensuring that functions are transferred together with their corresponding finances, personnel and 
assets. Appropriate phasing of functions (discussed below) will also be an important factor.  
 

4. Equity Issues  
 

Decentralized service delivery reform should strive to meet the needs of all groups, including both 
women and men; children; youth; people living in poverty; minority groups; and indigenous peoples. 
This includes equal (same) treatment in terms of rights, benefits, opportunities and obligations, and may 
also include targeted interventions to compensate or end historical inequalities.  However, equitable 
benefits from decentralization cannot be assumed.  Rather, they must be consciously sought out. This 
approach must begin during the functional review process, a process that is laden with different 
implications for different groups.  
 
In order to address equity issues all groups (or organizations that represent their interests) must be given 
opportunities to influence the series of decisions that constitutes functional review, including: 

¶ What sectors should be reviewed on a priority basis;  

¶ What should be minimum basic services in each sector;  

¶ What functions should be in a sector‟s „first package of functions‟ to transfer; 

¶ How to formulate functions in ways that are gender sensitive and sensitive to other vulnerable 
groups;  

¶ To which level functions should be allocated; and  

¶ What resources are necessary to implement particular functions. 
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A rapid gender analysis could be part of the process, or conducted externally (for instance, by the 
Ministry of Women‟s Affairs and/or NGOs) and then incorporated into the process. The same would 
apply to assessments from the perspectives of the poor/poorest and other vulnerable groups.  
 
These groups (or organizations that represent their interests) must also be included in monitoring the 
progress of councils in absorbing their new functions, in implementing those functions in ways that are 
inclusive, and in ensuring that actual outcomes equitably benefit all.  
 

5. Sectors, Not Ministries  
 

The purpose of functional review is to identify what service delivery functions should be allocated to sub-
national councils and which should be retained at national level. The allocation of functions is about 
improving how public services are delivered. The starting point for analysis, therefore, must be services 
in a sector.  
 
While it may seem convenient to instead review functions by ministry, ministry mandates do not always 
correspond neatly to services or to sectors. Mismatches between ministries and sectors are common and 
occur for various practical and political reasons. 
 
 

6. Specifying Exclusions  
 

Unlike the LAMC, the Organic Law does not identify matters over which councils have no authority. It is 
useful for a functional reveiw to identify what functions are „off the table‟ because they clearly fail to meet 
the criteria set out in the Law for allocation of functions to councils. This may serve to allay valid 
concerns in some sectors. Any list of exclusions should be lean, however, and one would expect it to be 
limited to commonly excluded matters internationally, such as national defence, monetary policy and 
foreign affairs/international relations. 
  
 

7. Phasing  
 

The phasing of transfers of functions will be critical to the success decentralized service delivery reform. 
It is not feasible for a government to immediately undertake a review of all functions in all sectors, nor is 
it feasible for the new councils to immediately absorb a wide range and/or large number of new 
functions. An overall cross-sectoral phasing strategy is required, in addition to a strategy for each sector.  
 
The initial question will be which sectors should be reviewed first?3 In some cases a law on 
decentralization may identify a list of priority sectors for review as a starting point for this discussion.  In 
selecting from that list, considerations might include  

¶ Sectors that include basic and essential services/minimum basic services prioritized in a National 
Strategic Development Plan and coincide with key Millennium Development Goals (MDGs);  

¶ The equity considerations discussed above;  

¶ Openness of the concerned sector ministries to decentralization;  

¶ Sectors in which even modest change will have high visibility at sub-national level (quick visible 
wins);  

                                                 
3 For this initiative sectoral reviews of functions and responsibilities will be driven by a need to address key millennium goal 
challenges in three sectors: water and sanitation; health; and education.  
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¶ Sectors where there is higher capacity to manage change (at national and/or sub-national levels); 

and  

¶ Sectors that have the support of quality technical assistance.  
 
In addition, a strategy will be needed for the sequencing of the selected priority sectors through the 
functional review process. Options to sequence the review of sectors would include –  

¶ Single line approach – sectors are called up to participate in the functional review process one-by-
one;  

¶ Group approach - sectors are grouped that have common functions, actors, funds, personnel, assets 
and/or issues (i.e. sectors of natural resource management and land), and that group of sectors 
proceeds through the functional review process simultaneously; and  

¶ Stacked group approach – sectors are grouped (as in the option above) but instead of proceeding 
simultaneously they overlap at key points in the functional review process.  

 
The second and third options (especially the third) offer opportunities for cross-sectoral learning, 
dialogue, support and for joint resolution of common issues. These two options would also ensure a 
strong and concerted sectoral voice in the process.  
 
The National Committee will also need a phasing strategy to guide the following –  

¶ Criteria to select initial functions within each sector to be transferred to councils (first package of 
functions);  

¶ Whether functions will be transferred immediately throughout the country, and in both rural and 
urban areas, or more selectively (geographic sequence);  

¶ Whether functions will be transferred immediately to all levels of council, or more selectively 
(sequence by level);  

¶ Whether transfers will be to every council within a level, or whether transfers will take into 
account significant differences in population size (i.e. small districts do not receive certain 
functions) (symmetry); and  

¶ How these issues interact.  
 

8. Development Partner Roles 
 

Development partners have three key roles they can play in the functional review process. First, they may 
support the national government designing a functional review process and/or steering that process. 
Second, they may support functional review for select sectors. That sector-focused support may be 
provided to the government, to the concerned sector ministries, or both.  

Third, in the design and adjustment of their own programs, particularly for sector-based programs (and 
also merit-based incentive schemes), development partners must consider how to incorporate and 
optimize the new councils and councils‟ new or potential roles in service delivery. This may involve 
revisiting or being more inclusive in the selection of partners, and it may involve reconfiguring financing 
modalities. 

Guidance on Assessment 

 
In conducting each sector assessment it is proposed that three basic steps are considered to ensure a 
systematic process that delivers tangible and quality results: 

 Step 1:  Map current functions, corresponding resources and stakeholders in the sector;  
 Step 2:  Identify successes, constraints and future potential in service delivery in the sector; and  
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 Step 3:  Develop recommendations for the allocation of functions and report to national and local 

stakeholders 
  
To be in a position to complete Steps 1 and 2, the following guidance is recommended on collection of 
relevant information.  Each sector assessment should as a starting point: 
 

¶ Review the constitution, all relevant laws and reports of the country and sector in questions 

¶ Conduct meetings with all concerned ministries at national level and local level where 
appropriate;   

¶ Conduct meetings with relevant development agencies, NGOs, and private companies 

¶ Visit a representative number of provinces, cities, urban and rural areas (in terms of poverty, and 
any specific demographic related to the sector. For example, in the health sector provinces might 
need to be representative of their maternal and neo-natal mortality rates). 

¶ In the areas visited, conduct consultations with a full range of stakeholders, including but not 
limited to 

o Government officials at sub-national and local levels; 
o Local civil society and relevant user and community groups  

¶ Ensure consultations include meeting with organizations that represent gender concerns and the 
most vulnerable groups 
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ii. Financing Arrangements 

 
When implementing any decentralization framework the order in which the varying parts of it are 
designed and implemented plays a crucial role in its success.  First should come the assignment of 
functional (or expenditure) responsibility and then the assignment of revenues should be determined.  
Where governments are created as politically accountable bodies to a local electorate for providing 
services, accompanying fiscal decentralization ensures that these subnational governments have fiscal 
discretion to fund those services.  While the module on functional assignment investigated “who will do 
what” this module investigates “who will pay for what”? 
 
This module serves as a guide for mapping existing financial arrangements, to identify problems 
(inequities, inefficiencies or lack of transparency inherent in the funding arrangements), and to provide 
guidance to more informed debate for reform of these arrangements.  
 
Understanding Fiscal Decentralization 
 
Fiscal decentralization is the process of assigning independent fiscal decision-making powers and 
management responsibilities to subnational levels of government.  Not only does this give subnational 
governments the capacity to fund the delivery of key services to their regional or local constituents, but it 
also shifts the locus of accountability from the centre to the populations that have elected them. 
 
Councils would have empty mandates if they were transferred functions without corresponding finances.  
A functional review should be accompanied by the identification of what finances, personnel, assets and 
capacity must be transferred to a council at the same time a function is transferred.  However when 
deciding where to allocate a function the fact that a council does not already have adequate finances, 
personnel, assets or technical capacity is not a good reason to allocate the function elsewhere. Those 
resources and capacity must be provided along with the function.   
 
Once expenditure and functional responsibilities have been decided for each level of government there 
are three acknowledged mechanisms through which services can be funded at the subnational level: (a) 
locally raised revenues/resources (taxes, fees, community charges, etc), (b) central transfers of one sort or 
another to local governments, or intra-ministerial budget allocations to local line agencies, or (c) accessing 
financial markets and non-state/private sector funding.  
 
Importantly fiscal decentralization should be seen as a system, with each subnational funding mechanism 
contributing and complementing the other to achieve the overall objectives of improving local service 
delivery.  

Key Considerations in Designing a Process for Reviewing Financial Arrangements 

Identifying the necessary resources to fund local government functions is one of the most important 
aspects of reviewing and designing financial arrangements for improved service delivery at the local 
level.  In principle, the factors that should come into play in deciding the optimal assignment of 
expenditure and tax responsibilities include economies of scale, spillover benefits, costs of administering 
taxes, tax efficiency and equity

4
. This section of the paper highlights a number of key considerations to be 

taken into account when designing a process for matching financial commitments to local government 
functions related to the delivery of key services.  

                                                 
4 Decentralization and Service Delivery, Ahmad, J., Devarajan, S., Khemani, S. & Shad, S. World Bank Policy Research Working 
Paper 3603. May 2005. 
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Problems in local service delivery typically arise when: 

Á Local government or other institutions simply have inadequate funds to meet the expenditures 
required by their delivery responsibilities (“vertical gap” issues); 

Á There are major inequities in funding allocated between areas (“horizontal gap” issues) or 
categories of users (or would-be users); 

Á Local government or other institutions do not know what funds will be forthcoming and so 
cannot properly plan or budget,  

Á There are long delays, and costs, in funds being made available through the treasury circuits; 
Á Use of funds is excessively tied or earmarked, undermining proper local discretion, and/or 

reporting on funds is burdensome; 
Á Where funds are raised locally, these are regressive and/or managed unaccountably. 

 
Fiscal issues pose some of the greatest challenges to local governance and decentralization processes. 
Political constraints, including a reluctance to yield substantive power to local authorities, often explain 
why fiscal decentralization lags behind other types of decentralization. The traditional public finance 
approach to “fiscal federalism” emphasizes setting appropriate expenditures and taxes for each level of 
government and designing intergovernmental transfers accordingly. Responsibilities should be well 
defined to increase accountability and reduce duplication.  They should also be assigned to the lowest tier 
of government capable of efficiently carrying them out. Some sectors may be more efficiently 
administered at certain levels than others, but choices are often made to group roughly similar services 
given the economies of administration and transaction costs. 
 
The reality of fiscal systems rarely complies with this formula, however. Depending on how 
decentralization has been conceived and its stage of implementation, local governments may not receive 
adequate resources from the central government to carry out new functions, even as they cannot legally 
raise resources through taxes or other means. Frameworks to make central to local resource transfers may 
not be in place or operating effectively, or end up reinforcing centralization to the detriment of 
autonomous local decision-making. Where local governments do have the legal option to raise local 
revenues, they may still have to operate in a struggling local economy with a large, hard-to-tax informal 
sector. Territorial atomization can result in many small governments with very limited capacities to either 
raise or manage resources. 
 
Cash-strapped municipalities in some cases resort to excessive borrowing, a potential threat to 
macroeconomic stability if appropriate controls are not in place. Alternatively, they may become 
entangled in perpetual negotiations with the centre for intergovernmental transfers. Disparities can 
deepen as wealthier and more competent municipalities come out ahead. Some governments simply fail 
to deliver on their promises, stimulating local cynicism. Another scenario takes place when local 
governments become dependent on central transfers and do not seek to raise local resources, even when 
entitled to do so. In some cases, resource transfers may exceed local managerial and administrative 
capacities. 
 

