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Since 2004, the Government of Kenya has 
been implementing far-reaching reforms in the 
water sector with the support of the Deutsche 
Gesellschaft für Internationale Zusammenar-
beit (GIZ). Today, a policy and institutional 
framework is in place that is conducive to 
sustainable sector development. This is gradu-
ally resulting in higher performance levels in 
water resources management (WRM) and in 
the provision of water supply and sanitation 
(WSS) services. The long decline in access to 
water and sanitation has been reversed. More 
than one million additional people have been 
given sustainable access to safe and affordable 
drinking water in urban low-income areas. The 
sector budget has increased eightfold since the 
beginning of the reforms, enabling large-scale 
infrastructure investments. The Kenyan experi-
ence illustrates the tremendous opportunities 
for better services that a comprehensive reform 
and an up-scaling process can provide, when 
based on human rights and increased sector 
financing. 

However, the performance of many Water 
Service Providers (WSPs) and the implementa-
tion of water management policies are still 
below par. Services are often not delivered in 
the most efficient way. Regulations pertaining 
to corporate governance, water abstraction and 

pollution, and standards relating to the human 
right to safe drinking water and sanitation are 
not complied with in many instances. Sector 
institutions still do not use funds in the most 
effective and needs-oriented way.

The ongoing challenges to reforms are primarily 
rooted in governance issues. Poor governance 
often constitutes a bottleneck for policy imple-
mentation and limits the impact of the reforms.  
This observation is in line with the discussion 
on sector governance in international coopera-
tion and the need to work on interests, incen-
tives, structures and processes in the sector. It 
is also in accordance with the requirement to 
incorporate good governance principles – such 
as accountability, transparency, non-discrimina-
tion and civil-society participation – in sector 
operations. Integrating these principles can 
contribute to better sector performance and 
to the progressive realisation of the human 
right to water and sanitation. While technol-
ogy transfer and the availability of funding still 
remain important, democratic governance issues 
are increasingly taking centre stage in reform 
processes at national level. 

ABSTRACT  
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The experience of Kenya’s water sector shows 
that the embezzlement of resources, discretion-
ary decision making, capture by vested interests 
and disregard for the public interest are still 
daily realities for water utilities, sector institu-
tions and water users. 

However, the ongoing process to align the sec-
tor legislation with the requirements of the new 
Constitution of Kenya (2010) provides an op-
portunity for sector institutions, the public and 
development partners to move to a more targeted 
and integrated sector governance approach. Such 
an approach addresses the remaining challenges 
facing good governance in the sector. It may 
involve new integrity alliances (including actors 
from outside of the water sector) opening up 
dialogue, and assimilating lessons from current 
practice at national and local levels – both good 
and poor. Mechanisms must be strengthened, 
such as performance monitoring, increased par-
ticipation, public awareness and the disclosure 
of information for consistently tracking whether 
policy objectives are achieved. The autonomy of 
regulators and institutions responsible for service 
delivery and policy implementation should be 
reinforced. Board members should be selected in 
transparent processes to ensure their integrity, 
and they should disclose information on decision 
making and expenditure. 

Delivering better governance on the ground is 
first and foremost a matter of gradually chang-
ing the values, perceptions and incentives of in-
dividual decision makers, managers and staff in 
sector institutions. It will require a shift in the 
underlying power relationships and interests, 
and in the formal and informal rules currently 
governing the sector. While there is no quick 
fix, a comprehensive governance agenda will 
lead to a more effective water sector and also 
to more accountable practices at the sector and 
country levels in the long run. This will pave 
the way to fulfilling the rights enshrined in the 
Constitution of Kenya as well as the human 
right to safe drinking water and sanitation. 

ABSTRACT

BOX 1: GIZ WATER SECTOR REFORM PROGRAMME, KENYA 

Since 2001, on behalf of the Federal Ministry for Economic Cooperation and Development (BMZ), GIZ has 
supported policy making by the Kenyan Ministry of Water and Irrigation, and policy implementation by water 
sector institutions. The technical assistance provided through the GIZ Water Sector Reform Programme 
(WSRP) combines policy advice with support for institutional and organisational development at the national, 
regional and local levels. The programme’s objectives are to increase sustainable access to safe drinking 
water and basic sanitation services for the urban poor and to improve WRM. 

Information on GIZ WSRP is available at www.giz.de. 

Utility-operated water kiosks 
play a key role in up-scaling 
water supply services in urban  
low-income areas, Athi River, 
Kenya 



Preface
There is a broad consensus in international 
development cooperation that inadequate access 
to safe water and basic sanitation, and increased 
water stress are essentially caused by a crisis in 
water governance. 

Experiences in many countries have shown that 
equitable water management and efficient service 
provision are not just a matter of effective tech-
nical solutions and financial investments. Sus-
tainable development in the water sector requires 
good governance with its various key elements: 
accountable institutions, transparent decision 
making, a culture of integrity and the adequate 
representation of water users. 

Looking at water issues through a ‘governance 
lens’ provides an informed understanding of the 
underlying dynamics, interests and incentives of 
the actors involved, and it helps us discern the 
‘rules of the game’ influencing how the players in 
the sector operate. Addressing governance issues 
in a systematic way is a key factor for achieving 
effective sector reforms and hence for improved 
water management and service delivery.

This publication illustrates the linkages between 
governance and the water sector in practice in 
the case of Kenya. It points out the challenges 
encountered by decision makers when advocating 
change and implementing reforms. It highlights 
how reforms to the sector can contribute to 
greater transparency, accountability and partici-
pation in the way water is managed. The case 
study shows that good water governance is an 
essential catalyst for improved performance in 
the sector, for cost-effective investments and, 
ultimately, for fulfilling the human right to water 
and sanitation.

For over a decade, the Deutsche Gesellschaft für 
Internationale Zusammenarbeit (GIZ) has been 
supporting good governance and water sector 
reforms in many partner countries around the 
world. This publication is meant to contribute to 
the advancement of governance as a crosscut-
ting issue in water sector programmes. It is the 
result of successful cooperation between the Water, 
Energy, Transport Division and the Good Governance 
and Human Rights Division at GIZ and is part of 
a broader effort to intensify the dialogue between 
governance and water professionals in GIZ’s work. 

Flowing, safe drinking water is a prosperous 
society’s oxygen supply.
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Living the daily reality  

Maji ni Uhai, Maji ni Siasa: water is not only 
about life but also about politics and govern-
ance. Recently, this fact was keenly felt by one 
Kenyan water company. In order to improve its 
financial performance, the utility undertook to 
recover its operational and maintenance costs 
more effectively, and to reduce the high level 
of its non-revenue water. For years, a large 
number of commercial and private customers 
had not been paying their invoices, so the util-
ity managers decided to insist on payment of 
the long overdue amounts, which amounted to 
more than seven million Kenyan shillings (ap-
proximately EUR 70,000). Those unwilling to pay 
were repeatedly warned that their water supply 
would be disconnected if they did not settle 
their bills. 

Among those that had failed to pay were the 
local prison and a reputable local hotel. Despite 
the repeated demands they continued to refuse, 
ultimately forcing the utility to temporarily 
disconnect them. In response, the prison admin-
istration engaged its own inmates to recon-
nect the prison illegally to the water network 
in a cloak-and-dagger operation supervised by 
armed prison guards, who then prevented utility 
staff, journalists and the local police from ac-
cessing the connection. The invoices remained 

unpaid. The hotel was also reconnected, thanks 
to its powerful friends. A board director from 
the very utility that had cut the connection 
called up and threatened the technical manager, 
forcing him to reconnect the hotel immediately, 
regardless of the outstanding payments and the 
hotel’s legal obligation to pay its water bills. 
The hotel still owed over three quarters of its 
accumulated debt, which constituted an obvious 
breach of the payment agreement. 

This anecdote reflects a common reality for the 
water sector. Technical and managerial deci-
sions are subject to vested interests and undue 
interference, and can trigger informal displays 
of power by local stakeholders. This compromis-
es the efforts of an increasing number of utili-
ties to deliver sustainable, transparent services, 
and comes at the expense of those consumers 
who pay their water bills regularly and on time, 
as the costs incurred have to be borne by the 
general public. 

Policy and institutional reforms in Kenya’s 
water sector since 1999  

Towards the end of the last century, the Kenyan 
Ministry of Water and Irrigation (MWI) had to 
respond to severe deficiencies in WRM and the 
provision of water and sanitation services in the 
country. Armed with a new Water Policy (1999) 

PREFACE

INTRODUCTION: GOVERNANCE AS AN
ONGOING CHALLENGE FOR WATER
SECTOR REFORMS IN KENYA  



and Water Act (2002), the MWI started imple-
menting far-reaching water sector reforms with 
the objective of reversing the decline in access 
to services and making more efficient use of 
the country’s water resources. 

