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Abstract: This paper explores the different urban governance models proposed by multilateral 
organisations in accessing water through informal supply systems, to assess the rationale and the guiding 
principles at the basis of their different ‘governance approaches’.  

There can be no doubt that all developing countries are now experiencing a rapid and unprecedented 
urban growth, which is entailing a rising demand for urban services, especially those concerning water 
supply. To cope with this pressing requirement, the response of multilateral organisations – such as the 
World Bank, UN-HABITAT and the European Union – has been represented by the design and 
implementation of different urban governance and management systems, called to support an equitable 
and efficient access to urban water supply services.  

The paper focuses on the different urban governance approaches through which multilateral donors 
support informal networks and small scale providers to provide water supply in cities of developing 
countries. It is highlighted how these different urban governance approaches address the overall issues of 
poverty reduction but in reality, in certain cases, they also aim to affect and regulate public policies of Third 
World countries. In particular, it argues that the governance model proposed – and imposed – by the 
World Bank continues to belong to a neo-liberal policy agenda, which supports above all the free market 
and considers, in turn, water and urban services as commodities to be managed through widespread 
competition and market mechanisms. On the contrary, UN-HABITAT and, to a certain extent, the 
European Union underline the need for an urban governance system that promotes the ownership of 
development strategies by local communities and that rests on the principles of inclusiveness, 
sustainability, equity and human rights. 

 
Key words: urban governance, multilateral organisations, informal networks and providers, water 
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INTRODUCTION 
 
In the issue of access to urban services, multiple stakeholders are increasingly been 

involved in their delivery process, through the operation of the urban governance concept. In the 
search for alternatives to hierarchically organised or market-driven systems of service delivery, 
the instrument of urban governance has widened the actors involved to include those belonging 
to the community sector – notably through the notion of civil society – but it has also focused the 
attention on the broad range of formal and, especially, informal relationships among these 
numerous actors.  

Much critical literature shares the idea that the concept of governance – and in turn of urban 
governance – is characterised by a neo-liberal rationale underpinning its very basis (Brown, 
2001; Osmont, 1995, 2003). According to international organisations, such as the World Bank, 
are supposed to propose and impose a type of ‘neo-liberal governance’ in their international 
development cooperation, conducive to the development of a global market economy. The case 
of the urban (water) services delivery does not escape this criticism and the informal practices 
and arrangements between the public, private and community sectors – which represent one of 
the key elements of the governance approach – are questioned as much as the precedent 
involvement of the private and community sectors. Following this theoretical framework, the 
recognition and involvement of these informal systems seems to deal more with an enhanced 
economic productivity, efficiency, and competitiveness of urban areas, rather than with an 
access to urban services based on solidarity, inclusiveness and real equity. The present 
analysis about the concept of governance in the operation of urban (water) services is carried 
out following the framework of a ‘neo-liberal economic project’ (Jessop, 2001).  

Nevertheless, amongst the main multilateral organisations dealing with the issue of access 
to services in cities (notably, the World Bank, UN-HABITAT and the European Commission), 
different ‘evaluation models’ seem to characterise their urban governance perspective, 
revealing either a ‘market-based’ approach or a ‘general interest’ approach.    

This paper is divided in three parts. The first one outlines the relationships between neo-
liberalism, cities and urban governance; the second one reviews the strategies which have 
underpinned the urban service delivery in developing countries in the last twenty years, 
according to a neo-liberal perspective; while the last part focuses specifically on the three 
selected multilateral organisations’ position as regards to the recognition and regulation of the 
independent providers involved in urban water supply.  
 
 

URBAN GOVERNANCE and the NEO-LIBERAL PROJECT 
 
Ronald Coase, in his The nature of the firm (1937)1, is recognised as the first exponent of 

the neo-liberal governance concept. He used this term to describe the relationships of co-
ordination and co-operation inside an enterprise to reduce the transaction costs generated by 
the market. In the 1970s and 1980s, this concept was rediscovered by some economists under 
the flags of ‘corporate governance’ or ‘governance structures’ to simplify and rationalise the 
organisation of enterprises following the principles of economic efficiency and managerial 
effectiveness (Brown, 2001; Miegeville et al., 2003; Osmont, 2002; Maloutas et al., 2004).  