More broadly speaking, the National Government must work with local governments to determine 
general fiscal policy regarding issues such as: how funds will flow to councils through different modes of 
funding for service-related functions and financial management systems and procedures.  
 
 
Modes of Funding 
 
In light of the key considerations for understanding the financial arrangements for improving service 
delivery at the local level, any assessment of these arrangements needs understand the key mechanisms 
for funding subnational governments: (a) Local revenue and resources, (b) centre-local fiscal transfers and 
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shared resources; and (c) accessing financial markets and non-state/private sector funding.  An 
assessment of these pillars of fiscal decentralization and local fiscal capacity need to take into 
consideration how they can be appropriately coordinated to address vertical and horizontal gap issues, 
and to adequately fund local governments to deliver their assigned responsibilities.  What modes of 
funding are utilized to finance service delivery at the local level will have an enormous impact efficiency 
and standard of those services. 
 

1.  Local Revenues & Resources 
 
A key way in which voters can hold their elected officials more accountable is if local services are 
financed to a considerable extent from locally imposed taxes.  International experience suggests that 
subnational governments delivering services to their constituencies are more likely to do so responsibility 
the more they are responsible for revenues they spend. Local officials thus require significant local fiscal 
autonomy in their ability to fund the roles and responsibilities they have been granted to deliver key 
services in health, education and water and sanitation. 
 
However traditional theory prescribes a very limited tax base for sub-national governments.  The only 
“good” local taxes are said to be those: 
  

(1) That are easy to administer locally 
(2) That are imposed solely (or mainly) on local residents, and 
(3) That do not raise problems of harmonization or competition between subnational governments 

or between subnational and national governments 
 
With this in mind, the major tax sources usually suggested for subnational governments in order of 
preference are: 
 
User Charges 
 
User charges can be viewed as an additional source of local revenue, designed to promote economic 
efficiency by providing demand information.  Three types of user charges can be easily identified:  
 

(1) Service fees (eg license fees or charges for a government to perform a specific service 
(2) Public prices (revenues received by local governments from the sale of private goods and services 

such as utility charges or admission to recreations facilities) 
(3) Specific benefit charge (compulsory contributes to local revenues, eg. fuel taxes on road users, 

land taxes) 
 

It is important not to make the mix too complicated, with an assortment of low-level charges usually 
referred to as “nuisance levies”, costing more to administer than they yield. 
 
Á Property Taxes: While it can be conceived of us a generalized user charge, it bases its collection 

on the subjective evaluation of property.  While it should provide a stable (but not flexible) base 
of revenue, it can be difficult and costly to administer with evaluation more of an art than a 
science.  A low-rate uniform property tax is one way of implementing it more efficiently (or a 
land tax), although to fund services such as education, health or water and sanitation effectively 
it needs to be complemented with more elastic revenue sources.  

 
Á Excise Taxes: These are charged on goods within the country. An argument for these is that they 

can directly fund services related to the tax, for instance revenue from excise tax on alcohol and 
tobacco sales could go to the health expenditure while a fuel tax could contribute to road 
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maintenance. Of course this argument is dependent on subnational governments being 
responsible for these functions.  They also have the benefit of being relatively efficient in terms of 
administration.  

 
Á Personal Income Taxes: Local income taxes are usually levied at a national level due to 

developed countries reliance on this form of revenue, but there are examples where subnational 
governments also have supplementary (or “piggy-backed”) local income taxes on top of the 
central ones. While these are highly visible and thus satisfy accountability requirements, many 
developing countries do not have the adequate capacity to enforce compliance on income tax to 
make much of a difference to a local expenditure. 

 
Á Payroll Taxes:  There are two ways of administering a payroll tax. Either withholding a 

percentage of an employee‟s pay or the taxes are paid from the employers own funds. While they 
are easily administrable they can act as a barrier to employment and there is already a tendency 
for the central government to exploit this type of revenue. 

 
Á Consumption Taxes:  This is a tax on spending in goods and services, and while there are 

experiences of regional governments administering this type of tax, usually it is administered at a 
central level due to efficiency in administrative and compliance costs, and then distributed to 
subnational governments in the form of transfers (see next section). 

 
Á Business taxes: Taxes on businesses in the forms of “industry” or “commerce” tax can offer 

substantial revenue to subnational governments and there is flexibility in rates and application.  
When applying this type of tax the economic argument that it may retard business growth should 
be weighed against the political reality that they are popular with citizens, and a broad-based 
business tax provides an efficient source of revenue. 

 
Policy & practice: 
 
Á Types: What are the local revenues/resources used to fund the service/sector in question: local 

taxes & licenses, user fees, voluntary/obligatory contributions, voluntary/obligatory 
“community labor” or other in-kind contributions?  

Á Basis: What policy, legal or regulatory instrument is the basis? Does practice conform to this? 
 

Impact on Service Delivery: 
 
Á Adequacy: are these revenues adequate or inadequate? Do they vary greatly year-by-year, or 

month-by-month? Do user fees stay with the service or are they dispersed in general treasury? 
Á Equity: Do different local service areas face greatly varying availability of such local funds? Do 

poor, women or other groups bear the burden disproportionately? Where user fees are applied, 
are there any (cross-) subsidy arrangements in place? 

Á Transparency: Are locally-raised funds managed transparently? Are they reflected in local 
government budgets?  

Á Incentives: Does the central transfer mechanism undermine/encourage local revenue 
mobilization?  Is there scope for mobilizing local private or non-state funding (any innovations)? 

Á Improvements: Generally, is there scope for improving the way local revenues are mobilized and 
managed (any innovations)? What process would be needed and who should be involved? 

 
2. Centre-local fiscal transfers and shared revenues 
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Since the assignment of revenue sources rarely provides local governments with sufficient revenues to 
fund their expenditure functions, intergovernmental transfers are often necessary to assure revenue 
adequacy.  Transfers can also be an effective way of addressing this gap as many taxes are more 
efficiently collected at the central level. Transfers are grants from one level of government to another 
(usually from higher to lower governments) for the purpose of funding public services. The term 
“transfer” is often used interchangeably with the term “grant.”  In some countries, transfers may also be 
known under different names, such as “subventions” or “local government subsidies.”  
 
Fiscal transfers typically have a conditional and un-conditional portion.  The former means that the 
central government is able to hold the sub-national governments accountable for use of funds, while the 
later are discretionary resources for which sub-national governments are directly accountable to their 
constituencies. The design of intergovernmental transfers is particularly important when local 
governments play a significant role in delivering essential social services.  Fiscal transfers should be 
predictable to allow subnational governments to plan local service delivery more effectively. 
Predictability is enhanced by the use of formula-based allocation systems which are designed objectively 
and openly, preferably by an independent expert group or formal system. Ideally they should be 
relatively stable to support local budgeting and also linked to national macroeconomic considerations. 
The transfer formula should be as transparent, credible and simple as possible. 
 
Transfers can be used for a wide variety of purposes. They can be used to ensure:  
 
Á “Vertical” fiscal balance (providing additional resources to the local level, so that there is a 

balance between the fiscal needs and resources available to different levels of government); 
Á  “Horizontal” fiscal balance (ensuring fiscal balance in resource allocations between government 

units at the same level of government);  
Á The funding of specific national priorities; or  
Á That the effects of inter-regional spill-overs or externalities are counter-acted.  

 
Defining Policy Objectives 
 
Although the manner in which an intergovernmental fiscal transfer system is structured and the method 
used to divide its funds among eligible sub-national governments can vary based on the policy objectives 
that the transfer seeks to achieve, international experience indicates a number of universal principles and 
practices that should be observed in designing appropriate transfer systems. These universally accepted 
principles of transfer design include5: 
 
Á Preserving budget autonomy: A transfer system should preserve budget autonomy at the sub-

national level within the constraints provided by national priorities. Within such constraints, 
local government authorities need to retain the power to determine their own budgets. 

Á Enhancing equity and fairness: The transfer mechanism should support a fair allocation of 
resources.  

Á Stability: Transfers should be provided in a predictable manner over time.  
Á Simplicity and transparency: Transfer formulas should be simple and transparent, and should 

pursue one objective at a time.  
Á Incentive compatibility: The transfer system should not create negative incentives for local 

revenue mobilization, and should not induce inefficient expenditure choices (eg. covering 
subnational debts and therefore encouraging subnational budget deficits) 

Á Focus on service delivery: Transfer formulas should focus on the demand (clients or outputs) 
rather than the supply (inputs and infrastructure) of local government services.  

                                                 
5 The Design and Implementation of Intergovernmental Fiscal Transfers, 2001, Andrew Young School of Policy Studies, Georgia 
State University 
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Á Avoid equal shares: Reliance on the “equal shares” principle (whereby all local governments at 

the same level, whatever their size or characteristics, receive the same size of transfer) as a major 
allocation factor should be avoided in the design of an allocation formula.  

Á Avoid sudden large changes: The transfer system should avoid sudden large changes in funding 
for local governments during the introduction of the new transfer mechanism.  

Á Timeliness: Grants should be announced in a timely manner corresponding to the local budget 
cycle.  
 

Once the policy objectives have been defined with a focus on service delivery the design of a transfer 
scheme should reflect these objectives.  The design or evaluation of an intergovernmental transfer system 
can benefit from categorizing how revenues for transfer are defined and distributed between national and 
subnational governments6: 
 
Distributing the Transfer Pool 
 
Á Sharing Tax Revenue: The central government allocates a share of national collections of tax to 

the subnational level.  Which taxes should be shared and what percentage of those taxes should 
be shared should be based on the objectives of the transfer system (eg giving subnational 
governments the capacity to deliver health services) and how it fits into the general 
decentralization program of the country.  It is important to note that this is a transfer and not a 
local tax with the amount received by the subnational government determined by central 
legislation.  It is one way that subnational governments can gain access to more productive tax 
bases (eg VAT, company and personal income taxes) 

Á Formula Grants:  A formula grant uses some objective, quantitative criteria to allocate the pool of 
revenue resources among subnational governments.  Formula can be developed to allocate 
resources for conditional or sectoral-based transfer programs to improve service delivery and can 
be used for equalization.  The selection of what transfer formula is used and what it sets itself up 
to achieve will very much guide the success of this approach. 

Á Conditional cost reimbursement grants: This is based on reimbursement of costs of specified 
services where the central government agrees to reimburse all or a portion of subnational 
responsibility.  These are likely to carry conditions so that the central government will only cover 
the costs up to a specified amount otherwise subnational governments are not encouraged to 
mobilize additional resources to lead to more efficient service delivery. They can also be used to 
ensure uniformity of standards but is a centralizing approach that takes broader decision making 
away from subnational governments. 

Á Ad hoc distributions: The central government decides on a discretionary basis the amount to be 
transferred and is usually a matter of negotiation between local and central governments.  While 
having the benefit of having flexibility they can be subject to political manipulation and retard 
subnational fiscal planning with central responsibilities given priority. 

 
Formula- based equalization mechanisms 
 
Because of the disparities between regions in raising funds to deliver key services (particularly in terms of 
the urban/rural divide) equalization to ensure all regions have adequate funds for delivery services is an 
important consideration in grant design. Equalization involves three key concepts: 
 
Á Fiscal capacity: The potential revenues that subnational governments can access to from the 

assigned tax bases.  Ideally tax capacity should be measured by the size of the tax bases available 
to subnational governments or the revenue that these tax bases would yield under standard tax 

                                                 
6 Bahl, R. 1998. Intergovernmental Transfers in Developing and Transition Countries: Principles and Practice. Atlanta, Andrew 
Young School of Policy Studies, Georgia State University. 
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rates. However consideration needs to be given to variable tax rates, enforcement effort and 
taxpayer compliance, as they all have the potential to affect the actual level of revenue collections 
without affecting the actual measurement of fiscal capacity.  Two accepted way of measuring 
fiscal capacity is through per capita personal income or through Gross Regional Product (GRP), 
the total value of goods and services produced by a regions economic resources (land, labor, 
capital) over a given period of time. 