Today, Kenya’s water sector boasts more than 
eight years of experience in implementing 
root-and-branch water sector reforms with 
an undisputed record of success, most nota-
bly in the WSS sub-sector. During that period 
of commitment and hard work, the drivers of 
the reform – the MWI and the implementing 
sector institutions – established an effective 
institutional, legal and regulatory framework 
for the sector. Added to this, a good number 
of water companies were able to raise their 
performance levels gradually, which resulted 
in improved services for consumers, including 
many of the previously underserved urban and 
rural poor. More than one million previously 
underserved people living in urban low-income 
areas gained access to safe, affordable and 
sustainable water services.

The reforms incorporated all the key principles 
that are now internationally acknowledged as 
appropriate ingredients for a modern water 
sector reform process. Water is treated as an 
economic good and managed in an integrated 
way. Poverty orientation, sustainability, cost 
recovery and human rights had become core 
principles of the sector years before the new 
Constitution of Kenya was enacted in 2010. The 
reforms embedded the principles of account-
ability, transparency and participation in the 
sector’s policy and institutional framework and 
in the operations of the sector institutions. 
Taking these principles on board has helped 
the sector to reduce the kind of water-related 

conflicts that result from pollution and over-
exploitation of water resources, or from the de-
cline in access to water and sanitation. Today, 
the sector benefits from a sound, state-of-the-
art policy and legal framework that provides 
the enabling environment it needs for sustain-
able development. 
  
The improvements achieved in the sector since 
the late 1990s are undisputed (Infotrak Harris 
Research and Consulting, 2012). However, the 
number of underperforming, government-subsi-
dised WSPs remains high, which puts in doubt 
the notion that policy implementation really 
leads to the optimal use of funds and efficient 
management. It is no secret that expenditure 
by WSP boards frequently surpasses acceptable 
limits, reaching over 10% of overall income 
in some cases. Nepotism and tribalism hin-
der progress in developing staff and company 
performance, and impair the quality of services. 
Flawed tendering and procurement processes 
lead to unjustified increases in water prices, 
and they compromise equal access to services.

Kenya’s experience suggests that even the best 
formal framework cannot function success-
fully if state and non-state actors continue to 
behave unethically and if established, underly-
ing behavioural structures and patterns are not 
addressed and adjusted. It is not just financial 
resources or capacity-building programmes 
that matter for improved sector performance, 
but also the way governance is practised for-
mally and informally in the sector. The process 
initiated by MWI to align the policy and legal 
framework of the water sector with the new 
Constitution of Kenya of 2010 provides many 
openings for stronger and more focused action to 
improve sector governance and ensure that the 

Of all the present challenges, poor governance is the main 
bottleneck for sector reform in Kenya. It is putting at risk the 
commendable progress already made.
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available resources are used more efficiently.  
Ultimately, better governance lays the ground-
work for the gradual achievement of Kenya’s  
Vision 2030 objectives of universal access to 
water and sanitation, and improved quality of life 
for all citizens.1 

In many other countries as well as Kenya, the 
debate on good governance in the water sector 
has received greater attention in recent years, 
and has already influenced the design of water 
sector reforms. Governance issues are already 
addressed in most of GIZ’s water programmes, 
and they are a daily reality for many projects. 
However, to enhance development cooperation 
interventions and consolidate the gains made 
through reforms, a more systematic approach is 
needed for tackling these issues. A clear under-
standing is first needed of what exactly water 
governance means, what value it adds and what 
its limitations are. 

The present publication aims to illustrate and 
highlight the need for a comprehensive approach 
to water sector reform – an approach that com-
plements the technical and sectorial aspects of 
reform with governance-related measures, as 
exemplified by Kenya’s water sector. It starts by 
exploring today’s international discussion on water 
sector governance and looking at the interrelation-
ship between governance at the country and sector 
levels, and how these can be mutually reinforc-
ing. The second chapter discusses the example of 
Kenya, reviewing current governance practices in 
the sector as well as the impact of, and ongo-
ing challenges to successful reform. The chapter 
also proposes important changes for improving 
governance in two sub-sectors – WRM and WSS 
services – as well as in the regulatory regime 
and in investment projects. It is argued that, with 
an informed understanding of the links between 
the broader concept of good governance and its 
application at the sector level, it will be possible 
to consolidate the gains of sector reforms for the 
benefit of Kenya’s and many other countries’ social 
and economic future.2 

INTRODUCTION

Participation, as here in 
local planning and decision 
making, is a key ingredient of 
good governance

1_Vision 2030 is a ‘national long-term development blue-print to create a globally competitive and prosperous nation with a high quality of life  
by 2030 that aims to transform Kenya into a newly industrializing, middle-income country providing a high quality of life to all its citizens by  
2030 in a clean and secure environment. The vision is anchored on three key pillars; economic, social and political governance.’ (GoK 2007)
2_For more on the broader aspects of governance and their links with the water sector, see AfDB (2010a: 4).



1.1 Water crisis as a crisis of water  
governance 

Despite technological innovations and large infra-
structure investments in the water and sanitation 
sector over recent decades, the statistics remain 
disheartening. A large percentage of people living 
in sub-Saharan Africa still lack access to a safe 
water supply or adequate sanitation services.3  
Key factors here include mismanagement of the 
distribution of water resources, corruption, a lack 
of appropriate institutions, and bureaucratic iner-
tia. There is now a broad international consensus 
that the crisis in the water sector is essentially a 
crisis of governance, and that efforts to promote 
effective water governance should therefore be 
given highest priority (UNDP 2006; TI/WIN 2008). 

The term ‘governance’ is generally defined as ‘the 
way decisions are taken and policies are framed 
and implemented in a state’ (BMZ 2009: 6). It 
includes the rules, processes and actions by 
which the interests and actions of governmental, 
non-governmental and private-sector actors are 
articulated; and how public functions are carried 

out, public resources are managed, and (regula-
tory) power is exercised in society. When applied 
to the water sector, the term ‘water governance’ 
is defined by the Global Water Partnership (GWP) 
as the ‘political, social, economic and admin-
istrative systems that are in place to develop 
and manage water resources and the delivery 
of water services, at different levels of society’ 
(Rogers/Hall 2003: 15). 

Water governance addresses the three dimen-
sions of democratic governance defined by the 
European Commission (EC): governance issues 
(that is: the formal and informal rules of the 
game, power and resources, structures and pro-
cesses); governance principles (such as account-
ability, transparency, participation and inclusion); 
and governance clusters or sub-themes (such as 
human rights, decentralisation, regulation, etc.) 
(EC 2008: 11).4 The relevance of good governance 
– as outlined in box 2 – cuts across the sector. It 
should guide policies and legal and institutional 
structures, as well as the behaviour of individu-
als or organisations responsible for managing 
water resources or delivering water services. 

PART 1: BACKGROUND – ELEMENTS 
OF AND CHALLENGES FOR GOOD
WATER GOVERNANCE 

10

3_According to the WHO/UNICEF Joint Monitoring Programme for Water Supply and Sanitatio, 39% of people living in sub-Saharan Africa still 
lack access to safe water, while 70% have no access to adequate sanitation (UNICEF/WHO 2012). However, these numbers are based on con-
tested data sources and definitions of what ‘improved access to water and sanitation’ actually means, especially in urban settings. In Zambia, 
GIZ documented a gap between the JMP figures and the realities of access to water and sanitation on the ground, with the former particularly 
overstating water access rates in urban settings (GTZ 2007). 
4_For the international discussion on sector governance and political economy analysis, see EC (2009), Carnegie Endowment (2010), AfDB (2011), 
Harris et al. (2011).
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1.2 The causes and detrimental effects of 
flawed governance in the water sector

Despite the special significance of a governance 
approach to the water sector, it is should be 
stressed that the water sector can not be viewed 
in isolation within any given country. The causes 
of poor governance are complex and do not derive 
from just a single sector. They also reflect a 
country’s overall standards and performance of 
governance, and they are influenced by the behav-
iour patterns and the formal and informal rules 
that characterise society, the political system and 
public services, such as public procurement. Poor 
governance practices are often systemic in that 
they are embedded in existing informal structures 
and networks within a society (e.g. nepotism or 
patronage patterns), which potentially influence all 
sectors. This would suggest that sector reforms 
should take into consideration the crosscutting 
challenges that affect the public administration 
(e.g. public finance). It would also suggest that any 
reforms that have an impact on sector governance 
might, in turn, affect the country’s overall govern-

ance at the macro level. This important point is 
part of the international debate on the relevance 
and added value of sector governance approaches.