From the context of the efficient management of enterprises, the concept of governance has 
been transferred also to the public one, involving also the local and urban administration and its 
task to cope with the increasing reduction of financial resources (Brown, 2001). This process 
has taken place during the 1980s in the cities of developed counties (Loraine, 1998) as well as 
in the developing ones. Borrowing this concept from the managerial field, the urban and 
municipal governments have begun to manage cities focusing on productivity rather than on 
their welfare in terms of housing, infrastructure and basic need (McCarney et al., 1995) 

According to the above, much critical literature underlines how cities, and their way to be 
run through the urban governance, represent a strategic actor in the perspective of a neo-liberal 
type of development (Burgess et al., 1997; Osmont, 1999, 2002; Brown, 2001; Jessop 2002; 

                                                 
1 Coase, Ronald, 1991, “The nature of the firm” in O. Williamson and S. Winter (eds.), The Nature of the Firm, Oxford 
University Press, Oxford.   
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Miraftab, 2004;). Drawing the principal features of the shift from liberalism to neo-liberalism, 
Jessop (2002, pp. 454-455) describes the main economic, social and political measures which 
underpin the neo-liberal project. 

Neo-liberalism and the city 

In the context of the operation of these three measures, cities play a central role. First, cities 
hold a strategic role in the context of the neo-liberal market economy because, through the 
concentration of infrastructure, the urban economies are clearly considered as the engine of the 
economic growth, productivity and efficiency, not only in the national context but also, and 
especially, at the international level; they are the best place to develop the neo-liberal market, 
based on scale economies and comparative advantages (Burgess et al., 1997; Unchs, 2001; 
Osmont, 2003). Cities are also regarded, according to the neo-liberal project, as the drivers of 
greater innovation and competitiveness (Jessop, 2002) and as the place where ‘public 
expenditure reduction and economic liberalisation deploy their main impact’ (Balbo, 2002a:18).  

Second, from the political point of view, the neo-liberal world market can work more 
effectively if ‘economic and social policy and their supporting institutions’ are harmonised 
(Jessop, 2002). In this perspective, cities hold a key role in the reorganisation of the institutional 
infrastructure conducive to greater private investments and, in turn, to the well functioning of the 
free market, being the privileged place where the re-structuring of institutions can take place 
through the elimination of subsidies for, and the privatisation of, public services, and also 
through the ‘deregulation and reform of regulatory regimes in land, housing, finance, 
infrastructure, services and employment markets’ (Burgess, 1997:20; Osmont, 2003). In 
addition, urban governments are called to re-organise themselves in order to take on the 
strategic task of coordinating this institutional restructuring that tries to allocate responsibilities 
and resources between the needs and the interests of the global level (international 
competitiveness, liberalisation, privatisation, deregulation, …) and of the local and regional 
levels (local economy and well-being, equitable access to services, social inclusion, …) 
(Jessop, 2002). 

Third, cities represent a place for civic initiative where, in theory, it is possible to solve the 
social conflicts and tensions generated by the development of a market economy, through the 
construction of a neo-liberal ‘market society’2. The involvement of the community sector can 
contribute to urban efficiency and social inclusion ensuring “a better grasp of local demand and 
a better organisation of provided services” (Maloutas et al, 2004) but also through those new 
solutions that formal and informal social networks can find in mobilising and organising their 
own resources, without burdening the scarce resources of the state (Jessop, 2002).  

Urban governance and neo-liberalism 

Along with the crucial role played by cities in securing the construction of a neo-liberal 
project, this literature shares the view that an urban governance approach is proposed and 
taken on as a tool in carrying out this design. This idea rests on the following observations. 