Á Measuring expenditure needs: The funding necessary to cover all subnational expenditure 
responsibilities. Two ways of measuring this are through an audit costing the expenditure 
obligations of local government or through the creation of an index of relative expenditures 
needs.  This typically includes all the factors (eg. unemployment, poverty, cost of living, young 
and elderly needs) that will impact on expenditure needs, and through weighting of criteria the 
costs of public service delivery is calculated across regions and captured in an index. 

Á Fiscal effort: While sometimes referred to as subnational fiscal performance, fiscal effort is 
defined as the degree to which a region or subnational government utilizes the revenue bases 
available to it.  It is normally measured as a ratio of the actual amounts of revenues collected to 
some measure of fiscal capacity. A focus on fiscal effort highlights that revenues raised in a 
region and revenue-raising ability of a region are two distinctly different concepts. 

 
Given the high stakes involved in the design of a transfer system there are important risks that need to be 
mitigated associated with the collection and use of data.  Firstly, all data sources should be kept public 
and transparent to ensure that data cannot be mis-represented in order to increase subnational share in 
the overall pool of equalization transfers.  Additionally distribution formulas should be based on 
relatively limited number of variable to keep transfers simple and more cost effective to implement and 
update. 
 
And finally transfers should not have their focus on physical capacity or inputs such as hospital beds or 
number of schools.  This has the twin negatives of focusing on subnational governments who already 
have the capacity to fund physical infrastructure and it provides incentives that distort the resource needs 
of communities. For example, the inclusion of school buildings as a factor could be harmful if resources 
could be better spent hiring additional teachers.  A better focus for a transfer system is to focus on the 
“clients” or “citizens” and their specific service delivery needs. 
 
Policy & practice: 
 
Á What sorts & combinations of fiscal transfers are used to fund the service: 

¶ General block/unconditional, equalization, conditional or categorical grants? 

¶ Shared revenues? If so, shared by derivation or by formula? 

¶ Intra-ministerial “vertical” transfers from central ministry to local branch? 

¶ Are capital/development expenditures funded differently from recurrent/revenue 
expenditures? 

¶ Is local government acting as agent rather than principal in use of funds? 

¶ Are different central agencies (or donors) funding the same service through 
parallel/competing mechanisms – to different local bodies? 

Á What is their legal/regulatory basis (if any)? 
Á How is the total national pool for each of these transfers (or shared revenues) determined?  Are 

they regulated for or negotiated in the budget process?   
Á How are allocations made between LG areas? If a formula or norms are used, what is it? How is 

the formula applied, with what data? Are they regulated for or negotiated in the budget process  
Á Transfers can be open to political manipulation by central governments? How are transfers 

managed? Is there and independent commission to oversee fiscal transfers such as in South 
Africa and India? 
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Impact on Service Delivery: 
 
Á Adequacy & predictability: overall, are amounts transferred adequate? Do LG areas receive 

greatly varying amounts year by year? Do transfers embody incentives for local revenue-
mobilization to supplement transfers? 

Á Local choice: is funding excessively tied, undermining legitimate local discretion and flexibility? 
Á Equity: are expenditure outcomes equitable by area? Or by category of user? 
Á Efficiency: at what point in their budget cycle are they informed on amounts forthcoming – 

before local budgets prepared? Is the use of these transfers overly tied or earmarked? Does any of 
this undermine sound local planning & budgeting? How smooth and timely is the treasury 
transfer mechanism? Does fund delay impede delivery, or cause other costs? Are reporting 
requirements excessive? Are there procurement restrictions?  

Á Generally, is there scope for improving the way fiscal transfers or revenue sharing are designed 
and implemented (any innovations)? What process would be needed and who should be 
involved ? 

Á Accountability: Over dependence on fiscal transfers can undermine the accountability of 
subnational governments to the local electorate and shift the blame for breakdowns in service 
delivery to upper tiers of government. 
 

3. Accessing financial markets and non/state private sector funding 

 
How subnational governments access financial markets will determine the extent to which markets 
influence the health of the subnational government and its ability to ensure good service delivery.    
Setting the fiscal and regulatory framework for borrowing and establishing the rules about sub-national 
market access are important steps in managing fiscal decentralization. However, access to these markets 
can be limited for subnational governments who might not be deemed credit worthy.  
 
While central governments can borrow on behalf of subnational governments through public financial 
intermediary or by raising funds directly, the effectiveness of this method relies heavily on the political 
relationship between the central and subnational governments. Therefore resolving how political 
incentives that may corrupt this process (such as clientism) are dealt with is an important issue that needs 
to be addressed when promoting subnational government‟s access to financial markets. 
 
Services in some areas are (also) funded by private enterprise or other non-state agencies such as 
development partners. Development partner funding must be examined in accordance with the outcomes 
of functional review. How development partner funds flow and who receives those funds may need to 
change. In addition, development partners should consider how they can re-direct funds in order to 
support sectors prioritized by the government for allocation to councils and, within those sectors, to 
support first packages of functions for transfer.  
 
Challenges have arisen in sectors where development partners run parallel service delivery programs (eg 
immunization), outside and sometimes within the relevant government ministries.  Additionally many 
countries with a strong development partner presence lack the ability to mobilize development funding 
for a coordinated sector wide approach.  A shift from project-based to sector based funding is one 
consideration for harmonizing development partner goals with national priorities.  

 
Policy & practice: 
 
Á Address the financing needs of the sector to allow them to expand and improve their services: 
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¶ Assess the credit worthiness of the subnational government responsible for delivering 

the service 

¶ Identify possible financial institution partners (including PPPs) 

¶ Explore the current competencies of such financial institutions to better understand the 
credit risk 

¶ Address capacity constraints of borrowers (eg. lack of collateral, lack of capacity to do 
right business planning, lack of business experience, unreliable project information, too 
small a loan request, competition from large utilities) 

¶ Can central government or donor guarantee and act as proxy for collateral? 

¶ Is it possible to pool of loans of organization ( i.e. NGO), package it as a consolidate note 
but for direct lending with individual promissory notes 

¶ Is there the possibility of formal tie-up with the main service provider (where it is not the 
subnational government) with credit enhancement arrangements and step in rights 

Á What sort of capacity Building is needed to improve efficiency and effectiveness of making and 
monitoring loans? 

¶ Financial Statements 

¶ Overview of the system (i.e. as-built plan) and operations  

¶ Business Plan 

¶ Operating Track Record/Key Performance Indicators  

¶ Information re Project/Loan Purpose/Feasibility Study 

¶ Monitoring Reports  
Á What regulatory frameworks are in place to ensure monies are borrowed, invested properly and 

repaid? 
Á What types of agencies are involved: private, NGOs?  
Á What is the nature of this involvement? How significant is the size of population served and in 

which areas of the country? 
Á What are the specific characteristics of the service and of the users? Settlement type? Income 

category of users?  NGO-affiliation of users? 
Á Is the service entirely funded by user fee payments? Or does the service also receive some public 

subsidy? Is there any cross-subsidization between income categories of user?  
Á How is the service regulated and by which agency? 

 
Impact on Service Delivery: 
 
Á How does service quality and efficiency compare with same service delivered from local 

government or line department? 
Á Are there issues of equity arising?   
Á Generally, is there scope for promoting greater mobilization of non-state resources improving the 

way fiscal transfers or revenue sharing are designed and implemented (any innovations)? What 
process would be needed and who should be involved? 

 
Information, Participation & Monitoring 
 
As subnational governments will be receiving funding through different sources, they will have different 
monitoring and information requirements to ensure the adequate accountability is maintained for the 
delivery of services. For example, voters are more likely to be better informed about the quality and 
quantity of services provided because of closer proximity to the service delivery transaction.  When 
properly informed and empowered citizens should be able to hold directly elected officials responsible 
for the spending of their local taxes.  But as a percentage of a subnational government‟s budget is likely to 
be transferred from the central level, central governments also have a role in holding subnational 
governments to account for their spending on service delivery. 
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Policy & practice: 
Á What are the respective roles of Ministry of Finance, Ministry of Local Government (or similar) 

and the concerned sector Ministry in monitoring expenditures? What reporting requirements are 
in place? How far are these followed? How are reports used? What inspection and audit 
mechanisms? 

Á Are subnational governments elected directly by the people, or indirectly via elected 
representatives?  

 
Impact on Service Delivery: 
Á How far do arrangements provide appropriate central control of local compliance with national 

sector/service policy? How far do they constitute undue intrusion into local discretion in policy 
implementation?  

Á Generally, is there scope for improving the central government mechanisms in monitoring 

expenditures? What process would be needed and who should be involved? 

Á What sort of formal and informal mechanisms are there for voters to participate in the 
monitoring of local service delivery? (eg social auditing, public budget consultations) 

Á What information (including government reports and media) is provided or present for voters to 
assess subnational governments performance? 

Guidance on Assessment 

 
In order to identify the resources necessary to implement particular functions, information will be 
required on the following: 

¶ Current costs and expenditures in the sector;  

¶ How financial allocations are determined by level and by service;  

¶ The flow of on- and off-budget funds;  

¶ Income currently generated in the sector;  

¶ Other resources relied upon in the sector (i.e. financial or in-kind contributions);  

¶ Differentials in available income as among jurisdictions; and  

¶ Possible ways to improve financing of local services.  
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iii. Accountability 

Any accountability assessment at the local level needs to be preceded by an in-depth analysis of the 
constitutional/legal distribution of roles and responsibilities in each sector.  This should focus on the 
division of functions between the central and local level(s) of government and understand the financial 
modalities through which services are funded at the local level.  Based on such preliminary analysis, a 
capacity gap assessment can take place of the existing accountability mechanisms. This assessment 
should focus on three core issues: the enabling environment, the organizational and the individual 
dimension. 

What is Accountability? 

Accountability is the process whereby duty-bearers feel an obligation to explain, justify and take 
responsibility for their actions. In each sector there will be at least several duty bearers responsible for 
providing key services. As part of the accountability process, these actors should be monitored to ensure 
that they fulfill their obligations. Where actors have not complied with their obligations there should be 
sufficient accountability mechanisms to identify these failures and provide the necessary remedies. As 
such, accountability contributes to the promotion, protection and the fulfillment of the right of key 
human rights including health, education and water and sanitation. 

Health7 

Article 12 of the International Covenant on Economic, Social and Cultural Rights (ICESCR) recognizes 
everyone‟s right to the “highest attainable standard of physical and mental health”. The Committee on 
Economic, Social and Cultural Rights (CESCR) and the UN Special Rapporteur on the highest attainable 
standard of health have further defined the right to health around four essential elements: availability, 
accessibility, acceptability and quality (AAAQ).8 In holding duty-bearers accountable for the delivery of 
health services, those standards should be taken into account and the fundamental principles of the 
human rights based approach to development should be upheld, notably universality and indivisibility, 
equality and non-discrimination, participation and inclusion and accountability and the rule of law. 

Education9 

Article 13 International Covenant on Economic, Social and Cultural Rights stipulates that “Primary 
education shall be compulsory and available free for all”. Additionally, as defined by General Comment 
No. 13 of the United Nations Committee on Economic, Social and Cultural Rights (the body in charge of 
monitoring the implementation of the International Covenant on Economic, Social and Cultural Rights in 
the States which are party to it), “education is both a human right in itself and an indispensable means of 
realizing other human rights. As an empowerment right, education is the primary vehicle by which 
economically and socially marginalized adults and children can lift themselves out of poverty and obtain 
the means to participate fully in their communities. Education has a vital role in empowering women, 
safeguarding children from exploitative and hazardous labour and sexual exploitation, promoting human 
rights and democracy, protecting the environment, and controlling population growth. Increasingly, 
education is recognized as one of the best financial investments States can make. But the importance of 
education is not just practical: a well-educated, enlightened and active mind, able to wander freely and 
widely, is one of the joys and rewards of human existence”. According to the Committee, “education in 
all its forms and at all levels shall exhibit the following interrelated and essential features: a) availability; 
b) accessibility; c) acceptability; and d) adaptability”. 