The water sector is especially vulnerable to poor 
governance as well as corruption.6 Procurement 
processes involving large amounts of public 
money and investment decisions, characterised by 
discretion and non-transparency, open the door for 
undue interference and capture. The monopolistic 
nature of service delivery prevents competition 
and, when coupled with the failure to recover 
costs and the need for subsidies, may lead to inef-
ficient and clientelistic resource allocation. Since 
water is a basic service, many consumers or water 
users can be easily coerced into paying bribes 
for access. The asymmetry of information between 
consumers and water institutions and the lack 
of public awareness about respective rights and 
responsibilities may prevent citizens from obtaining 
services they are entitled to. Lines of accountability 
are often not clear and informal service providers 
(ISPs) are frequently not subject to public regula-
tion (WIN et al. 2011). 

 

PART 1

BOX 2: PRINCIPLES OF GOOD WATER GOVERNANCE7 (ADAPTED FROM UNESCAP [2009])

Transparency Processes, institutions and information on water resources and services are directly  
 accessible and can be monitored. 

Accountability Decision makers in water sector institutions and companies are accountable and   
 responsive to the public and stakeholders.

Participation Citizens (i.e. consumers and water users) have an opportunity to influence processes  
 and decisions in a meaningful way. 

Non-discrimination/  All citizens have opportunities to improve their wellbeing through equitable access to  
equity WSS services. 

Rule of law/ Legal frameworks and regulations are fair and are enforced impartially. 
access to justice 

Performance/ Institutions and processes serve all stakeholders and produce results that meet  
efficiency needs while making the best use of resources.  

5_UNDP (2006: 2)
6_Corruption can be defined as the abuse of entrusted power for private gain (TI 2008).
7_It should be noted that the principles of good governance are also captured in the crosscutting principles of the human right to water and 
sanitation.

The water crisis is a crisis of governance:  
‘The scarcity at the heart of the global water crisis  
is rooted in power, poverty, and inequality, not in 
physical availability.’5



Governance in the water sector is particularly 
important because access to basic services and 
the adequate quality of these services are essential 
elements in helping people rise out of poverty. Cor-
ruption and poor governance reduce the quality and 
quantity of services delivered, and they increase the 
operational costs of WSPs while decreasing govern-
ment revenues. The efficiency of water utilities in 
sub-Saharan Africa could be significantly higher 
with better governance (Auriol/Blanc 2009).

Poor governance practices in WRM run counter to 
social equity and cohesion by entrenching poverty 
– particularly in vulnerable groups such as women 
and children. For example, river pollution mostly 
affects the poor who depend on river water for a 
range of uses. Poor governance contributes to poor 
water management, which endangers ecosystems 
and public health, triggers water-related conflicts 
and leads to the overexploitation of water resources. 

In economic terms, corruption discourages 
investments and compromises the efficient use of 
sector finance. It has been estimated by the World 
Bank that 20 to 40% of water sector funds are 
being lost to dishonest practices (Stålgren 2006). 
The Water Integrity Network (WIN) states that 
up to 70% of sector resources could be saved if 
transparency was optimised and integrity enhanced 
(WIN et al. 2011). Transparency International (TI)
points out that in some developing countries, 
corruption can add from 30 to 45% to the cost of 
a household water connection.8

To conclude, poor water governance results in a 
devastating decline in social and economic wel-
fare, affecting both present and future generations 
and the governance of the country as a whole.

1.3 The human right to water and sanitation 
and good governance

As poor water governance results in unequal ac-
cess to water resources and services, especially 
for the poor, it also contravenes the human right 
to safe drinking water and sanitation. The negative 
impact of poor governance practices in the water 
sector on the normative criteria of the human 
right to water and sanitation, and on general  
human rights principles is depicted in table 1. 

12

Informal water vendor,  
Nairobi, Kenya

8_See: www.transparency.org/topic/detail/water.



The human rights approach puts considerable 
emphasis on governance. It stresses, on one hand, 
the consumers’ role as citizens and rights holders, 
and, on the other, the responsibilities and obliga-
tions of the government and the service providers. 
Upholding human rights – with the stipulation of 
non-discrimination in service provision – provides 
powerful leverage to prioritise the needs of the poor 
and establish minimum standards for all (GIZ 2012, 
GTZ 2009, MWI 2007). The gap in service delivery 
to the poor caused by, among other things, the 
underperformance of utilities and a lack of pro-poor 
policies and incentives, has traditionally been filled 
in many developing countries by small-scale ISPs. 
However, as the above-mentioned standards are not 
monitored or enforced in the unregulated provision 

PART 1
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EXAMPLES OF THE ADVERSE IMPACTS OF POOR GOVERNANCE

Creation of water poverty due to reduced investments for higher coverage and efficiency in 
service delivery.  

When poor householders refuse to pay bribes for better access to water or are prevented from 
using an outlet providing safe water, the poor remain marginalised and suffer from deteriorating 
living conditions.

Deteriorated condition of assets and quality of services delivered affect public health and incre-
ase the poverty of consumers. 

The poor are deprived of larger amounts of their income when left with no other choice but to 
bribe officials to obtain water or when forced to pay overpriced tariffs from informal providers 
for low-quality services.

Corruption may lead to low-quality or sub-standard works, which may compromise the cultural 
or social acceptability of facilities.

Corruption has both a discriminatory purpose and effect, which especially affects the most 
vulnerable (i.e. women and children). 

Decision makers or powerful stakeholders seek to protect their interests and maintain their 
positions of power by, for example, withholding information and excluding other relevant stake-
holders from dialogue and decision making.

Without effective complaint mechanisms, and where awareness about the rights and responsibi-
lities of providers and consumers is lacking, poor householders are unable to seek redress.

Poor governance reduces the performance of sector institutions and compromises the value for 
money of investments.

Poor governance undermines cost recovery and environmental sustainability (non-compliance 
with abstraction limits and standards).

TABLE 1: THE IMPACT OF POOR GOVERNANCE ON THE HUMAN RIGHT TO WATER AND SANITATION
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of informal services, ISPs often become catalysts 
for the violation of the right to water.

The adverse impact of poor governance on the 
realisation of human rights makes it clear why 
better governance practices are needed in the water 
sector. Indeed, good water governance can be un-
derstood as the path to fulfilling the right to water 
and sanitation. For a country to follow that path, 
the principles of good governance and the human 
right to water must both be anchored in a strong 
and binding policy and legal framework. Kenya is a 
good example in this respect, because it not only 
demonstrates how to pursue the right course, but 
also illustrates some of the hurdles that must be 
overcome on the way.

8_See: www.transparency.org/topic/detail/water.

Own compilation, 
adapted from: WIN et al. 
(2011)

Good governance promotes efficient water use and  
improved quality of water services. 
Corruption contravenes and counteracts social equity and 
the human right to water and sanitation.

HUMAN RIGHT CRITERIA



2.1 An enabling framework for better  
governance, performance and equity

With the commencement of the National Water 
Policy 1999 and the subsequent implementation 
of the Water Act 2002, the MWI introduced far-
reaching reforms of the legal and institutional 

framework, which involved separating policy 
formulation functions (including sector coordi-
nation and oversight) from sector regulation and 
service provision. 

The main institutions and responsibilities are 
depicted below: 

PART 2: PUTTING THEORY
INTO PRACTICE – REFORMING 
KENYA’S WATER SECTOR  
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Own compilation, based on the 
Water Act 2002 (GoK/MWI 2002)

Ministry of Water  
and Irrigation (MWI) 

(Policy development, resource mobilisation, oversight)

Water Services Trust Fund (WSTF) 
(Pro-poor financing of infrastructure works)

National Water Conservation and Pipeline Corporation (NWCPC) 
(Financing and implementation of major infrastructure works)

Water Services Regulatory Board (WASREB) 
(Regulation of water services, licensing of asset holders)

Water Resources Management Authority (WRMA) 
(Oversight and monitoring of WRM)

Water Services Boards (WSBs) (Asset holder of WSS infrastructure, 

investment planning, licensed principals of WSPs)

WRMA – Regional offices 

(Implementation of WRM policies)

Water Service Providers (WSPs) 
(Operation of WSS infrastructure)

Water Action Groups (WAGs) 
(Consumer participation)

Served and unserved consumers

Catchment Advisory Committees,  

and Water Resources User Associations (WRUAs) 

(Participation of water users) 

Water users
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FIGURE 1: MAIN INSTITUTIONAL RESPONSIBILITIES IN THE KENYAN WATER SECTOR
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 Key elements of the reform include:

ensure licenced and regulated utilities com-
ply with uniform minimum standards for all 
citizens and gradually provide adequate access 
to water and sanitation for poor households;

9 and 
regulation to ensure professional service provi-
sion, i.e. to attract and retain skilled staff in 
the sector and to set incentives for providing 
services in low-income areas;

alignment of stakeholders, such as develop-
ment partners, non-governmental organisations 
and private sector actors, contributing to more 
effective investments;

management (IWRM), where the allocation 
and use of freshwater must meet human and 
environmental needs; 

in the policy and institutional framework, as 
illustrated in the box below: 

More recently, the enactment of the new Consti-
tution of Kenya in 2010 signified a tremendous 
push for better governance in the country as a 
whole. This push is particularly important as in 
TI’s 2012 Corruption Perception Index Kenya is 
ranked 139th out of 174 countries – far behind 
Mali, Burkina Faso and Liberia (TI 2012). Key 
features of the new Constitution relevant to the 
Kenyan water sector are:

and integrity, which is implemented through 
the Independent Ethics and Anti-Corruption 
Commission Bill 2011 and the Leadership and 
Integrity Bill 2012;

the right to information and compensation, and 
the recognition of the human right to water and 
sanitation in the Bill of Rights;

democratic and accountable exercise of power’ 
and to ‘give powers of self-governance to the 
people and enhance the participation of people 
in the exercise of the powers of the State and 
in making decisions affecting them.’