First of all, the multiplicity of stakeholders characterising the concept of governance 
(ranging from the international enterprises and donor agencies to the social informal networks 
and self-organising communities) are organised through a new hierarchical institutional 
structure belonging no longer to the welfare state but to the principles of economic efficiency 
and managerial effectiveness of the corporate governance. Put another way, the old state 
institutions and hierarchies are replaced with the neo-liberal economic hierarchies, under the 
banner of (good or urban) governance (Brown, 2001; Miegeville et al., 2003; Osmont, 2002). 
Thus, urban governance provides the background to place cities outside the boundaries of the 

                                                 
2 ‘Market society’ is a term utilised by Jessop (2002), drawing on Polanyi (1944, The Great Transformation. New York, 
Rinehart), to explain how liberalism has tried to solve its contradictions and tensions: ‘… in response to crisis-tendencies 
in laissez-faire capitalism, many social forces struggle to re-embed and re-regulate the market. The eventual 
compromise solution was a market economy embedded in and sustained by a market society (Polanyi, 1944). The 
same point applies to neo-liberal capitalism. Thus, after the efforts of “roll-back neo-liberalism” to free the neo-liberal 
market economy from its various corporatist and statist impediments, attempts are now being made to secure its 
medium-term viability to embedding it in a neo-liberal market society’. 
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nation-state and make them enter in the ‘global urban network’ of international competitiveness, 
where donors, international organisations and private companies play a leading role (Balbo, 
1999). Urban governance aims also at organising, at the urban and local level, all the actors in 
the public, private and community sectors to integrate their efforts in using efficiently the sparse 
resources available and, in turn, enhancing urban growth and productivity; market forces can 
also provide the tools to solve and harmonise social contradictions and antagonisms, ‘provided 
they are steered in the good direction through good governance’ (Jessop, 2002:467).  

Secondly, following the above assumption, there is a widespread agreement concerning the 
idea that the notion of urban governance is used to make the neo-liberal economic development 
model objective and inevitable, naturalising and legitimising the market economy at the urban 
scale. In fact, despite this term bringing with itself a host of issues belonging to the political, 
technical, and social fields, a clear priority is given to the neo-liberal economic development, 
while the other factors must adapt to it (Jessop, 2002). According to Maloutas et al. (2004:453), 
‘competitiveness has become the benchmark’ for the social problems of cohesion, inclusion, 
participation, access to goods and services, ‘making a reversal between goals and means’: the 
improvement of urban life conditions is not considered as an objective per se any more, but a 
tool to enhance urban economic growth and productivity. Thus, starting from the idea that the 
neo-liberal project does not need a justification because it is a natural phenomenon (Brown, 
2001; Jessop, 2002), urban governance is called in to tackle the issue of social justice within the 
‘horizons’ (Jessop, 2002:456) or ‘margins’ (Maloutas et al., 2004:454) created by neo-liberalism, 
that is, without impeding competitiveness. 

Finally, in the perspective of a neo-liberal project regulated by the tool of urban governance, 
local communities are called to adapt to this natural and spontaneous design, representing one 
of the actors involved in the context of a free and competitive market, at the local and urban 
level. Communities have to rely on their own initiatives and resources to answer their needs by 
developing ‘family, neighbourhood, informal, or market-based and market-sustaining solutions’ 
(Jessop, 2002:465). Consequently, urban governance provides the arena to manage the 
proliferation of actors and of their innovative solutions through a progressive ‘democratisation of 
political processes’, by applying the instruments of networks, partnerships, participative 
democracy, pluralistic political system of government, etc. (Devas, 1999). Actually, the lack of 
resources available and of codified rules – where the latter characterises the more open and 
flexible governance system in contrast, for instance, with the set of laws of representative 
democracy – allows only the better networked and organised groups to participate in the local 
governance procedures through ‘a quasi market process with meritocratic rules’, excluding the 
powerless voices within social groups and also the individuals outside the groups (Maloutas et 
al., 2004:457). This represents what is often described as the paradox of neo-liberal 
governance, where the neo-liberal project purportedly wears a social, rather than economic, 
dimension. A ‘symbolic inclusion’ (Miraftab, 2004) of the actors of civil society or a ‘simulated 
egalitarianism’ (Jessop, 2002) within which these actors correspond only to ‘re-embed neo-
liberalism in society, to make it more acceptable socially and politically’ allowing, at the same 
time, ‘as few concessions as possible to the forces that oppose program, protagonists, and 
driving forces of neo-liberalism’ (Jessop, 2002:467).  