                                                 
7 Dr. Helen Potts, Accountability and the right to the highest attainable standard of health, University of Essex, 2008. 
8 See General Comment n° 14 and the UN Special Rapporteur‟s reports, as well as the OHCHR-WHO fact sheet on the right to 
health (http://www2.ohchr.org/english/issues/health/right/).  
9 See UN Special Rapporteur on the right to education http://www2.ohchr.org/english/issues/education/rapporteur/index.htm 

http://www2.ohchr.org/english/issues/health/right/
http://www2.ohchr.org/english/issues/education/rapporteur/index.htm
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Water and Sanitation10 

Article 12 of the International Covenant on Economic, Social and Cultural Rights (ICESCR) recognizes 
everyone‟s right to the “highest attainable standard of physical and mental health”. Article 24 of the 
Convention on the Rights of the Child (1989) further guaranteed that children are entitled to the 
enjoyment of the highest attainable standard of health, which requires States Parties to take appropriate 
measures to combat disease and malnutrition, including within the framework of primary health care 
(which includes the provision of clean drinking-water) (UNHCHR, 1989). In 2000, the United Nations 
Committee on Economic, Social and Cultural Rights, the Covenant‟s supervisory body, adopted a 
General Comment on the right to health that provides a normative interpretation of the right to health as 
enshrined in Article 12 of the Covenant. This General Comment interprets the right to health as an 
inclusive right that extends not only to timely and appropriate health care but also to those factors that 
determine good health. These include access to safe drinking-water and adequate sanitation, a sufficient 
supply of safe food, nutrition and housing, healthy occupational and environmental conditions, and 
access to health-related education. 

Key Considerations in Designing a Process for Assessing Accountability 

In assessing accountability, it is important to start by defining the loci of accountability (who?), the 
domains of accountability (what?), and the procedures for accountability (how?).11 Only after determining 
who is to be held accountable for what service delivery functions, it will be possible to determine how 
accountability operates and whether there are any capacity gaps in the accountability mechanisms for the 
health sector.   

Who? 

Identifying the duty-bearers is the first concern of an accountability framework: Who is accountable? In 
delivering health, education or water and sanitation services to citizens there are number of different 
interactions and parties that can be held accountable for their actions. What is important in this analysis is 
that all multivariate relationships are adequately mapped.  The focal point for our model is the service 
delivery interaction, which starts with the right-holders as the primary actor from which we map other 
actors who can be held accountable for their actions in delivering health services. 

What? 

Aside from identifying who can be held accountable, it is important to understand what activities, 
processes or issues those actors can be held accountable for in the delivery of health, education and water 
and sanitation services. This should be part of the preliminary analysis of roles and responsibilities and 
funding mechanisms where legal, regulatory and policy frameworks, as well as practices at the local level 
are identified. A human rights based approach should also inform this analysis, for example through 
methodologies, such as perception surveys or community dialogues assessing the availability, 
accessibility, acceptability and quality (AAAQ) of health, education and water and sanitation services. 

How? 

Understanding what duty-bearers can be held accountable for provides a basis for identifying procedures 
through which they can be held to account for the AAAQ of health, education and water and sanitation 
services. The literature on accountability generally recognizes two main types of accountability: 

                                                 
10 See OHCHR study on human rights obligations related to equitable access to safe drinking water and sanitation 
http://www2.ohchr.org/english/issues/water/index.htm and Independent Expert on the issue of human rights obligations 
related to access to safe drinking water and sanitation http://www2.ohchr.org/english/issues/water/Iexpert/ 

11
 Emanuel and Emanuel, 1996, What is Accountability in Health Care, Annals of Internal Medicine, Vol 124, 2, 229-239. 

 

http://www2.ohchr.org/english/issues/water/index.htm
http://www2.ohchr.org/english/issues/water/Iexpert/
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horizontal and vertical accountability. Whilst horizontal accountability focuses on the capacity of duty 
bearers, i.e. governing institutions, to ensure accountability of other duty-bearers, vertical accountability 
concerns the capacity of right-holders to hold their duty bearers accountable for the delivery of health 
services. Both horizontal and vertical accountability may comprise elements of upward, downward or 

outward accountability. For a full explanation of these concepts, see Box1 below: 

Box 1: Basic typologies of accountability
1
  

 

Horizontal and vertical accountability constitute very broad categories. As such, they have limited 
analytical value in assessing specific accountability mechanisms.  Therefore, the sectoral accountability 
framework sub-divides horizontal and vertical accountability in more detailed forms of accountability 
that can be adapted to each specific sector. 

 

Horizontal Accountability 

As mentioned above in Box 1, horizontal accountability refers to the capacity of state institutions to check 
abuses by other public agencies and branches of government or the requirement for public agencies to 
report hierarchically (both upwards and downwards). It has also been called the governance “supply” 
side and “duty-bearer” side of accountability. Five main types of horizontal accountability exist: political 

Horizontal accountability refers to the capacity of state institutions to check abuses by other public 
agencies and branches of government or the requirement for public agencies to report hierarchically.  
These institutions might include the judiciary, parliament, anticorruption and human rights 
commissions, and ombudsmen.  Horizontal accountability is often called the governance “supply” 
side of accountability. 

Vertical accountability refers to the means through which citizens, media, civil society and other non-
state actors can hold their representatives to account and enforce standards of good performance on 
officials.  While elections are one of the most obvious forms of vertical accountability, other 
mechanisms include access to information, citizen monitoring of service delivery and lobbying and 
advocacy campaigns. It is often referred to as the governance “demand” side of accountability. 

Importantly, accountability paths in both Horizontal and Accountability structure can be upward, 
downward or outward. 

Upwards accountability refers to administrators or service providers who are answerable to higher-
level authorities (e.g. local administrators who are answerable to line ministries). 

Downward accountability, on the other hand, entails accountability of higher level authorities to 
lower levels of authority, including the accountability of elected officials and administrators to 
citizens. Often the chain of accountability is upward, not downward with officials answerable only to 
their higher ups, not to those they are supposed to serve. 

Outward accountability occurs when domestic actors including governments are answerable to 
external donors or development actors. In some contexts there are gaps in accountability networks 
which international organizations fill.  Additionally international institutions, frameworks and 
agreements can influence governments to develop more responsive and accountable national 
institutions. 
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accountability, organizational accountability, administrative accountability, professional accountability 
and judicial accountability.12 

Political Accountability 

Political accountability refers to how duty-bearers are held accountable by bodies of elected 
representatives, whether at the national level (the parliament) or the local level (local assemblies).  
Separation of powers between the executive and the legislative is essential in creating the enabling 
environment for effective political accountability.  

Organizational Accountability 

Organizational accountability refers to civil servants‟ accountability vis-à-vis their hierarchical superiors, 
as well as general managers‟ accountability vis-à-vis their employees. It also refers to the systems which 
are in place to ensure integrity and transparency in delivering services. Key elements of organizational 
accountability include: 
ü Performance appraisals help to keep employees and employers accountable through performance 

assessments that can form the basis for promotions or disciplinary action. 
 

ü Salaries and bonuses for professionals that are adequate and paid on time are essential in order to 
ensure a sector free from corruption. Low salaries or the late payment of those salaries can easily 
induce corruption and undermine integrity and transparency. Performance bonuses for 
professionals also allow managers to promote ethics and improve health service delivery. 

 
ü Licenses in the health sector for practice ensure that patients can have confidence that all doctors, 

nurses and pharmacists are competent to deliver the services they offer, fit to practice, and up-to-
date with their qualifications. In this respect: 
- License regulations and procedures should be open, transparent and effective and maintain 

professional standards of medical practitioners; 
- E-governance solutions to certification can be an effective way of maintaining an active data-

base of qualified doctors, nurses and pharmacists; 
- Periodic reviews and updating of licenses ensures practitioners have up-to date training; 
- Licenses should be visibly displayed in hospitals and health clinics to ensure the patient‟s 

confidence in the fitness and competence of medical practitioners. 
 

ü Good governance in procurement.13 Procurement can be a major part of a sector‟s budget.  With 
such large amounts of money being transferred, a lack of transparency and accountability in 
procurement can lead to problems associated with bribes, kickback and collusion with the end 
result being an increased cost to users and potential sub-standard services or equipment. 
 

ü Civil Service: Entry and Exit.  Discretion of government officials to hire and fire staff can have 
negative affects related to politicization of the sector, loss of institutional memory and when 
adequate controls or oversight is lacking it creates opportunities for corruption.  Competitive 
selection for civil service positions based on merit rather than political connections, with clearly 
defined job descriptions and tenures that are not influenced by the political/electoral cycle are 
key indicators in developing a professional public service. Additionally clearly defined and 
publicized criteria for promotion and exit from the civil service aligned with transparent 
performance monitoring will not only have a positive effect on organizational accountability, but 
it should also help to affiliate employee behavior in line with organizational norms and goals and 
improve public service delivery. 

                                                 
12 Mark Bovens (2003), Public Accountability, Paper for the EGPA annual conference, Oeiras Portugal, to be presented in the 
workshop on ethics and integrity in governance. 
13 See WHO‟s Good Governance for Medicines Programme (http://www.who.int/medicines/ggm/en/) 
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Administrative Accountability 

Administrative accountability refers to the oversight of each sector ministry, or independent national 
agency which report to the Parliament, to ensure compliance with administrative and fiscal policies and 
procedures, as well as human rights obligations. Usually, the following independent bodies would be 
engaged in monitoring the sectors: the National Audit Office, the National Human Rights Institution, the 
State Inspection, the Civil Service Commission, the Anti-Corruption Agency, the Ombudsman and the 
Health Commissioner.14 Some of these accountability mechanisms would have formal powers to coerce 
managers into compliance, whilst others would only have the mandate to make recommendations to 
Parliament or the relevant ministry involved in the provision of health, education or water and sanitation 
services. 

Administrative monitoring, evaluation and complaints handling enables the sector to be able to assess the 
availability, accessibility, acceptability and quality of its services, as well as the impact of its services on 
the population in terms of health indicators. This allows each ministry or the Parliament to identify 
deficiencies and to develop strategic direction, action plans and benchmarks to improve the delivery of 
services. Making sector dividends visible can also generate momentum for other reforms and it provides 
information to the right-holders on key aspects of service delivery that they can then in turn hold the 
duty-bearers to account with.  

Professional Accountability 

People who work in delivering key services have a professional and ethical responsibility to deliver those 
services in the best interest of the rights holder. Major components of professional accountability include: 
a code of ethics; the presence of a body of oversight to monitor and enforce ethical behavior; an ethics 
component in the training modules for health professionals; and a law governing conflicts of interest.  

Judicial Accountability 

Access to justice, effective justice administration including judicial independence, and an appropriate 
legal framework are essential components of judicial accountability that help to hold the executive to 
account. For effective judicial accountability civil servants should be able to be summoned by the courts 
to account for their own acts, or on behalf of the agency as a whole. This can take place in a specialized 
administrative court, but depending on the legal system and the issue at stake it can also be a civil or 
penal court.  

 

Vertical Accountability 

Vertical accountability refers to the means through which citizens, mass media and civil society have the 
capacity to enforce standards of good performance on officials.  It has also been called the governance 
“demand” side or the “right-holder” side of accountability. 

Electoral accountability 

Electoral accountability refers to the degree voters can hold elected officials to account for their 
performance in representing and providing key services to their electorates. It is a key democratic 
principle in providing citizens control over policy makers at the polls. Electoral accountability works best 
when officials who make decision are directly elected and therefore theoretically held to account by the 
people for making those decisions.  

                                                 
14 See the New Zealand Health and Disability Commissioner at www.hdc.org.nz 
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Civic Engagement 

Participation of citizens and civil society organizations allows for these stakeholders to hold the 
government and other service providers to account for their policies and delivery of services.  Civic 
engagement plays an important role in service delivery more efficient, more responsive and more 
transparent. It also provides greater legitimacy to decision-making processes, with citizens more likely to 
respect and defer to decisions that they have involved in developing. Civic engagement can take the form 
of participative planning and budgeting, social audits, citizen report cards, patient satisfaction surveys, 
institutionalized sector-based councils with elected representatives of civil society,15 a citizens‟ charter 
and citizens‟ performance reviews. 