PART 2

BOX 3: HOW KENYAN WATER SECTOR REFORMS PROMOTE GOOD WATER GOVERNANCE  

Subsidiarity and decentralisation – In line with the government’s overall decentralisation policy, decisions 
in the water sector are made at the lowest appropriate level, making sector institutions more autonomous. 
For example, water utilities have been transformed into autonomous, registered and regulated shareholder 
companies, owned by the municipalities.

Separation of service delivery, policy formulation and regulation to achieve higher efficiency and transparency. 

Stronger accountability through regulatory oversight by the WRMA and WASREB. 

Increased equity achieved by aligning the sector with the human right to water and sanitation and by adopt-
ing a pro-poor approach in sector policies and strategies.

Transparency and accountability ensured by sector institutions reporting regularly to the public and by 
stronger enforcement of regulations and complaint mechanisms.

The participation and empowerment of water users and consumers through more than 400 WRUAs, WAGs and 
mechanisms such as public hearings at community level.

9_Commercialisation should not be confused with the concepts of privatisation or private sector participation. Commercialisation means that 
public institutions (in the Kenyan case, the municipalities) establish water providers as shareholder companies. Therefore, WSS services are still 
publically (usually municipally) owned but are uncoupled from local politics (WASREB 2007).   



The Bill of Rights and the devolution process 
have particularly influenced the new Draft Water 
Bill 2012, which recognises viability, efficiency, 
equity, the expansion of access to water and 
sanitation, and good governance in the provi-
sion of water services to both rural and urban 
populations as a right.10 The new Constitution 
requires the ongoing alignment of sector legisla-
tion, which resulted in the development of the 
Draft National Water Policy 2012 and the new 
Draft Water Bill 2012. This draft legislation now 
provides fertile ground to further deepen the 
water sector reforms started in 2002.

Positive impact of the reforms 
The reforms have had a considerable positive 
impact, which is reflected in the increased mo-
bilisation of resources and the positive trend in 
access to services: 

has witnessed an eightfold increase in the 
sector budget. In 2011 it contributed around 
nine per cent of GDP.11 Between financial years 
2007/08 and 2012/13, the sector’s develop-
ment budget (including donor funds) increased 
from approximately 11 billion to more than 41 
billion Kenyan shillings.

could be reversed for the first time in dec-
ades. Since 2010, progress has been outstrip-
ping the additional demand generated by 
population growth and urbanisation.

-
lation and created the basic prerequisites for 
more efficient and needs-oriented manage-
ment, as illustrated by the Water Services 
Trust Fund (WSTF). Established by the Water 
Act 2002 as a dedicated pro-poor financing 
instrument, WSTF now plays a crucial role in 
up-scaling water and sanitation services to 
the poor. This has been facilitated by the hu-
man rights-based approach which is embed-
ded in the legal and institutional framework 
and adds legitimacy and legality to pro-poor 
strategies in the sector. Table 2 illustrates the 
impact and investments of the WSTF’s urban 
financing window since the first ‘call for  
proposals’:12

16

Water Sector Technical Group 
(2012); KES is the Kenyan 

shilling (KES 1 billion  
= ca. EUR 9 million)

10_Water Bill 2012, Memorandum of Objects and Reasons.
11_MWI Taskforce (2011), ‘Aligning the Water Act 2002 to the Constitution of Kenya 2010’.
12_The ‘call for proposals’ procedure requires WSPs to submit project proposals to WSTF that meet technical, social and financial quality stan-
dards. The procedure ensures the competitive allocation of funding.

FIGURE 2: WATER SECTOR KENYA DEVELOPMENT BUDGET
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PART 2

WSTF-UPC Information System, 
August 2012

Utility-operated water kiosk, 
funded by the WSTF, Athi River, 
Kenya 

TABLE 2: BENEFICIARIES AND EXPENDITURES OF THE WATER SERVICES TRUST FUND URBAN WINDOW 

CALL DATE NUMBER OF URBAN EXPENDITURE  EXPENDITURE
 (mm/yy) BENEFICIARIES EUR (x 1,000)  PER CAPITA (EUR)

  Water     Sanitation Water Sanitation Water     Sanitation

1st 10/09 151,310 - 700  - 4.6  -

2nd 04/10 242,857 22,800 2,850 377 11.7 16.5 

3rd 02/11 261,439 22,525 3,127 260 12.0 11.5

4th 11/11 186,425 8,888 4,353 359 23.3 40.4

TOTAL  842,031 54,213 11,030 996 13.1 18.4

5th 07/12 292,360 35,560 4,795 431 16.4 12.1

TOTAL  1,134,391 89,773 15,852 1,427 14.0 15.9

2.2 Challenges to good water governance 
in Kenya 

Sector governance challenges  
Despite considerable achievements, the new 
Draft Water Policy (2012) still recognises that 
flawed water governance is one of today’s key 
limiting factors in developing the sector, espe-
cially at the service provider level. This is rooted 

in the fact that the sector reforms of the early 
2000s, while having been endowed with all the 
ingredients for better governance, have had 
limited success in delivering better governance 
practices geared towards water service consum-
ers and water users. 
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As the implementation of the reforms progressed, a 
number of challenges relating to sector governance 
arose, limiting the consistent implementation of 
the Water Act and, hence, the effectiveness of the 
reforms themselves. These challenges include:

14 remaining incomplete: The 
transfer of staff and assets (i.e. ownership of 
infrastructure and facilities) from local au-
thorities to WSBs is a key plank of the reform. 
However, the implementation of the transfer plan 
is delayed and incomplete, which constitutes a 
major hurdle for WSPs and sector institutions to 
fully benefit from their autonomy and improve 
their management. This has meant that funds 
have continued to drain out of the sector instead 
of being ring-fenced for re-investment.

provision of subsidies to WSPs is neither linked 
to their performance nor gradually phases out. 
This leads to the ineffective use of limited funds, 
counteracts accountability and hampers overall 
sector progress.

-
spite significant progress, there is still no robust 
sector coordination framework in place that can: 
guide the harmonisation of planning, budgeting, 
financing and monitoring; ensure alignment to 
sector objectives; and strengthen mutual ac-
countability and transparency in the sector. 

-
line data for rural WSS services: Commendable 
progress has been achieved with MajiData15 to 
make data on urban WSS services available to the 
public and sector institutions and this database 
is now being used to focus investments on the 
urban underserved. Nevertheless, information on 
rural WSS services is largely non-existent, imply-
ing an information and accountability gap in the 
rural setting. Information on water resources – e.g. 
stream flows and groundwater – is improving but 
is still poor in terms of both quality and quantity.

stakeholders are yet completely convinced of the 
need for reforms and institutional performance 
and, in contrast to the new institutions (WASREB, 
WSTF), pre-reform institutions have not improved 
their performance to any significant degree. The 
chief executive officers of sector institutions are, 
in practice, not being appointed and dismissed 
by their respective boards of directors (BoD), 
rather they are being selected and nominated 
by the MWI. The autonomy of sector institutions 
is restricted and current selection procedures 
for board members do not prevent conflicts of 
interest. 

The performance of institutions crucially de-
pends on appropriate conduct, accountability 
and information disclosure by their respective 
boards of directors. As such, board expenditures 
can serve as an indicator for the governance of 
sector institutions, like the WSBs. Closer inspec-
tion of WSB board expenditure shows significant 
discrepancies, pointing to questionable practices 
by directors: 

18

13_MWI (2010: 12)
14_To implement the Water Act 2002, the MWI, in 2003, established a transfer plan for staff and assets as present in the former institutional 
structure.
15_See: www.majidata.go.ke.