The discourse about the role of urban governance in the construction of the neo-liberal 
project is used in this essay as the framework for the analysis of how multilateral organisations 
engage informal resources, initiatives and practices in the delivery of water services in cities of 
developing countries. Thus, the concept of urban governance is supposed to provide a 
legitimate and justifiable tool to ‘use’ these informal arrangements in supporting the construction 
of a neo-liberal type of development.  
 
 

URBAN GOVERNANCE and SERVICE DELIVERY  

Neo-liberalism, structural adjustment and the city 

In the 1980s and 1990s, cities in developing countries have been the theatre of ‘a profound 
shift as neo-liberalism has become the dominant development paradigm’ (Burgess et al., 
1997:3). In particular, during the 1990s, the international development agenda has been further 
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modified according to the neo-liberal principles outlined above. This can be recognised in the 
attempt of embedding the economy in a ‘market society’ – taking in a new consideration the 
issues of poverty and social inclusion in the economic development – and in that one of 
addressing the institutional capacities of these countries and not only the functioning of the 
markets.   

Before outlining these modifications, it is worth pointing out that from the beginning the 
reforms in the development agenda (and, in turn, also those in the urban social services) have 
taken place under external pressures: basically, those of the multilateral or international 
financial institutions – such the International Monetary Fund (IMF) and the World Bank – which 
have always had a greater influence given by their role of ‘financial sponsors of reform’ (Batley, 
2004). It is, for instance, recognised that the influence of the World Bank does not stop at the 
project level but affects the politics regulating each individual sector (Zanetta, 2001) and that the 
Bank is increasingly become an international agency of expert appraisals and consulting 
(Osmont, 1995). 

Thus, in the past 20 years, the main instrument of change that the external agencies have 
used in these countries has been represented by the macroeconomic development strategies of 
Structural Adjustment Programmes3 (SAP) promoted by the World Bank and the IMF. These 
programmes focused to a great extent on the city, in order to improve the productivity of urban 
economies, strengthen their different and comparative advantages, and make them become 
one of the central gears of the free global market (Burgess et al., 1995; Osmont, 2002). 
Nonetheless, the negative consequences of structural adjustment – notably in the widening of 
the gap between reach and poor – have led to further modifications of the development agenda 
during the 1990s (notably known under the term of Post-Washington Consensus. See Öniş and 
Şenses, 2005). 

First, the removal of subsidies for services by the government and the cuts in the 
expenditure of public administration entailed underemployment and reductions of wages, 
especially in urban areas (Batley and Larbi, 2004). The resulting serious negative social effects 
and a general increase in levels of poverty have led to the definition of a ‘second wave’ of SAP, 
characterised by a strong social concern (Osmont, 1999). Thus, starting from the late 1980s 
urban poverty reduction policies began to be systematically included as compensatory 
mechanisms for the social problems of Structural Adjustment. This took place relying mainly on 
the emergent definition of a normative framework for development policies and on the 
progressive construction of a qualitative and participative paradigm for poverty (Ramirez, 2002). 
Nevertheless, these policies were designed without challenging the discourse on urban 
productivity and efficiency: the improvement of the productivity levels of the poor continues to 
be seen as the key to urban poverty reduction (Burgess et al., 1997).  

Second, failures of the SAP as a holistic tool to address the issues of development led to a 
re-consideration of the strategic role played by governments, instead of continuing to focus on 
widespread recommendations for a reduced presence of the state. Indeed, it has been clear 
that it was no longer possible to just apply for a ‘smaller’ state but, on the contrary, it was 
necessary to introduce a ‘bundle of management techniques’ into the public sector. These have 
been mainly borrowed from the private sector, and transferred to the public administration under 
the name of ‘New Public Management’ (Nickson and Franceys, 2003). So, he changes 
introduced at the government levels have essentially been ‘about liberalising government itself’ 
(Batley and Larbi, 2004), where the market rules sustaining productivity and efficiency have 
been applied to the institutional sphere. Actually, it corresponds to what Jessop (2002) has 
identified as the neo-liberal attempt to harmonise economic policies with their supporting 
institutions. 