E-Governance, Access to Information and Media 

The access rights of both citizens and elected officials to information relevant to the conduct of 
official/public functions effectively determine the degree to which officials can be said to be accountable.  
In the absence of requirements that ensure timely access to accurate information, accountability systems 
will fail.  It is therefore essential that clear and stringent standards relative to information access be 
clearly articulated. These standards should take into consideration the fact that often large segments of 
the population can be isolated, in terms of geography and their social position. For example, populations 
in rural areas and women in particular are often more likely to have a low level of education, and thus 
information needs to be cognizant of their needs to enable full access to information. 

Asset declaration of high ranking government officials and politicians plays an important role in 
maintaining transparency and avoiding conflict of interests that have the potential to compromise the 
integrity of the government and/or sector delivering the service. 

Outward Accountability 

International organizations such as the United Nations, World Bank and Transparency International can 
have a positive role in influencing Government policy and programs, holding governments account for 
decisions and working with governments to improve service delivery in key sectors.  Processes initiated 
that seek government involvement can include the collection and analysis of information, policy 
advocacy, leveraging of budgets, development of capacity and technical assistance for policy 
implementation including monitoring and evaluation of implementation.  

Some standing review mechanisms, such as the Universal Peer Review Mechanism of the Human Rights 
Council or the regular sessions of the Committee on Economic, Social and Cultural Rights, as well as 
other Treaty Bodies, provide regular opportunities for outward accountability and these mechanisms 
generate useful recommendations for national governments to enhance accountability at the national 
level. It‟s crucial for UN Country Teams to provide the necessary follow-up to these recommendations 
and to integrate these in the UN Development Assistance Frameworks negotiated with the national 
governments. 

 

 

                                                 
15 See PAHO Brazil Health System Profile on the Brazilian Health Councils System (www.paho.org). 
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iv. Capacity Development (CD) 

This module looks at local service delivery bottlenecks through a capacity development lens, building on 
the analysis of institutional functions and accountability in the other modules but also offering an entry 
point to closely consider issues of leadership; functional/technical capacity needs within a sector; 
organizational capacities and coordination mechanisms; and the policy frameworks that support or 
hinder the strengthening of capacities for local service delivery in a given sector. The module discusses 
the assessment of capacity gaps as linked to service delivery bottlenecks and notes the importance of 
identifying lynchpin agencies- often those with institutional/accountability links both to local 
governments and sector agencies.  

There is also discussion of the capacity development responses for enhancing institutional and individual 
capacities given sector-specific service delivery contexts, including the importance of identifying 
providers of CD services (whether to address individual capacity gaps through learning and training, or 
providers of CD services for leadership, organizational development, etc.) to address identified capacity 
gaps. The module also devotes particular attention to human resource issues that are frequently found as 
a factor contributing to inadequate local service delivery. These issues include the need to establish 
effective incentives and career opportunities to attract personnel with appropriate qualifications to work 
at the local level; the need to consider how the national civil service system may affect service delivery in 
a given sector (such as through national/local mobility policies); as well as consideration of how service 
delivery is affected by existing policies of recruitment, transfer, performance recognition, and career 
advancement.16 

What is Capacity Development? 

Improving local service delivery in any sector requires a consideration of the capacity assets and 
constraints impacting on a number of actors tasked with diverse functions. While capacity development 
is a practice area frequently associated with human resources strategies and individual capacities, it is 
unlikely that capacity gaps will be addressed without also taking into account the organization with 
service delivery responsibilities, as well as the enabling environment in which it operates. In this way, 
this capacity development „module‟ for assessing and advising on improved service delivery cannot be 
conceived as a standalone framework. Rather, a careful consideration of the requisite capacities for 
efficient delivery of services will also require applying a „capacity development lens‟ to the other modules 
as well.   

To identify bottleneck and corresponding CD issues a sector-wide assessment of the relevant policies, 
actors, administrative and financing arrangements, and accountability mechanisms in place in each sector 
needs to be conducted. Examining service delivery bottlenecks through a capacity development “lens” 
should be underpinned by a careful consideration of the question „Capacity for What‟? In other words, 
the starting point should be an understanding of the role and mandate, both formally and in practice, of 
local governments as related to the provision, production, regulation and financing of water services.  

Key Considerations in Designing a Process for Reviewing Capacity Development 

The purpose of this section is to provide a brief introduction to the UNDP Capacity Development 
Approach with particular focus on how the CD Approach could be adapted and contextualized for key 
MDG related sectors in a given country.  This module does not attempt to summarize or address all 
aspects of UNDP‟s CD Approach and it is recommended that it be considered in conjunction with, at 
minimum, the UNDP Practice Notes on Capacity Development and Capacity Assessment. The intent is 
rather to give an overview of potential capacity constraints and capacity development challenges in a 
specific sector and, in turn, to argue that capacity gaps must be identified and addressed as part of any 

                                                 
16 This section on „Capacities for Delivery‟ was written with reference to the UNDP Project Document, “Scaling Up Support for the 
MDGs at Local Level”, pp. 15-17. 

http://www.undp.org/cpr/iasc/content/docs/UNDP_Capacity_Development.pdf
http://content.undp.org/go/cms-service/download/asset/?asset_id=1684933
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sector-wide strategy to improve delivery of health, education or water and sanitation services. While it 
has been widely acknowledged that the devolution of service delivery functions must take into account 
concomitant capacities to deliver, the analysis of this „capacity challenge‟ often stops there.17   

Given that the capacity development issues in each sector will vary a great deal from one country context 
to another, this paper illuminates some of these issues by way of introduction. Therefore, while there is 
mention of capacities to forge partnerships for service delivery in the area of Public-Private Partnerships, 
there is a comprehensive literature that would have to be consulted if this is identified as capacity 
development priority. Similarly, while there is discussion of the nexus between effective leadership and 
water services, it is beyond the scope of this writing to fully delve into leadership as a core capacity 
development issue.18 

There are five recognized steps in the Capacity Development Process as can be seen in Figure #, with 
assessing capacities only one of those steps. The focus on Capacity Assessments (CA) in this methodology 
is not designed to detract from the importance of this process, but instead it provides a useful window for 
exploring potential core capacity development issues that would be specific to the health, education or 
water and sanitation sectors. It is also a critical step in the process, as the assessment findings also form 
the basis of the subsequent steps in the process. 

Figure #: The Five Steps in Capacity Development Processes  
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stakeholders 
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capacity 
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capacity 
development 
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Implement a 

capacity 
development 
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Step 5:
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capacity 

development Capacity 

Development 

Process

 

 

1. Lynchpin Service Delivery Agencies Each Sector 

                                                 
17 While it can be generalized that capacity issues in service delivery are not always given adequate attention, this is not the case 
across the board. The link between capacity development and water services in increasingly appreciated. In fact the April 2009 issue 
of the publication „Capacity.org‟ was published under the title “Capacity Development for Water and Sanitation”: 
http://www.capacity.org/  
18 Practice Notes and other resources on capacity development (including on PPPs and leadership) can be found at 
http://www.undp.org/capacity/index.shtml  

http://www.capacity.org/
http://www.undp.org/capacity/index.shtml
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Identifying one or more lynchpin agencies with critical responsibilities for delivery of services can be an 
effective entry point for addressing delivery bottlenecks and the capacity constraints that underpin them. 
But what are ôlynchpin service delivery agenciesõ? And why are they significant?  

In response to the the first question: a lynchpin service delivery agency19 in any sector can be defined as 
ôlynchpinõ if capacity development has the potential to improve not only its own performance, but can also be 
expected to result in a improved delivery of its services in the sector overall. By way of further exploration of this 
concept, it may be useful to consider three hypothetical lynchpin service delivery agencies in the water 
sector: 

 
a. In the example below bottlenecks are identified through a mapping of sector Actors and 

corresponding Delivery Functions. An X represents a bottleneck in service delivery. If there is a 
preponderance of bottlenecks/X‟s associated with one Actor, that Actor is a lynchpin. Intuitively, 
if that Actor‟s capacity to perform is strengthened, there will be a ripple effect in service delivery 
in the sector overall. 

Table #: Exploring Bottlenecks in Delivery of Services 

Actor 

Delivery Functions 

Provision Production Policy Finance 

Planning 
& 

Budgeting 

Staff 
Mgmt 

 

Construction 

 

Maintenance 

 

Operation 

Regulation 
Standards 

 

Monitoring 

 

Finance 

Tier 1 LG         

Tier 1 line 
dept 

        

 

Tier 2 LG 

 

X 

     

          X 

 

X 

  

X 

 

Tier 2 line 
dept 

        

Village 
committee 

        

User 
committee 
or CBO 

        

Frontline 
service unit 

        

Private 
firms/NGO 

        

 
b. If, in the country in question, there is a national level agency or ministry that has a dominant role 

in the delivery of health, education of water and sanitation services, that particular service 
delivery cannot be expected to improve significantly without a specific focus on the performance 
and role of this agency.  It should be noted that the „dominant role‟ could include both formal 
and informal mandate, financing, accountability, political authority, oversight, and so forth. If we 

                                                 
19 The term „agency‟ should not be interpreted as those in the public sector only. In fact, the lynchpin „concept‟ could include 
organizations in the private or civil society sectors as well- meaning any organization critical to delivery of the service. 
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take the water sector as one example, lynchpin agencies could include a National Water Board or 
a specific ministry in the sector (Ministry of Public Works; Ministry of Local Development; etc). 
In countries where the private sector dominates in the provision of water services, it could mean 
a Ministry of Commerce. In countries where the international donor agencies dominate in the 
provision of water services, it could also mean the creation of a national public institution that 
would be lynchpin to establishing national ownership; institutional leadership; and overall 
coordination in the sector in line with national development priorities. 

 
c. A third scenario of a lynchpin sector agency would be one that was situated in the governance 

architecture such that it had both upward and downward accountability for the delivery of its 
services; that it had potential for effective coordination between both government and non-
government actors in the sector; and that it had some leverage or potential for coordinating 
between the national and sub-national levels in the sector. Such “potential” can only be described 
in quite vague terms here: depending on the country context, identifying this type of lynchpin 
agency would have everything to do with the governance system, the degree of decentralization 
and financing, as well as other mitigating factors including those of conflict and post-conflict 
situations.20 

It should be noted that the process of identifying lynchpin agency (as in the examples above) is only as 
important as the improvement in service delivery that can ultimately be brought about. This leads to the 

second question: why are lynchpin service delivery agencies significant? 

Lynchpin agencies are significant because they offer an opportunity where the marginal utility of 
capacity development is especially high. That is, addressing capacity gaps (and building on capacity 
assets) in such agencies may trigger a shift in the sector where the outcomes are catalytic resulting in 
wide-reaching improvements in the delivery of health, education and water and sanitation services.  

 

2. Capacity Assessment 

Effectively leveraging the potential of lynchpin agencies requires a comprehensive assessment of capacity 
assets and gaps, at the level of the individual, the organization, as well as the enabling environment. For 
this reason, a Capacity Assessment (CA) of one or more identified lynchpin agencies in the identified 
sector is highly recommended. Such a CA would provide the basis for implementing specific capacity 
development responses that could range from leadership; human resource management and incentives; 
change management; investment in skills and knowledge, etc. The UNDP Capacity Assessment 
Framework has been developed as a rigorous analytical tool and has been effectively adapted to a 
number of sectors and country contexts. By employing both quantitative and qualitative assessment 
components, a capacity assessment provides a foundation for CD strategies, while also generating 
ownership for capacity development through a participatory and multi-stakeholder process.  

 

3. Brief Introduction to the UNDP Capacity Assessment Framework21 

UNDP defines capacity development as „the process through which individuals, organizations, and 
societies obtain, strengthen and maintain the capabilities to set and achieve their own development 
objectives over time‟. To support this process effectively requires identifying what key capacities already 
exist and what additional capacities may be needed to reach those objectives. This is the purpose of a 
capacity assessment. A capacity assessment is an analysis of desired capacities against existing capacities 

                                                 
20 To see how this hypothetical model of a lynchpin service provider has been concretely applied in the context of Sri Lanka, a short 
case study titled “Evidence from the Field- Local Development Management in Sri Lanka” is available at 
http://regionalcentrebangkok.undp.or.th/practices/capacitydevelopment/library.html  
21 This section has been taken from the CA Practice Note. 

http://regionalcentrebangkok.undp.or.th/practices/capacitydevelopment/library.html
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which generates an understanding of capacity assets and needs that informs the formulation of a capacity 
development response. 