Kenya’s Water Sector Strategic Plan 2010-2015 detects a ‘crisis of  
governance’, where ‘the behaviour of and enforcement by decision- 
makers (…) is more often linked to personal or lobbied interests 
than to public benefits’.13
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Board expenditure in other sector institutions  
also reveals questionable practices: In 2011/2012, 
expenditure by the board of WASREB amounted 
to five per cent of the overall budget (KES 6.25 
million of a total expenditure of KES 126.66 
million). By contrast, in the same period the 
board of trustees of the WSTF spent more than 
three times that amount (KES 22.88 million), 
representing an excessive 14% of its operational 
costs (WSTF 2012).

Closer inspection of board expenditure in the 
sector reveals that directorships are often 
perceived as opportunities to pocket allowances. 
When boards overindulge in this way, it not only 
drains institutional resources that are badly 
needed to cover operational costs, but it also 
promotes an organisational culture of flawed 
managerial and staff practices, and creates a 
bad image of the institution among the consum-
ers and sector institutions. With such inappropri-
ate behaviour occurring at board level, measures 
to encourage transparency and fight corruption 
and other misconduct among staff in the sector 
institutions will have little or no effect. This is 

also a challenge for WSPs, as will be discussed 
later. 

Deficiencies in sector governance have nega-
tive repercussions for governance in the WRM 
and WSS sub-sectors, as well as in the areas of 
investment projects and regulation. 
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TABLE 3: BOARD OF DIRECTORS EXPENDITURE IN WATER SERVICES BOARDS

                       2010/2011            2009/2010 

WASREB (2012a);  
*KES is the Kenyan shilling  
(1 million KES = ca. EUR 9,000)

Utility-operated public  
sanitation facility, funded by 
the WSTF, Busia, Kenya 

Athi

Lake Victoria North

Northern

Rift Valley

Coast

Tana

Lake Victoria South

Tanathi

Million KES*

 
13.1

6.0

4.5

10.3

No Data

5.7

13.0

3.3

BoD expenditure  
% of operating costs

5.1%

6.2%

1.4%

3.9%

No Data

4.4%

5.2%

3.0%

Million KES*

 
5.1

4.0

2.0

6.4

8.8

6.4

5.5

9.0

BoD expenditure  
% of operating costs

3.0%

7.0%

2.0%

5.0%

5.0%

6.0%

5.0%

7.0%



Governance challenges in water 
resources management
As a semi-arid, water-scarce country, Kenya 
faces particular challenges with regard to the 
management and protection of the country’s 
water resources. Kenya is classified as be-
ing ‘beyond the water barrier’ with a per capita 
water availability of around 500 m3 per annum 
compared to the benchmark of 1,000 m3 (WRMA 
2011). This situation is exacerbated by a number 
of issues relating to equity, transparency and 
accountability in water management. Poor gov-
ernance practices and corruption risks arise in 
three key areas, as indicated in figure 3:16

 

water allocation and sharing include: bribing 
to obtain permits and cover up over-abstrac-
tion; patronage or policy capture to skew 
decisions on water transfers; and allocations 
favouring specific interests in exchange for 
money and political support. 

to enforce existing rules are still weak. At the 
national level, the National Irrigation Board, 
one of Kenya’s biggest water users, is not 
paying its abstraction fees to WRMA. WRMA is 
hesitant about exposing the poor performance 
of catchment management structures because 
regulation and implementation have yet to be 

abstraction permits, some 60% abstract water 
illegally before receiving a permit (WRMA 
2011). Powerful water users still do not feel 
bound by regulations.

example, discharge fees that fail to penal-
ise polluters or reward good practices, and 
kickbacks to regulatory officials to cover up 
pollution incidents or to distort environmen-
tal impact assessments. At the local level, 
polluters go unpunished due to weak enforce-
ment and the covering up of illegal effluent 
discharges.17 This impunity has resulted in, for 
example, the illegal acquisition and use of 
land in the Mau Forest region in the western 
part of Kenya and the subsequent degradation 
of the catchment area.  

In future, climate change adaptation in Kenya 
will necessarily imply upgrading infrastructure 
and building new facilities to increase wa-
ter availability, regulate water resources, and 
address degradation. This will open up new 
opportunities for the embezzlement of funds 

20

Figure 3: Risk areas in water 
resources management

Pollution of water resources 
affects primarily poor water 

users who often rely on 
unimproved sources, Kenya 

  16_The risks associated with infrastructure projects are discussed at the end of this section.   
  17_Only 20% of effluent from WSPs is treated (Kloss 2009).  
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(TI 2011). Further decreases in water avail-
ability due to rapid population growth will drive 
competition for access to water resources and 
provide opportunities for bribery and collusion 
to facilitate illegal abstraction. Thus, the impact 
of changing environmental dynamics on Kenya’s 
water resources will exacerbate existing govern-
ance risks.

Governance challenges in service provision
WSPs play an essential role in realising the right 
to water and sanitation on the ground, as it is 
them who ultimately provide these services to 
consumers. WSP performance not only depends 
on inputs – such as qualified staff, technical 
systems and sufficient financial resources – but 
also on the way decisions are made, the quality 
and extent of information disclosed to the public, 
and the question of which stakeholders are 
involved in company affairs. It is these aspects 
that mark the difference between a well- and a 
poor performing company. In short, good corpo-
rate governance is a key ingredient for achieving 
improved performance levels. 

Key elements of corporate governance
Corporate governance refers to the rules, struc-
tures and processes relating to the decision
making of a company’s management and its 
board. This encompasses relationships with key 
stakeholders such as the municipality or county 
government, as owners of a WSP, the regula-
tor, suppliers, contractors, and consumers. In 
addition, good corporate governance requires 
an organisational culture and ethical behaviour 
based on values such as probity, honesty and 
professionalism. Such a culture is a precondi-
tion for strengthening the integrity and account-
able conduct of staff working in procurement, 
customer services and human resources, which 
are all typical ‘hot spots’ for corruption. The key 
elements of corporate governance are illustrated 
in figure 4. 

PART 2

Figure 4: Corporate governance 
framework, based on WIN/GIZ 
(2013)

Poor governance in WRM is possible where there is lack of monitoring, 
weak accountability, and inadequate capacity and commitment to 
enforce regulations. The destruction of the environment and water 
resources is detrimental for present and future social and economic 
development in the country.  

Board of directors (Oversight)
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Human resources
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Corporate governance in Kenyan Water Service 
Providers
A look at corporate governance in Kenya’s WSPs 
reveals a very mixed picture. While some service 
providers such as Nyeri Water and Sanitation 
Company have significantly improved their gov-
ernance and performance levels during the last 
eight years,18 more than 50% of all WSPs are 
still not viable, neglect their infrastructure, and 
survive only on state subsidies. Although many 
companies have received substantial funding and 
capacity building from development partners, 
they still struggle with high water losses and 
low revenue, and fail to adequately respond to 
complaints. 

The annual performance reports on water ser-
vices in Kenya (the so-called Impact Reports) 
published by WASREB, document how little 
progress these underperformers have made over 
recent years (WASREB 2012a). Cross-checking 

performance levels with the support provided 
to utilities reveals that it is not only investment 
funding or capacity-building programmes that 
matter, but also prevailing governance practices. 
Compliance with WASREB’s corporate governance 
guidelines is ‘in many situations not realised’ 
(MWI 2012: 94). Progress is slow: only four out 
of ten WSPs comply with WASREB regulations. It 
is evident that the practices frequently observed 
on the ground are not in line with sector poli-

2004, PSCGT 2002) and the regulator’s guide-
lines.

Resistance to behavioural change in boards and local 
authorities  
Among the principal causes of weak corporate 
governance is the resistance of councils and lo-
cal authorities to accept the fact that WSPs are 
now commercial, autonomous entities governed 
by the Company Act and are subject to regula-

22

18_Nyeri was reported as best performer for four consecutive years. Others among the best performing WSPs are Eldoret, Meru, Malindi, 
Muranga and Runda (WASREB 2012a). 

‘I want a board that is professional!’ – 
Managing director of a WSP.
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tion. Local politicians attempt to manipulate 
public consultations on tariff adjustment in 
order to maintain low tariffs and receive popular 
support at election time. In many instances, the 
appointment of WSP board members continues to 
be a political matter for local authorities and is 

to capture and conflicts of interest, boards do 
not professionally fulfil their oversight role. Many 
directors seem to lack leadership and integrity. 
They interfere with the day-to-day-management 
of utilities to secure their vested interests, which 
typically involve nepotism and tribalism, or per-
sonal financial gain.