Structural adjustment and the delivery of urban services  

Urban services play a double strategic role in the implementation of Structural Adjustment 
programmes. Improving the access of the poor to urban services means improving the 

                                                 
3 Structural adjustment has mainly entailed privatisation of state assets, drastic cuts in the number of public sector jobs, 
the removal of subsidies in food, energy, transport and shelter, the introduction of cost-recoverable prices and of new 
taxes, and the compression of government social expenditure.  
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population living conditions – in particular health conditions – which constitute one of the key 
elements in poverty reduction policies and, hence, of Structural Adjustment social concern. 
Secondly, but essentially, the improvement of urban services bears a strong impact on urban 
efficiency. On one side, in fact, an increased access of the poor to basic urban services can be 
carried out through the involvement of the small-scale and informal sector, which will ‘increase 
employment for low-income workers as service providers while directly supporting the 
productivity of users’, that is what the World Bank essentially identifies in the concept of livability 
(World Bank, 2000). On the other side, improved urban services represent an essential 
precondition to make cities more productive and efficient and, ultimately, more competitive in 
attracting investments (Balbo, 2002b).  

Moreover, the changes in public management, upheld by structural adjustment, have deeply 
modified the organisation and management of urban public services. Public responsibility for 
social services (health, education, water and sanitation) – ‘direct public ownership or state 
management’ – had been established with the reforms in the 1930s to 1950s in Europe and 
Latin America and in the 1950s and 1960s in South Asia and Africa (Batley and Larbi, 2004). 
But, the inability of the public sector to maintain the infrastructure network and to manage it 
efficiently – for instance, with a well organised structure of prices or without the system of 
patronage opportunities for politicians and bureaucrats – produced shortages in the service 
production and provision (Rakodi, 2002).  

According to Batley (2004), state responsibility for social services (and economic 
development) has been challenged by two main waves of public management reforms 
reflecting, at the same time, the general shift in the international reform agenda. Between the 
1980s and the early 1990s, the ‘first generation’ of more broad and general reform focused 
mainly on macro-economic stabilisation and on the reduction of the ‘state intervention in the 
management of the economy’; the only direct effects in the social sector services can be 
identified in the ‘rises in tariffs and introduction of user fees’. These reforms took place under 
the pressure of a deep economic crisis involving developing countries and the resulting 
reduction of public expenditure. The following ‘second generation’ of reform, on contrast, was 
implemented mainly during the 1990s. It focused – and it is still focusing – much more on the 
organisation of social service delivery and is identified, by the author, ‘in the organization and 
roles of government bodies, in changing attitude toward, and the relationship with, the private 
sector’ involving multiple actors and requiring a long-term commitment by administrative officials 
and political leaders (p.40). In particular, the public management reforms involving these 
sectors included: ‘privatizing and contracting out the management of public services, 
decentralizing management to semi-autonomous units within the public sector, the application 
of changes to users of services, and the development of enabling and regulatory roles by public 
agencies’ (p.34).  

In the wake of these changes, it is possible to ascertain that the reforms adopted in the 
sector of urban social services, between the late 1980s and the 1990s, show two main and 
different features: the technical / financial one and the institutional one (Osmont, 1999:24).  

1. The reduction in social expenditure affected particularly the basic social services and 
infrastructure: worsening the conditions of public services and forcing, in turn, the public 
administration to look for alternative solutions to fund urban services. In particular, the possibility 
of separating  the ‘production’ from the ‘provision’ of urban services led to the technical and 
institutional ‘unbundling’ of the process of delivery of urban services, allowing different providers 
to get involved in the different phases of this process. This has been translated especially into a 
greater involvement of the private sector and its financial contribution, especially in the phase of 
the production (Harpham and Boateng, 1997; Balbo, 2002b; Allen et al., 2004; Batley and Larbi, 
2004). Thus, several forms of market-oriented approaches have been adopted in developing 
countries to deliver urban services, such as ‘increasing focus on the customers, users fees or 
charges, contracting out of service delivery to the private or voluntary sectors, public-private 
partnerships, and outright privatisation’ (Batley and Larbi, 2004:49, see box 1).  