 

The UNDP CA Framework has three dimensions: 

¶ Points of Entry: UNDP recognizes that capacity resides on three levels- the enabling environment, 
the organizational and the individual. Each can be a point of entry for a capacity assessment, 
although the CA Framework is tailored to the enabling environment and the organizational level. 

¶ Core Issues: There are four capacity issues that UNDP sees as most commonly encountered across 
sectors and levels of capacity: 1) Institutional Arrangements (the policies, procedures and processes 
that allow the enabling environment, organizations and individuals to function and interact 
effectively and efficiently in an organized setting);  2) Knowledge (assesses  knowledge at an 
individual and/or organizational level);  3) Leadership (the ability to influence, inspire and motivate 
people, organizations and systems to achieve their goals); and 4) Accountability (when rights 
holders are able to make duty bearers deliver on their obligations). These are the four areas or 
domains where capacity change has been observed to happen most frequently, and they drive the 
formulation of CD responses. Not all four need to be analyzed in an assessment, and they can be 
amended, but they should be considered by the assessment team. 

¶ Functional and Technical Capacities: Functional capacities are needed to create, manage and review 
policies, legislations, strategies and programs across levels of capacity and core issues. They are 
key to „getting things done‟ and are not associated with any particular theme or sector. The key 
functional capacities are: 1) capacity to engage stakeholders; 2) capacity to assess a situation and 
define a vision and mandate; 3) capacity to formulate policy and strategy; 4) capacity to budget, 
manage and implement; 5) capacity to evaluate. Technical capacities are those associated with 
particular areas of expertise and practice, and may need to be assessed as well.  

 

The following matrix may help to visualize the latter two of these dimensions. It provides a template for 
understanding how the functional/technical capacities (of an organization, for instance) are assessed in 
relation to the four core issues.  

Table #: Matrix for Functional Capacities and Core Issues 

Functional 
CapacitiesƂ 

 

Core Issuesƃ 

Engage 
Stakeholders 

Assess a 
Situation and 
Define a Vision 
and Mandate 

Formulate 
Policies and 
Strategies 

Budget, Manage, 
and Implement 

Evaluate 

Leadership 

 

     

Knowledge 

 

     

Institutional 
Arrangements 

 

     

Accountability 
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However, the UNDP CA Framework is not intended for use as template. Its efficacy depends a great deal 
on the how the assessment team adapts the framework to the context. Such an adaptation for an 
organization in the water sector is described in the following paragraphs. 

 

4. Adapting the UNDP CA Framework to the Water Sector 

The following illustrates an adaptation of the template CA matrix for an assessment of a hypothetical 
„lynchpin service delivery agency‟ in the water sector of a given country. It therefore assumes that the 
entry point of the assessment has already been determined to be at the organizational level- the 
organization being the delivery agency. 

Through stakeholder consultations, desk research, informant interviews, focus group discussions, and 
other methods of gathering qualitative information, the assessment team is tasked with identifying the 
assessment parameters. This includes a decision on the core issues that will be included, as well as the 
functional and technical capacities that will be a focus of the assessment.  

The scope for adaptation is significant, but it also needs to be informed by the fact that some 
prioritization needs to happen: it is unrealistic to include every possible core issue and 
functional/technical capacity in the assessment.  

The following matrix shows how the assessment matrix could be adapted for a water sector organization. 
In this case, the adaptation focused mostly on the core issues column, while the assessment team decided 
to make changes to the standard functional capacities in the horizontal plane. Such an adaptation 
approach has been found effective; as mentioned previously, the functional capacities are those that will 
be applicable to any organization so it can be both relevant and more manageable to focus on adapting 
the core issues.  

 

Table #: Example Assessment Matrix for a Water Sector Organization 

Core Issues 

 

Functional Capacities 

A B C D E 

Capacity to 
engage with 
stakeholders 

Capacity to 
assess a 

situation and 
define vision 
and mandate  

Capacity to 
formulate  policies 

and strategies 

Capacity to 
budget, 

manage and 
implement 

Capacity to 
evaluate 

Availability of water 
supply  

Community 
awareness to 
use potable 
water in a 
judicious 
manner 

Long term 
strategic vision 
on conservation 

of water 
resources 

Institutional 
capacity to 

formulate a long 
term strategic 

vision for the use 
of water resources 

Availability of 
financial  

resources and 
mobilization of 
resources from 
the community  

Community 
participation in 

monitoring 
water supply 

schemes 

 Community 
involvement in 

planning/ 
implementing water 

supply projects 

Capacity to 
engage 

people in the 
management 
of the water 

supply 

Capacity to 
formulate a 

strategic vision 
for engaging the 
community on 

water issues 

 Awareness by 
elected 

representatives on 
how  to use 

techniques of 
social mobilization   

Inadequate 
funds for 

awareness 
building and 

citizen 
education 
programs 

Level of effort 
to engage 
people in 

monitoring 
water supply 

schemes 

Coordination between 
agencies 

Capacity to 
consult and 

negotiate 
with other 

stakeholders 

Political and 
policy level 
support for 

coordination 

Capacity to 
develop an 

environment of 
consultation 

Capacity to 
pool resources 
available with 

different 
agencies 

Institutional 
system for 

monitoring and 
evaluation of 
coordination  
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Technical knowledge 
and expertise to 

manage  and maintain 
existing water supply 

projects 

Capacity to 
engage the 
community 

in the 
maintenance 

and 
operation of 

water 
supply 

schemes 

Capacity to 
create a vision 

for maintenance 
of existing water 
supply schemes  

Lack of an 
appropriate 
strategy for 

operation and 
maintenance with 

community 
participation 

Capacity to 
budget for 

operation and 
maintenance of 
existing water 

supply schemes 

Engagement of 
user groups in 

monitoring and 
evaluation of 
water supply 

schemes 

Mobilization of 
resources from 

different sources 

Capacity to 
mobilize 
resources 
from the 
community 

Capacity to 
generate political 

support for 
resource 

mobilization 

Capacity to create 
an atmosphere 
conducive to 

private investment  

 

Institutional 
system to 
monitor 
resource 

management 
issues 

 

As seen in the matrix above, adaptation of the core issues and functional capacities are a critical aspect of 
the assessment process. Although the example above illustrates a potential adaptation of the core issues 
while retaining the standard functional capacities, the latter can also be adjusted to the context. For 
example, recall that the table listing Actors and Delivery Functions in the water sector proposed that 
Delivery Functions could be further subdivided into categories of Provision, Production, Policy and 
Finance? If the organizational entry point or „client‟ being assesses was primarily mandated in the area of 
Policy for water service delivery, the functional capacities could be adapted to focus on the Policy 
domain. That is, the functional capacities could be more specific to “capacity to engage with stakeholders 
on issues of water service policy”, “capacity to monitor and evaluate water service policy”, and so forth. 

The importance of a comprehensive scoping and stakeholder engagement to identify the 
priority/relevant core issues and functional capacities is paramount. These will form the basis of capacity 
development strategies and responses to address capacity gaps and leverage existing capacities for 
service delivery. The following supplementary section, “Capacity Development in the Water Sector- 
Potential Core Issues and Considerations”, is intended to further guide the adaptation and identification 
of key capacity issues in the water sector. 
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Appendix A: A Health Sector Framework of Accountability at the Local Level 

Looking at accountability at the local level, and focusing on the patient (the right-holder) as the centre 
point of this framework, the main actors involved in the delivery of health services, i.e. the relevant duty-
bearers are: the hospitals, doctors and nurses, pharmacists, locally elected representatives, government 
officials and administrative civil servants, and patients. Some actors involved in provision of health 
services have an intermediary role between duty-bearers and no direct contact with the patients.  For 
example, companies who procure drugs and sell them to local hospitals have no direct interaction with 
patients. The framework below describes who are the duty-bearers, what they can held to account for and 
how they can themselves contribute to enhanced accountability. 

 

 

WHO WHAT HOW 

1. Hospitals 
Is there the presence of a Health 
Sector Master plan that details the 
responsibilities of hospitals?  If not 
each hospital may have its own 
organizational plan that details its 
responsibilities, in line with a sector 
plan.  Generally, four main points 
should be covered: 

 

¶ Are hospitals physically 
available to everyone? 

¶ Are hospitals accessible 
without discrimination? 

¶ Are hospitals respectful of 
medical ethics, culturally 
appropriate and gender 
sensitive? 

¶ Are hospitals scientifically 
and medically appropriate 
and of good quality? 

 

With specific responsibilities 
including, but not limited to: 

¶ Provide a healthy, clean and 

safe working environment for 

staff and patients 

¶ Ensure maintenance of health 

facility buildings, equipment 

and transport meets 

appropriate standards 

¶ Provide effective ambulance 

Organizational Accountability 

a. Performance appraisals: Are there 
performance contracts for 
employees (upwards 
accountability) and/or 
satisfaction surveys by patients 
(downwards accountability)? 

b. Salaries: Are staff paid 
appropriate salaries indexed 
against inflation to motivate 
high level service delivery and 
prevent extra-rent-seeking 
behavior? Are salaries paid on 
time? 

c. Are performance bonuses in place 
to promote ethics in the health 
sector and improve health 
service delivery? 

d. Competitive selection: Are there 
transparent procedures for 
recruitment and absence of 
political meddling in the filling 
of vacancies?  

e. Licenses: Do hospitals ensure 
that only licenses and 
supervised personal are 
employed to provide 
professional services? 

f. Procurement: Are the 
procedures transparent to 
avoid problems associated with 
bribes, kickback and collusion 
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service 

¶ Ensure high standards of 

diagnostic, treatment and 

facility infrastructure  

¶ Ensure client friendly 

processing system 

¶ Ensure access to emergency 

treatment, maternal health, 

etc. 

¶ Provide adequate staffing for 

hospital infrastructure 

¶ Ensure staff minimum staff 

competencies are maintained 

at each level 

¶ Develop incentive and 

motivation scheme for staff 

¶ Provide a transparent 

complaint monitoring and 

resolution system 

¶ Ensure performance 

evaluations of staff are 

conducted, including reviews 

of their interpersonal skills 

with patients 

¶ Provide an appropriate and 

sustainable organizational 

structure for delivery health 

care 

¶ Establish a responsive and 

effective organizational cuture 

through supporting 

organizational development 

¶ Ensure patient friendly and 

transparent treatment system, 

including publishing 

guidelines, procedures and 

with the end result being an 
increased cost to patients and 
potential sub-standard 
equipment and drugs? 

g. Employee satisfaction surveys: Do 
the hospitals conduct employee 
satisfaction surveys? Are the 
top management positions 
evaluated in these surveys? Are 
the results published or made 
available to hospital 
employees? 

Administrative Accountability 

a. Monitoring and evaluation 
enables hospitals to be able to 
assess the quality and impact of 
its services, identify 
deficiencies and mark itself 
against benchmarks, workplans 
and strategic direction.  That 
information should also be 
provided to right-holders, so 
they can hold the hospitals to 
account. 

Professional Accountability 
a. Has the hospital developed its 

own code of conduct, including 
doctors‟ conduct towards 
patients? Does it have an 
independent committee to 
review complaints of staff by 
patients? 

Judicial Accountability 

a. Is forensic expertise available in 
the hospital to establish 
medical accountability? 

Civic Engagement 
a. Does the hospital organize 

patient satisfaction surveys? 
b. Is the hospital 

promoting/collaborating with 
any participative planning and 
budgeting, citizen report cards, 
health councils, etc? 

E-Governance, Access to Information 
and Media 

a. Hospital information is 
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forms, a list of services 

available, the criteria for 

referral, diagnostic guidelines 

and hospital admission 

criteria,  

¶ Systematically provide 

relevant and easy to 

understand health 

information (service costs, 

types of services, responsible 

persons and departments, 

complaints mechanism, etc) 

¶ Ensure the procurement of 

pharmaceuticals, medical 

supplies and medical devices 

is in accordance with the law 

¶ Observe and keep up to date 
with the laws and codes of 
conduct. 