WSP board expenditure as an indicator of corporate 
governance 
In comparison with other African countries, 
board expenditures in many Kenyan WSPs go be-
yond acceptable and justifiable levels. However, 

the table below shows that there are significant 
differences between the WSPs in terms of board 
expenditures:  
The poor practices – i.e. cases whereby board 
expenditure amounts to four times the recom-
mended percentage – run in stark contrast to 
the figures reported by high performers like 
Nyeri, Isiolo or Runda, where board expenditures 
fall within an acceptable range. Excessive board 
expenditure may, for example, result from an 
unreasonably high frequency of board meetings.19

In order to put the above figure into perspec-

in Burkina Faso annually spends 0.08% of its 
total billing. According to Zambia’s regulator, the 
National Water Supply and Sanitation Council 

water companies falls between 0.5% and the al-
lowed maximum of one per cent of total billing.

PART 2

*Good Practice.  Source: Water 
Regulation Information System, 
2011/2012

19_In some WSPs, up to 20 board meetings a year have been reported.

TABLE 4: BOARD OF DIRECTORS EXPENDITURE IN SELECTED KENYAN WATER SERVICE PROVIDERS

Size of WSP Board expenditure  Recommended  
WSP   as % of total  by regulator  
  billing 

Small Yatta Water Company Ltd 11.93% 3-4%
 Mikutra Water and Sanitation Company 11.32% 
 Iten Tambach Water Project 11.27% 
 Kapenguria Water and Sanitation Company 9.94% 
 Runda Water and Sewerage Company* 0.54%
 
Medium Tavevo Water and Sewerage Company 5.46% 1-2.5%
 Sibo Water and Sanitation Company 3.91% 
 Isiolo Water and Sewerage Company* 0.68%
 
Large Kericho Water and Sanitation Company 6.73% 1-1.5%
 Gusii Water and Sanitation Company 4.64%  
 Nyeri Water and Sewerage Company* 1.36%
 
Very Large Eldoret Water and Sanitation Company 2.13% 0.3-1.0%
 Thika Municipality Water and Sewerage Company 1.95% 
 Nakuru Water and Sanitation Company 1.78%

The poor performance of WSPs is a direct result of poor corporate gov-
ernance. Reforms in Kenya, Zambia and Tanzania document that without 
improved governance, any increases in the funding provided to utilities 
have little to no effect.



The impact of poor corporate governance on utility 
operations
In institutions where corruption is rampant at the 
decision making level, the day-to-day behaviour 
of staff is also affected. Common problems are, 
for example, collusion between meter readers
and customers in order to receive side pay-
ments for under-billing, or the connivance of 
company staff with local water cartels to cover 
up illegal connections, leading to higher wa-
ter losses and low collection efficiency. This 
penalises honest customers who are willing to 
pay their water bills, as they have to pay higher 
tariffs. Inadequate human resource management 
systems allow for discretionary recruitment, 
‘ghost workers’ on the payroll or overstaffing.20 

Using manual or inadequate electronic systems 
for billing, meter reading and accounting makes 
it easier to manipulate data and embezzle funds. 
This was demonstrated by a recent case which 
saw 25 million Kenyan shillings (EUR 225,000) 
stolen from a utility’s bank account. Consumers 
also find it difficult to access complaint desks 
or to secure information on WSP investments 
and performance. 

Governance challenges in water sector investments
The increase in the sector’s budget since the 
beginning of reforms presents a tremendous op-
portunity for the sector to invest in infrastructure. 
In doing so, sector institutions can more effec-
tively protect the country’s water resources and 
increase access to water services. By producing, 
storing, treating and distributing water for house-
holds, industries and irrigation, they can increase 
access to water and sewerage systems. 

However, capital projects offer multiple oppor-
tunities to capture public resources. The more 
complex the project, the more opportunities 
there are for mismanagement. It is a well-known 
fact that the construction industry is one of the 
highest risk sectors for corruption – numerous 
scandals around the world have proven this. 
Risks in the project cycle of investments arise in 
the three main areas described in figure 5. 

Funding allocation and investment planning
The National Water Conservation and Pipeline 
Corporation (NWCPC), WSBs, and the WSTF 
undertake fund allocation and investment plan-
ning, and during these stages the following 
challenges can arise:

24

20_ONEA, the water and sewerage service provider in Burkina Faso, has 3.9 staff per 1,000 connections. In contrast, Nairobi City Water and 
Sewerage Company has 7 staff per 1,000 connections and Mombasa Water and Sanitation Company has 10.
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projects or high-cost technologies and to-
wards the allocation of resources to particular 
regions to maximise political support within 
a constituency at the expense of value for 
money and equity of investments. 

-
ent planning: NWCPC and most WSBs have yet 
to adopt a professional investment planning 
approach that is based on actual needs and 
targets the underserved. Rather than develop 
a vision for investment based on a sound 
development and investment plan designed 
to meet national targets, WSBs instead tend 
to formulate a list of ongoing and desirable 
projects. This limits the impact of investments 
and value for money. 

-
formation relating to demand, growth and 
sector investments hampers the effective 
and transparent allocation and use of these 
investments. While a tool for professional 
investment planning and monitoring is avail-
able (namely, the Water Services Boards 
Investment Tool, WaSBIT), its uptake by WSBs 
has been slow. Further, the development of a 
comprehensive national investment plan to be 
aggregated by MWI is still pending.

PART 2

Informal water supply, as 
here in Athi River, Kenya, 
is also the result of poor 
investment planning

Figure 5: Risk areas in water 
sector investment projects
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Project implementation 
Furthermore, there are a number of risks as-
sociated with the management and implementa-
tion (tendering, procurement, construction) of 
infrastructure projects through WSPs, WSBs, 
NWCPC, communities and private contractors, 
which hinder the efficient completion or effec-
tive operation of these projects. For example, 
prices may be inflated when procuring goods 
and services; kickbacks may be paid to decision 
makers; and collusion can occur in bidding pro-
cesses. Frequently, projects are awarded to the 
officials’ ‘preferred’ contractor, regardless of the 
bid quality or price. This results in poor quality 
work, which can lead to high maintenance costs 
or dysfunctional infrastructure. Further challeng-
es in low-income areas are vandalism and the 
theft of hardware (often carried out by informal 
water vendors fearing competition).21

The water sector reform in Kenya has led to the 
establishment of number of mechanisms and 
rules for greater transparency and integrity, and 
stronger accountability and equity in the sector. 
These mechanisms address the above-mentioned 
challenges to some extent. Regulation also plays 
a key role here. 

2.3 Regulation to promote good 
governance in water management 
and service delivery 

Governance is a key concern for water sector 
regulators, given that the key objectives of the 
regulatory system are to deliver gradual per-
formance enhancements in the sector, protect 
consumers, and sustainably manage resources 
and services. These objectives can only be 
achieved by setting and enforcing standards for 

26

Members of the local WAG 
are in a discussion with an 

engineer of Nairobi City Water 
and Sewerage Company, 

Nairobi, Kenya

21_Also refer to GIACC (2008). 
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transparency, accountability, non-discrimination 
and participation in WSS services and WRM. 

Regulatory tools to promote good governance in 
water services 
The recognition of the human right to water 
and sanitation has reinforced the role of WASREB 
in promoting good governance. It is now part 
of the regulator’s mandate to promote the pro-
gressive realisation of this human right. This 
is achieved by gradually formalising services 
to all Kenyans in line with the principle of 
non-discrimination (water services regulation), 
which requires guaranteed minimum service 
criteria for all (controlled water quality, con-
trolled pricing, etc.). WASREB ensures citizens 
become actively engaged in the decision 
making processes that affect both served 
and underserved communities.

Key tools to enable sector regulation to achieve 
the above-mentioned objectives include:

service provision agreements between WSPs 
and WSBs that include requirements for 
delivering minimum service levels, meeting 
certain listed criteria (including governance 
standards), and demarcating service areas 
(so providers cannot exclude slums from 
their service obligations);

-
ards for good corporate governance (including 
ring-fencing funds), or consumer engagement 
(including complaints mechanisms and provid-
ing information to the public);

and promoting sector development through 
regular performance rankings (benchmarking) 
to generate comparative competition between 
WSPs and WSBs (naming and shaming);

the institutionalised engagement of consumers 
as right holders, such as the establishment of 
Water Action Groups (WAGs);

whereby the regulator can reject unjustified 
charges levied to customers and can enforce 
pro-poor tariffs and standards.

Challenges in effectively regulating water services 

a regulatory framework, the sector still faces a 
number of regulatory and institutional challenges: 

undermines enforcement mechanisms and effec-
tive penalties. There is also a lack of supervision 
and monitoring capacity (e.g. inspections) and of 
a visible presence on the ground, as documented 
in a recent consumer perceptions report.

-
set holders and developers, and as the bod-
ies that contract WSPs) do not carry out their 
responsibilities to enforce regulations and are 
less effective as a result. A major challenge to 
this regard is the inadequate monitoring of WSP 
compliance with regulatory provisions. 

regulator by the MWI or attempts by politicians to 
influence or capture the regulator, may threaten 
the effectiveness and autonomy of WASREB. 
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‘If WASREB wants change, it must follow 
up on the implementation of the corporate 
governance guidelines.’ – Managing director 
of a WSP.



In future, it will be necessary to increase efforts 
to mitigate these risks in order to establish a 
regulatory regime that guides the sector to higher 
performance and sets incentives for more ethical 
stakeholder behaviour.

First steps in the regulation of water resources 
Water resources regulation aims to ensure that 
water resources are protected and water is 
shared equitably for competing uses. 

Since 2010 the Kenyan water resources regula-
tor, the WRMA, has published regular reports 
on its activities, achievements, revenues and 
budget, which compare the six regional catch-
ment areas. The quality of the reports is gradu-
ally improving. The reporting now takes into 
account the WRMA’s new regulatory role and 
sector stakeholders recognise its added value. 
The latest report is distributed to WRUAs and is 
therefore accessible by water users. The report 

is also made available to the general public on 
the authority’s website.22 

In line with WASREB’s approach of empowering 
water service consumers, WRMA is supporting 
the establishment and operations of more than 
400 WRUAs, and is also monitoring their work. 
For example, it is assisting with the develop-
ment and implementation of sub-catchment 
management plans for more equitable and 
sustainable allocation of water resources. 

In order to promote the better use of scarce 
water resources, WRMA is enforcing permit 
and abstraction fees. This also helps to reduce 
conflicts among water users and increases the 
financial autonomy of sub-sector institutions. In 
future, the regulator will also monitor and set 
standards for the performance of basin organi-
sations, and will report to the public on their 

monitoring of raw water abstraction and pollu-
tion control. The emerging regulatory regime in 
water management will, in the long term, further 
enhance the enforcement of governance princi-
ples such as participation (in decision making 
on water use), transparency (in water alloca-
tion), and accountability (in relation to water 
abstraction, compliance and pollution). 

2.4 Good practices and recommendations 
for better water governance in Kenya 

In order to mitigate or prevent governance-
related risks in water management, water 
services and sector financing, a number of good 
practices and approaches have emerged that 
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Members of the WAGs Kisumu, 
Mombasa, Nairobi and Kakamega 

during an exchange visit to 
Kisumu, Kenya

22_See: www.wrma.or.ke

‘It is the responsibility of a regulator to dis-
close irregularities (not to pursue them) and 
to strengthen cooperation with integrity bodies, 
which generally lack specific sector knowledge.’ – 
Chief executive officer of WASREB.
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complement the regulatory framework as a 
catalyst for good governance.

Strengthening governance in water resources 
management 
In relation to WRM, a comprehensive institutional 
framework and progressive regulations and in-
struments have been introduced, such as catch-
ment and sub-catchment management planning, 
water permit systems and raw water pricing, etc.
 
While WRMA’s public reporting strengthens 
transparency and accountability at the national 
level, sub-catchment allocation plans and 
WRUAs facilitate participation and transparency 
at the catchment level. 

To respond to the various governance challenges 
in water management and to increase transpar-
ency, accountability and participation in the sub-
sector, the following approaches should become 
part of the reform agenda or be implemented 
with more determination: 

from WRM implementation, thereby encour-
aging the autonomy of basin organisations 
and giving them incentives to better comply 
with benchmarks/regulations and to enforce 
abstraction and discharge permits more ef-
fectively. The separation of these duties also 
promotes more independent monitoring of 
customers’ compliance with abstraction and 
discharge permits. 

-
sure of/access to information for enhanced 
public reporting and oversight by WRMA.

-
tions by empowering stakeholders to partici-
pate in decision making and implementation 
processes at the catchment and basin levels, 
as well as by auditing or monitoring perfor-
mance in water management. Setting up 
WRUAs to participate in water allocation and 
to control extraction on the ground is a key 
factor for achieving this.
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BOX 4: MECHANISMS FOR TRANSPARENCY AND PARTICIPATION IN WATER MANAGEMENT 

Transparency: When water becomes scarce, users need to agree on a transparent procedure for distribution. For 
this, every surface- and ground-water user needs a WRMA-issued permit and must be able to rely on a monito -
ring system for extraction, which is managed in accordance with a well-defined and transparent set of procedu  - 
res. These procedures form part of the framework of a sub-catchment allocation plan, which also takes agreed 
(legal) priorities into account. In such a transparent environment, implementing water pricing is feasible and 
successful, and this also helps to prevent water conflicts.

Non-discrimination and participation: At the sub-catchment management level (150-200 km!), WRMA promotes  
the establishment of community-based WRUAs – there are presently over 400 in operation. These play a crucial 
role in conserving and monitoring water resources, water sharing, and conflict resolution. Relevant regulations 
stipulate that at least 30% of management committee members must be women. The management committee of 
each WRUA is elected regularly during the annual assembly.



Strengthening corporate governance through 
regulation
It has been shown that WASREB plays a key role 
in ensuring better governance in water services 
(WASREB 2012a). Public hearings at the commu-
nity level, clear provisions on access to informa-
tion, and WASREB-stipulated public reporting by 
the utilities all improve the flow of information 
to consumers. 

up on complaints ensure the social accountability 
of WSPs. The nationwide rollout of civil-society-
based WAGs is a powerful tool to expose the 
inadequate practices of WSPs and their boards, 
and to ensure transparency in fulfilling the rights 
of consumers and underserved communities 
(see box 5).

Many WSPs already have explicit measures in 
place to improve corporate governance and 
mitigate corruption risks in company opera-
tions – such as the billing system implemented 
in Kakamega (see box 6) – and are supported by  
WASREB and development partners in their efforts.

However, despite these measures, the persis-
tence of old behavioural patterns from both the 
duty bearer (i.e. WSPs failing to comply with the 
principles of good governance and to enforce 
corporate governance standards) and rights 
holders (i.e. consumers failing to pay their water 
bills) significantly limit the effectiveness of sec-
tor development. It is with this in mind that the 
Water Sector Strategic Plan 2010-2015 asks for 
corporate governance guidelines covering the 
water sector as a whole. Thus, an agenda to im-
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BOX 5: PARTICIPATION THROUGH WATER ACTION GROUPS 

In an effort to strengthen the accountability and customer orientation of WSPs, in 2010/11 WASREB pilote the   
use of WAGs in several Kenyan towns. The concept is now being rolled out gradually in all the areas served by    
the major urban WSPs. WAGs consist of locally based groups of volunteers, mandated and carefully recruited       
by the regulator. Currently, eight WAGs are working with 10 WSPs in their respective service areas, delivering   
consumer sensitisation support and articulating consumer interests vis-à-vis sector institutions. As partners of 
WSPs, they negotiate with the water companies on matters of service provision, and follow up long-standing  
complaints, especially in low-income areas. Their work is framed by WASREB’s consumer engagement guideline 
(WASREB 2012b).

BOX 6: STRONGER INTEGRITY THROUGH BILLING SYSTEMS

In 2010, Western Water Services Company (now called Kakamega-Busia Water Supply) introduced a new billing 
system whose features significantly reduce corruption risks in billing processes: all users of the system can be 
tracked; an events report indicates every change in the system; and each customer’s account history is recorded, 
showing changes of meters and names, and amounts billed and paid. When the meter reading booklet does not 
show previous readings, it becomes difficult to falsify new readings and, thus, to collude with the customer. 
The routes allocated to meter readers are varied and the system is designed to detect unusual consumption 
patterns, which may point to manipulations. As an additional control, the WSP’s accountants, the customer care 
supervisor and the internal auditor can access information from the billing system and check data through the 
events log. In combination with other measures, the new software has contributed to a significant increase in 
the company’s revenue. 
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prove corporate governance in the sector should 
include the following elements:

decision makers. While major changes require 
the commitment of board members, water 
service regulation can provide additional 
incentives for better corporate governance.

corporate culture that deters actions that 
damage institutions and companies. These 
systems may comprise codes of conduct, 
anti-corruption policies, integrity committees, 
and advisors or ombudsmen, as suggested by 
Kenya’s Ethics and Anti-Corruption Commis-
sion (EACC).23

regulator autonomy strengthens compliance 
with existing rules, guidelines and reporting 
requirements.24  

partners for water companies to follow up 
on consumer complaints, facilitate consumer 
information/consultation, and channel feed-
back on consumer needs and service quality 
to WASREB.