¶ Ensure appropriate systems 

for disposing of medical waste 

and expired drugs are in place 

¶ Ensure adequate human 

resource systems 

¶ Manage planning and budget 

processes to ensure health 

services are adequately 

funded 

¶ Keep accurate and up to date 

records, including financial 

interactions and patient 

records. 

¶ Ensure appropriate 

mechanisms are in place to 

involve community, local 

government, and NGO‟s in 

planning, implementing, 

monitoring and evaluating 

health service delivery 

available online on hospital 
websites 

b. User fees, opening hours, 
licenses, directions to services, 
and other information is 
available on wallboards in the 
hospital 

c. A fair lining up process is 
assured through listing 
incoming patients on a published 
list in the hospital. 



P a g e  | 39 

 
 

2. Doctors and 
Nurses 

Doctors and nurses should as a basis 
fulfill the duties of good medical 
practice, and provide a high 
standard of care to all regardless of a 
patient‟s race, colour, sex, language, 
religion, political or other opinion, 
national or social origin, property, 
birth or other status. Specific 
responsibilities should include: 

 

¶ Conduct an adequate 
assessment of the patient‟s 
condition, based on the 
history and physical 
examination 

¶ Provide for appropriate 
treatment 

¶ Work within the limits of their 
professional competence 

¶ Keep clear, accurate, medical 
records which report the 
relevant clinical findings, the 
decisions made, and any 
drugs or treatment given  

¶ Make sure prescriptions are 
written correctly and clearly;  

¶ Pay due regard to efficacy and 
the use of resources;  

¶ Prescribe only the drugs, 
treatments and appliances 
that will serve the patient‟s 
needs.  

¶ Abide by the hospital rules, 
protocols and standard 
practice 

¶ Maintain and update 
knowledge and skills 

¶ Observe and keep up to date 
with the laws and codes of 
conduct. 

¶ Give patients the information 
they request about the 
diagnosis, treatment and 
prognosis. 

¶ Treat all medical information 
about patients as confidential. 

¶ Be satisfied that, the patient 
has understood what is 
proposed and consents to it 

Organizational Accountability 

a. Licenses for practice: Do doctors 
and nurses display license 
certificates, medical degrees 
and wear official identification? 

b. Employee satisfaction surveys: Do 
doctors and nurses participate 
in employee satisfaction 
surveys?  

Administrative Accountability 

a. Monitoring and Evaluation: Do 
doctors and nurses keep clear 
records which report the 
relevant clinical findings, the 
decisions made, and any drugs 
or treatment given? 

Professional Accountability  
a. Code of ethics: Do doctors and 

patients abide by a code of 
ethics? How is compliance to 
ethical standards ensured? Is 
there a professional body of 
oversight? Do doctors keep a 
record of patients‟ written 
permissions/refusals for risky 
or intrusive medical treatment? 

b. Policy on gift-giving: Do doctors 
and nurses comply with the 
policy on gift-giving? 
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before treatment is started;  

¶ Respect the patients right to 
decline treatment or decline to 
take part in teaching or 
research; 

¶ Respect the right of patients to 
a second opinion;  

¶ Be readily accessible to 
patients and colleagues when 
you are on duty.  

¶ Do not abuse the patient‟s 
trust 

¶ Act in the patients best 
interest when making referrals 
or arranging treatment or care 

 

3. Pharmacists ¶ Pharmacies have a duty to 
deliver lawfully prescribed 
drugs or devices to patients 

¶ Work within the limits of their 
professional competence 

¶ Prepare prescribed medication 

¶ Do not abuse patients trust 

¶ Act in the patients best 
interest 

¶ Observe and keep up to date 
with code of conduct and 
regulations of the 
pharmaceutical association 
(where one exists) 

¶ Ensure update of knowledge 
and skills  

¶ Establish and maintain patient 
profiles  

¶ Prepare insurance claim forms 
where necessary 

¶ Stock and take inventory of 
prescription and over-the-
counter medications 

¶ Keep clear and accurate 
records which report the 
prescriptions made and the 
drugs dispensed  

 

Organizational Accountability 

a. Licenses for Practice: Do 
pharmacies display their 
license for practice? 

b. Procurement of Drugs: Do 
pharmacists keep track of 
counterfeit drugs? Do they 
report such drugs to the 
governmental Inspection 
Agency? 

Administrative Accountability 

a. Inspection: Do pharmacists keep 
clear and accurate records 
which report the prescriptions 
made and the drugs dispensed?  

Professional Accountability  

a. Do pharmacists abide by the 
code of ethics issued for their 
profession? How do 
pharmacists ensure compliance 
with the ethical standards? Is 
there a professional body of 
oversight? 

4. Elected 
Representatives 

The responsibilities of local 
assemblies are normally prescribed 
by the law. They usually encompass 
the following: 

Political Accountability 

a. Are local elected bodies 
constitutionally empowered to 
hold the sector to account? 

b. Have the elected 
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¶ Discuss any reports on the 
population‟s health provided 
by the local or national 
government 

¶ Monitor the implementation 
of local government 
programmes for the 
protection and promotion of 
the population‟s health 

¶ Participate in 
planning/budgeting of the 
provision of health services 

¶ Hold local government 
officials accountable for their 
work in the health sector 

representatives (local 
assemblies) conducted any 
enquiries into the health sector? 

c. Have the local councils held 
any officials to account 
concerning health sector issues? 

Electoral Accountability 

a. Are local elections held 
regularly, in a fair and 
transparent way?  

5. Government 
officials and 
administrative 
civil servants in 
the health sector 

Has the International Covenant on 
Economic, Social and Cultural Rights 
been ratified? If so the government is 
under obligation to supply: 

• The right of access to health 
facilities, goods and services on a 

non-discriminatory basis, especially for 
vulnerable or marginalized groups; 

• Access to the minimum essential food 
which is nutritionally adequate and 
safe; 

• Access to shelter, housing and 
sanitation and an adequate supply of 
safe drinking water; 

• The provision of essential drugs; 

• Equitable distribution of all health 
facilities, goods and services. 

 

There should also be a Government 
plan that includes a strategy for 
health.  This may stipulate 
responsibilities such as: 

¶ Ensure roles and 
responsibilities between 
different levels of government 
in relation to the delivery of 
health services are clearly 
defined 

¶ Ensure adequate financing of 
the sector, and through this 
describe who is responsible 

Organizational Accountability 

a. Are performance appraisals 
conducted to hold employees 
accountable through 
performance assessments that 
can form the basis for 
promotions or disciplinary 
action  

b. Are competitive selections held 
for civil service positions with 
transparent and clearly defined 
job descriptions to avoid 
politicization of the health 
sector 

c. Does the local government 
observe the procurement 
standards as laid down by 
national legislation to ensure 
the procurement of good 
quality, safe and efficient 
medicines at affordable prices? 

d. Does local government 
collaborate with the national 
government in the process of 
licensing of doctors, nurses and 
pharmacists, and does it 
collaborate to publish a register 
of licensed practitioners?  

Administrative Accountability 
a. Does the local government 

support monitoring and 
evaluation by the national 
government? 
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for financing different aspects 
of the sector 

¶ Ensure healthcare financing 
system provides quality and 
sufficiency of medical 
assistance and service; 

¶ Promote expansion of health 
care service and upgrade of 
the medical service quality 
where lacking;  

¶ Cover hospitals with health 
insurance services; 

¶ Upgrade and strengthen the 
healthcare administration, 
management and treatment 
control system; 

¶ Upgrade healthcare education 
of the population, with a focus 
on vulnerable social groups  

¶ Build resource capacity to take 
urgent measures and grant 
medical assistance in case of 
environmental pollution, 
natural and human caused 
disasters, epidemic diseases 
and contamination; 

¶ Strengthen the present system 
for timely prevention of new 
or newly spread infectious 
diseases; 

¶ Create population medical 
database.  

¶ Expand medical networks, 
distant diagnosis and 
treatment and build the 
capacity for early diagnosis, 
treatment and recuperation on 
the basis of specialized centers 
with modern medical 
methods in order to provide 
citizens with proper medical 
service. 

¶ Ensure a national aid network 
and improve urgent medical 
aid access for rural population 
living in remote areas; 

¶ Expand healthcare, treatment 
and service types for persons 
with special needs; 

¶ Build capacity of laboratory 
for testing drugs and drug 

Professional Accountability 
a. Are Independent disciplinary 

ethics committees in place to 
monitor and enforce ethical 
behavior of staff and which can 
receive complaints from 
patients with grievances? 

 

Judicial Accountability 

a. Are legal aid services available 
for patients who wish to pursue 
civil court cases against 
doctors?  

Electoral Accountability 
a. Are government officials elected 

either directly by the people or 
indirectly by the local 
assemblies? 

Civic Engagement 
a. Are public perception surveys 

conducted by the local 
administration on the delivery 
of health services? 

E-Governance, Access to Information 
and Media 

a. Do local government officials 
and those civil servants 
required by the law submit 
asset declarations? 

b. Do local governments or 
administrative civil servants 
have a communication plan with 
the media concerning the 
health sector? 

c. Is information on the health 
sector freely available upon 
request from the media or civil 
society? 
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raw materials, expand 
national pharmacologic 
industry, ensure safety of 
medicaments and promote 
decent use of them; 

¶ Expand research and surveys 
meeting the population health 
needs and upgrade practical 
outcomes; 

¶ Define policy on public 
physical training and sport 
and upgrade the mechanism 
of administration, 
organizational structure, 
research, survey, economy 
and finance; 

¶ Prevent sexually transmitted 
diseases, HIV infection and 
AIDS risk and keep the 
present rate of HIV infection 
and AIDS spread; 

¶ Is there a Health Sector Master 
plan that details the 
responsibilities of the health 
sector under key work areas? 

 

Depending on the drafting of the 
master plan the sector should have 
responsibilities under the follow key 
service delivery areas: 

  

¶ Ensure adequate coverage, 
access and utilization of health 
services sector-wide, 
especially for the mothers and 
children, the poor and other 
vulnerable groups 

¶ Ensure the delivery of quality 
tertiary, primary and general 
health care 

¶ Ensure the delivery of quality 
specialized, advanced and 
emergency care 

¶ Ensure continuous and 
equitable sector-wide access to 
essential drugs 

¶  Establish or maintain a 
unified drug, bio-preparation, 
food and cosmetics quality 
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assurance system  

¶ Ensure the capacity of 
diagnostic services through 
establishing a system to 
supply and regularly maintain 
medical equipment. 

¶ Ensure routine infrastructure 
and facility maintenance, 
transport services and 
communication sector-wide 

¶ Develop sector wide activities 
to promote healthy lifestyles, 
subsequently decreasing the 
incidence of most common 
communicable and non-
communicable diseases. 

¶ Create or maintain a health 
promoting environment 
through improved community 
participation and inter-
sectoral collaboration 

¶ Continually improve the 
quality of health care sector-
wide 

¶ Further develop standards, 
guidelines and indicators for 
health care services 

¶ Further strengthen human 
resource management sector-
wide 

¶ Continually develop the pre, 
post and in-service training 
system for health professions 
and health related workers. 

¶ Ensure knowledge, skills, 
ethics and accountability of 
medical doctors and other 
personnel is constantly 
upgraded; 

¶ Further develop the incentives 
and motivation scheme for all 
health workers in the sector 

¶  Ensure regular and increasing 
flow of funds to the health 
sector 

¶ Strengthen financial 
management system to 
improve the efficient and 
effective use of health sector 
financial and related resources 

¶ Strengthen the health 
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insurance system 

6. Patients ¶ To treat health care workers 
and other patients 
courteously and with respect  

¶ To respect the rights and 
privacy of health care 
workers and other people 
using the service  

¶ To give treating staff 
complete information about 
your condition, previous 
treatment, allergies, 
medications you have taken  

¶ and any other information 
relevant to your treatment  

¶ To acknowledge that the 
Hospital must give priority 
to those patients most in 
need of care  

¶ To ask questions until you 
feel fully informed about 
your illness and any 
treatment that is 
recommended, and then 
make an informed choice 
about treatment  

¶ To advise service providers 
if you stop treatment or stop 
taking prescribed 
medication  

¶ To advise treating staff if 
your condition worsens or 
does not seem to be 
improving with treatment; 
and  

¶ To keep appointments or 
notify the service providers 
if this is not possible. 