Mitigating governance risks in water sector 
investments
Mitigating the risks associated with infrastructure 
investments is key for better sector performance, 
to ensure value for money and maintain the con-
fidence of investors. To date, a number of institu-
tions in Kenya have been created to promote and 
ensure compliance with laws and the principles 
of good governance in public sector institutions. 

the implementation of procurement regulations; 
the EACC, which is the main agency with the 
statutory mandate to strengthen integrity and fight 
corruption in public sector institutions; and the 

for ensuring accountability in public sector insti-
tutions. Additionally, the experience of the WSTF’s 
UPC shows that sector institutions themselves 
can build up effective risk mitigation systems that 
enable them to track the flow of funds and to ac-
count for expenditure (see box 7).
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23_EACC, Guidelines for the preparation of an anti-corruption policy for public institutions and Guidelines for the development of a code of conduct 
and ethics for public officers. 
24_The new Draft Water Bill 2012 supports a stronger mandate for regulators. 

BOX 7: RISK MANAGEMENT SYSTEM OF THE URBAN PROJECTS CONCEPT

The Water Act 2002 created the WSTF as a pro-poor financing mechanism for the water sector. The WSTF estab-
lished the UPC to channel financing for pro-poor water and sanitation projects to service providers. At the end 
of 2012, UPC-funded projects were providing over one million people with access to urban water and sanitation 
services. The UPC involves several tools to support WSPs in planning, implementing and operating infrastructure, 
and to ensure the transparent awarding of projects, the accountable use of funds, and value for money. Moreover, 
it also includes a comprehensive project information system, external auditing, and field monitors who supervise 
the financial, technical and social aspects of the measures undertaken. These all contribute much to the efficient 
implementation and operation of projects.

The WSTF has collected data in 
1,882 urban low-income areas 
in Kenya. The online database 
MajiData assists water sector 
institutions to target their 
investments towards the urban 
poor.



The following measures may help to improve 
investment planning and implementation in the 
sector:  

-
tion must be based on consumer needs as well 
as impact and quality considerations. Prede-
fined and transparent criteria should guide 

 the awarding of projects. To do this, WSBs 
should make use of investment planning tools 
(WaSBIT) to establish a comprehensive financ-
ing plan for sector donors to buy into. All 
sector funds for pro-poor investments in urban 
water and sanitation infrastructure should be 
channelled through the WSTF; hereby corruption 
risks can be effectively managed.

tendering, it is vital that sector institutions 
disclose information on investments to the 
public and regulatory institutions.25 A sector 
specific price index for goods and services also 
helps counteract inflated prices. ‘Integrity Pacts’ 
among public project owners, an independ-
ent monitor and private bidders for contracts 
can help to strengthen compliance and enable 
stakeholders to refrain from bribery. Independ-
ent third-party oversight in implementation and 
evaluation promotes transparency and verifies 
information on the impact of projects. 

-
ing – NWCPC, WSBs and WSTF – must be held 
accountable through, for example, independent 
external audits. Supervision must be accom-
panied by consistent and effective penalties to 
ensure compliance with regulations and quality 
standards. Suppliers who fail must be penal-
ised and consistently disqualified for future 
contracts. 
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25_Also see Corruption Prevention Guidelines in Public Procurement, published by the EACC (2009). 

It is now time for the Kenyan water sector to adopt a governance agen-
da that embraces an explicit approach to further strengthening integrity, 
accountability, transparency and participation in the sector.
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Providing water services and managing water 
is about politics and governance. The lack of 
access to water and sanitation services for the 
urban and rural poor, and the increasing degra-
dation of water resources are above all a result 
of poor governance. There is now international 
consensus that governance is a key factor for 
successful reforms and better performance in 
the water sector. 

When developing and implementing govern-
ance approaches for the water sector, decision 
makers, managers and advisors can draw on 
a large pool of national institutions as well as 
international expertise and resources in specific 
subsidiary fields. Examples include the Training 
Manual on Water Integrity developed by the WIN, 
the U4 Anti-Corruption Resource Centre, and 
the Global Infrastructure Anti-Corruption Centre 

and others provide studies on governance and 
the political economy of the water sector.26 GIZ 
will continue to support water sector reforms 
and promote exchanges on sector governance 

approaches. International experience, for example 
in Zambia and Uganda27, has shown that dia-
logue platforms and comprehensive risk mapping 
and regulation for the sector are effective ways 
of pushing governance higher up the agenda 
while improving practices on the ground. 

In Kenya’s water sector, governance challenges 
are addressed using approaches such as the 
separation of policy and regulatory functions, 
performance monitoring, and the commercialisa-
tion of water providers guided by human rights 
standards. The regulators for water services and 
water resources contribute to greater trans-
parency and accountability in the sector. The 

promote public services that embrace integrity, 
democratic governance and universal access 
to water and sanitation services. However, to 
breathe life into these instruments, the Kenyan 
water sector must adopt a systematic and com-
prehensive approach to addressing unresolved 
governance issues. 
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26_See, for example, Harris et al. (2011) and the references and websites listed in the annex. The Training Manual on Water Integrity is available 
on www.cap-net.org.
27_In response to the Zambian Anti-Corruption Commission’s call for the water sector to improve its governance systems ‘to fight corruption and 
malpractices’, sector guidelines will now be formulated by the NWASCO, Zambia’s water and sanitation services regulator, ‘which will see the 
formation of integrity committees in all water utility companies to counter corrupt practices’(www.nwasco.org.zm/news.php). Please also refer to 
the box in the annex, which outlines Uganda’s experience.  

THE WAY FORWARD: MOVING TO A 
SYSTEMATIC GOVERNANCE APPROACH 
IN THE KENYAN WATER SECTOR



New alliances and stronger networks are a key 
aspect of the sector-wide governance agenda. 
That means not only networks of civil, private and 
state actors, but also interactions between water 
sector institutions and non-sector institutions, 

28 TI-Kenya even 
proposes establishing a new ‘Water Integrity Alli-

-
ance-related challenges should be combined with 
more systematic learning and exchanges on exist-
ing approaches – both within Kenya and interna-
tionally – to foster good governance and integrity. 

reporting by MWI and a more insightful dialogue, 
both between the sector institutions and, in par-
ticular, among development partners in the Water 
Sector Working Group and at the annual sector 
conference.

The experience of Kenya’s water sector clearly 
shows that improving sector governance goes 
beyond progressive policies, technical training 
and investments. The implementation of specific 
and innovative measures and the introduction 

of new formal rules, as outlined above, must be 
complemented by some more informal changes 
– changes in the values, culture, perceptions 
and incentives that motivate people working at 
different levels in the water institutions. There is 
no quick fix for improved water governance. It 
requires gradual change at the institutional and 
organisational levels, as well as in the everyday 
behaviour and working culture of individual staff 

-
ter internalised will actors begin to adjust their 
behaviour. Good governance should become ‘the 
only game in town’. 

Above all, a targeted governance agenda in the 
water sector that puts into practice the crosscut-
ting principles of participation, accountability, 
transparency, integrity and non-discrimination 
will accelerate the progressive fulfilment of the 
human right to safe drinking water and sanita-
tion. It will also contribute to social and economic 
development – in Kenya and elsewhere. 
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28_Further institutions include: the Office of the Auditor-General; the Commission on Administrative Justice, which acts as ombudsperson; the 
Kenya National Commission on Human Rights; and the National Gender and Equality Commission.

There is no ‘quick fix’ for improving water sector governance. Better gov-
ernance requires gradual change at the institutional and individual lev-
els and the implementation of the ‘governance flagship activity’ set out 
in Kenya’s Water Sector Strategic Plan 2010-2015 ‘to create and issue 
governance guidelines and a code of conduct that applies to all person-
nel of the Water Sector Institutions.’
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ANNEX 

BOX 8: IMPROVED GOVERNANCE FOR URBAN WATER AND SANITATION – THE UGANDAN EXPERIENCE

The Ugandan Government places good governance high on its development agenda, at both the national 
and sector levels. The National Anti-Corruption Strategy and the National Integrity Act provide political 
guidance and regular National Integrity Surveys are conducted to monitor governance performance. How-
ever, large gaps exist between the impressive institutional and political framework and the actual action 
occurring on the ground. In fact, corruption in the Ugandan water and sanitation sector appears to be 
widespread and common.

Strengthening good governance in the Ugandan water sector can be described as an inclusive process 
that aims to facilitate the combined efforts of all stakeholders. A number of instruments are being used 
to tackle the challenges Uganda faces:

 reports, comprising data collected at all levels of service delivery, which greatly contributes to the 

 overall transparency of the sector.

-

prises representatives from other relevant ministries, the private sector, non-governmental/civil society 

organisations, and development partners. 

-

duct, which commits APWO members to transparency and integrity, as well as to ethical and professional 

business conduct.

-

ering all staff members. In the last National Integrity Survey in 2008, the company was rated the most 

honest public institution in Uganda.

For more information, see: www.ruwas.co.ug.
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