 

Civic engagement 

a. Do patients submit complaints 
and suggestions through 
dedicated boxes and other 
means to hospital management? 

b. Do patients participate in patient 
satisfaction surveys? 
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Appendix B: Capacity Development in the Water Sector- Guidance on Assessment 

The following is an indicative list of core capacity development issues for improving delivery of water 
services, with a view to informing decentralization arrangements and policy frameworks. It is far from 
exhaustive: the priority capacity development issues and challenges may vary greatly from one country 
to another, even when looking at the same (water) sector. This section is organized under the four core 
capacity development issues identified by UNDP as being areas where a change in capacity frequently 
happens. Under each of the four core issues are a serious of questions intended to provoke preliminary 
exploration of how the core issue may relate specifically to challenges in the delivery of water services. It 
is acknowledged that there may be overlaps between the core issues- for example, a lack of adequate 
community engagement on use of water resources may be an issue of Leadership, but it could also relate 
to the issue of Accountability. 

 

Leadership 

 

¶ Is there effective leadership for developing a vision for service delivery in the water sector? 

¶ Is there space for locally elected leaders and civil servants to innovate in finding solutions to water 
delivery challenges?  

¶ Do leaders play a role in facilitating engagement and dialogue with community groups and other 
stakeholders with respect to water delivery, and based on locally identified needs? 

¶ Do locally elected leaders and deputed civil servants act as a conduit for expressing local needs 
around water services to the central/policy-making level?  

¶ Do leaders have the capacity to manage and facilitate change processes when the roles and 
responsibilities for water services delivery are adjusted at the level of national policy? 

 

Knowledge 

 

¶ Has there been a systematic mapping of requisite skills and knowledge of public sector agencies to 
deliver water services effectively? Are distinctions made between sector-specific knowledge and 
more general skills/knowledge for civil servants, elected leaders, and technical experts? 

¶ Are the skills of technical experts in the water sector (for example, engineers) utilized in a 
coordinated and efficient manner?  

¶ Are there strategies for filling gaps in technical expertise in the water sector? Is this part of an 
overall national CD strategy? 

¶ Is there scope for innovation and innovative solutions in the delivery of water services? Are 
individuals working in the sector encouraged to innovate? 

¶ Is the country‟s national education system able to respond to skills gaps and human resources gaps 
in the water sector? If the national tertiary education system is inadequate, is this being addressed 
through international educational opportunities or other such strategies? 

¶ Within the framework of public administration and the civil service, are there specific skills and 
knowledge provided to civil servants in the water sector? Are there specific human resources 
management issues in the water sector?  

¶ Should the civil service be the focus of an overall human resources strategy for improving water 
delivery? (or is the water sector dominated by other actors- such as the private sector; user groups; 
local elected officials; NGOs; others?)  

¶ Is infrastructure in the water sector (irrigation schemes, piped water supply, wells, pumps) being 
funded and/or managed by temporary or international technical experts? If there is a need for 
short-term capacity substitution, is this accompanied by strategies for developing sustainable 
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national capacity? (mentoring and coaching strategies; knowledge and training strategies; 
twinning arrangements) 

¶ What mechanisms exist for sub-national actors (LGs, line agencies) in the water sector to meet their 
own capacity development needs (whether individual or organizational)? What providers of 
capacity development services exist (such as training institutions, providers of organizational 
development services, leadership development programs, etc.) and do they map to the actual CD 
needs? 

¶ What is the nature of sub-national capacity supply (supply refers to the supply of CD services) in 
relation to the requisite technical and functional capacities identified as priorities for effective 
water service delivery? Is capacity supply limited to government training institutes? Is there a 
focus on stimulating a market for alternative CD service providers such as private sector and 
NGOs? Can public finances (such as local development grants) for CD be used for such non-state 
CD service providers? 

¶ If the provision of water services is incrementally being decentralized, is there commensurate 
attention to the availability, quality and sourcing of local capacity development service providers 
to support these decentralized functions? 

 

Institutional Arrangements and Incentives 

 

¶ Are there institutional capacities to coordinate between relevant sector ministries, local 
government units, elected bodies, private sector providers of water services, community and user 
groups, and civil society groups? What coordination mechanisms exist, for example, between the 
Ministry of Local Development; Ministry of Interior; Ministry of Public Works; Ministry of Health; 
Ministry of Finance- all (and their corresponding line departments) would have a role or interest in 
the provision, regulation or monitoring of water supply. 

¶ Is there effective coordination between the rural water sector and centralized delivery institutions? 
Do both have requisite capacities to coordinate as needed, and to minimize service delivery gaps 
and duplications of effort? 

¶ How is the delivery of water services managed in an MDG context, given the potential overlap of 
multiple MDG-based indicators related to water services (from health, agriculture/food security, 
environmental issues, etc)? Is there capacity to coordinate on planning, implementation, and M&E? 

¶ Are there appropriate institutional arrangements to facilitate coordination between sub-sectors 
such as drinking water supply; sanitation services; and water supply for irrigation purposes? 

¶ Do decentralization arrangements and policy frameworks allow for sub-national governments 
(whether line agencies or local governments) to source capacity locally if qualified individuals or 
organizations are available to take on some role in water services delivery- private sector; NGOs; 
partnership arrangements? 

¶ How does the system of government and decentralization affect personnel and human resources 
issues in the water sector, particularly at the local level? (This question would consider the various 
levels of government; authorities granted to each level; supervisory relationships at various levels; 
legal frameworks, etc.)  

 

[The following is a sub-section that specifically discusses Incentives as related to human resources management, and 
may have particular relevance for the water sector.] 

¶ Is strengthening the civil service is identified as a priority for improving water delivery? If so, key 
capacity development/incentives issues could include the following: 

Á What are the main roots of inadequate civil service management at the sub-
national level? Not enough personnel? Not competent? Poor performance? 
Frequent transfers? Lack of incentives to work in remote areas? Low salaries? 
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Not representative of local constituencies? Lack of integrity? Lack of trust by the 
community? Other? 

Á How do recruitment and management policies affect the likelihood of attracting 
qualified personnel to serve in sub-national and remote areas? 

Á What strategies and innovative solutions can be adopted to address these issues? 
Is there scope for monetary performance incentives such as salary supplements? 
For non-monetary incentives such as individual recognition, career development 
opportunities, increased flexibility such as work-from-home policies? Is 
performance appraisal based on compliance alone or are there merit-based 
appraisal incentives for staff achievement?  

¶ What funds are available for capacity development in the public sector? Are these earmarked for 
training or is there scope for more innovative and comprehensive CD strategies? Are there 
incentives to use “training” budgets for longer-term and more innovative capacity development 
approaches? 

 

Accountability (for further information on Accountability in the water sector, please also consult Module 2) 

 

¶ Do public sector agencies and local governments have the capacity to engage with stakeholders on 
issues of water services, quality, monitoring, fees, etc? Are there accountability mechanisms 
(financial; regulatory; policy-related) to facilitate such engagement? 

¶ Is there capacity to facilitate dialogue with citizens and community groups over the use of natural 
resources such as water? 

¶ Is attention given to developing such capacity for stakeholder engagement in a localized manner, 
depending on localized contexts and needs regarding water resources? 

¶ Has endogenous capacity for managing water resources (such as local knowledge, values, and 
traditions around use and protection of water resources) been sought and utilized in the 
development of broader water sector strategies and policies? Are there accountability mechanisms- 
formal or informal- to encourage such? 

¶ If there is a significant donor presence in the rural water sector, are there mechanisms (and 
requirements) for donors to channel resources to nationally-identified sector priorities and using 
national systems (including procurement and financial systems)? 

¶ Do donor-funded projects in the water sector take into account the need to develop local/national 
capacity to manage water schemes and infrastructure over the long term? 

¶ Given that the delivery of drinking water is a basic service and intricately linked to health and 
poverty indicators, the international donor community has contributed a great deal of financial 
resources, and technical assistance in the sector. Depending on the particular country, there will be 
a number of capacity development issues in the water sector, depending on the level; nature; and 
modality of TA and ODA in the country. Are donors and the international community accountable 
to national actors for the modalities and use of resources in the water sector? Is there accountability 
for international actors to procure locally/nationally? 
 

Service Delivery Bottlenecks and Corresponding CD Issues: A Sector-Wide Framework 

To identify bottleneck and corresponding CD issues a sector-wide assessment of the relevant policies, 
actors, administrative and financing arrangements, and accountability mechanisms in place in each sector 
needs to be conducted. This diagnostic exercise, which will be undertaken in order to make 
recommendations on appropriate sectoral decentralization policy frameworks, is significant in scope and 
will be aided by the methodological frameworks outlined in the three modules. The following table 
(logically adapted to a country context) illustrates how this diagnostic exercise will be organized for the 
water sector.  
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Actor 

Delivery Functions 

Provision Production Policy Finance 

Planning & 
Budgeting 

Staff 
Mgmt 

 

Construction 

 

Maintenance 

 

Operation 

Regulation 
Standards 

 

Monitoring 

 

Finance 

Tier 1 LG         

Tier 1 line 
dept 

        

 

Tier 2 LG 

      

          X 

    

Tier 2 line 
dept 

        

Village 
committee 

        

User 
committee 
or CBO 

        

Frontline 
service 
unit 

        

Private 
firms/NG
O 

        

(This table taken from the draft document „Water Sector Methodology‟) 

 

The diagnostic exercise will, in effect, be twofold. First, there will be a comprehensive mapping of 
Institutional Functions and Financing in the sector, guided by the Module 1 and 2 frameworks. There will 
similarly be a comprehensive mapping of accountability mechanisms in the sector, guided by the Module 
3 framework. A great deal of information on both Accountability and Institutional Functions would 
therefore be „filled in‟ for many of the tabular cells- at any cell representing a sector „Actor‟ with a role in 
the specified „Delivery Function‟. 

Second, this process of functional mapping and accountability assessment will be undertaken with a view 
to identifying service delivery bottlenecks and, if possible, pinpointing the origin of such bottlenecks at one 
or more of the intersections/cells. 

What is gained by locating such bottlenecks by using a matrix of sector Actors and Delivery Functions? It 
allows for a further drilling down to the causality of the bottleneck, and whether it is rooted in a 
deficiency of institutional functions, a failure of accountability, or a lack of sufficient capacity (or some 
combination thereof).  

It may be useful to illustrate using an example. For instance, if we were examining the water sector 
suppose the Tier 2 Local Government is responsible for the maintenance of the piped water supply to 
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their jurisdiction. However, during the sector assessment, a bottleneck is identified when it is revealed 
that a particular community is not receiving water supply because the piped water system is in need of 
repair. This example of a bottleneck would be therefore located by the X in the table above. The 
bottleneck in question would be explored in the following way, using the guiding frameworks of the 
three water sector modules: 

 
1. Institutional Functions: Are there appropriate legal and regulatory frameworks in place for Tier 2 

LG to perform this function? Is there overlap of this function with other Actors? Does Tier 2 LG 
have adequate revenues to perform this function? (for more comprehensive indicative questions, 
see Module 1) 

2. Financing: What is the source of revenue and what implications? (for more comprehensive 
indicative questions, see Module 2) 

3. Accountability: Is there downward accountability for Tier 2 local government as related to the 
Maintenance function- do citizens have a communication channel for demanding this service? 
What is the accountability context for Tier 2 local government with respect to the relevant water 
sector departments/agencies? Is the Tier 2 local government accountable to central ministries, to 
user groups, to community groups, to finance agencies, other? (for more comprehensive 
indicative questions, see Module 3) 

4. Capacities for Delivery: What are the technical capacities required for this Maintenance function 
and do they reside in Tier 2 local government? Similarly, how does the level of requisite 
functional capacities of Tier 2 local government (as an organization) impact the ability to perform 
the Maintenance function- these capacities could include planning, budgeting, monitoring, 
coordinating, etc. Is completion of the Maintenance function hindered primarily by capacity gaps 
at the policy level; the organizational level; or the individual level? (for more comprehensive 
indicative questions, see section below on core issues) 

 

 