2. Furthermore and more essentially, the technical and financial reforms of urban services 
have been supported by an institutional re-structuring. The general context was represented by 
the new public management, where governments were no more called to physically produce 
and delivery services (‘direct provision’), but just to ensure that services were available (‘indirect 
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provision’), ‘managing, regulating or enabling other providers’ (Batley and Larbi, 2004). At the 
city level, this general trend was processed through the widespread application of the 
subsidiarity principle and, in turn, by the management decentralisation. This has corresponded 
in moving from ‘urban administration’ to ‘urban management’, where the latter was supposed to 
be able to employ alternative methods for the delivery of services and to organise the new 
providers involved in the process of urban service delivery. ‘Urban management’ is thus 
proposed in order to ensure a more efficient and responsive delivery of urban services, a more 
directly response to the ‘demands’ of local citizens and a streamlining of administrative 
operations. It is based on efficiency and enablement, rather the on control, where the latter 
characterised the ‘urban administration’ (Stren, 2000).  

Thus, urban services bring a substantial contribution in promoting the neo-liberal economic 
model of development, modifying the technical and financial system of their delivery in the 
perspective of a greater involvement of the private sector, and adjusting the urban and national 
institutions in sustaining this involvement through the reforms underpinned by the new public 
management. Through the ‘market enablement’ and the ‘political enablement’4 (Burgess et al., 
1997), the reallocation of regulatory and productive functions, technical and financial resources, 
and government responsibilities and tasks seem to be much more conducive to higher levels of 
economic growth, efficiency, productivity and, in turn, competition – totally coherent with the 
structural adjustment requirements, according to a neo-liberal design – rather than to local 
social and economic necessities or internal political requirements, driven by the principle of an 
equitable access to urban services.  

Urban service delivery and community involvement 

Amongst the main changes in the international development agenda of the 1990s, the new 
interest for community participation in the delivery of urban services represents, without a doubt, 
one of the principal themes of modification. The appeal for community involvement in the 
processes of development is not a new issue per se, but the specificity characterising the new 
attention in this decade lies in the relevance of communities’ contributions in a neo-liberal 
perspective of development. In these years, in fact, the principle of community participation is 

                                                 
4 According to Burgess et al. (1997), ‘market enablement’ is described as it follows: ‘The state’s role in production, 
ownership, finance, marketing and regulation should be ‘rolled back’ and its activities restricted to those of ‘market 
enablement’. Government was to be a coordinating and facilitating rather than an interventionist force. Enablement 
meant facilitating and promoting the formal and informal business sectors and entrepreneurs to provide market solutions 
for the production, distribution and exchange of urban goods and services’ (p.141). On the other side, ‘political 
enablement’ is described as ‘a transformation in the structure and functions of central and local government, the 
relations between them and their relations with the market and the community. Political enablement is achieved through 
political/administrative decentralization, democratization, managerial and institutional reform, the widespread use of 
NGOs and community-based organizations, and trough adopting enabling strategies towards the market and the 
community in the allocation of material and financial public goods and services’ (p.144).  

Box 1. Key principles of neo-liberal water policy extracted from the mainstream literature 
a) Water resources should be allocated through the market; that is, private water rights should be 
created replacing any existing forms of collective or public rights and they should be freely tradable; 
b) Water services have to be considered an economic good, in the sense of being a private good that 
has to be bought in the market; by definition, once WSS are considered to be private goods, non 
payers can be excluded from accessing them; the notion that WSS are a public or social good must 
be abandoned; 
c) Water services should be provided by private operators, which are inherently more efficient than 
public ones; if possible, water services should be self regulated by market mechanisms and state 
intervention should be minimized if not altogether cancelled;  
d) Water services are not a natural monopoly, as claimed by the defenders of state intervention; most 
operations can actually be opened to competition, perhaps with the exception of some core activities; 
however, high transaction costs can make competition difficult; in these cases, a privately-owned 
water monopoly is preferable to a public one; even then, keep regulation to a minimum or cancel it 
altogether if possible;  
e) Water users should be transformed into consumers, and right holders into customers. 
Source: Castro (2005), chapter 6. 
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revived in the wake of a new interest for civil society, according to the new development 
concept of urban governance.  

In reality, during the 1990s, the idea of community participation in the delivery of urban 
services essentially comes up from the necessity to cope with market failures (see box 2) and 
the inefficiency of state market led strategies (Miraftab, 2004). As a result, has the need 
become apparent, not only, to rethink at the capacities and institutional conditions of 
governments in sustaining these market-oriented changes (see for instance Batley and Larbi, 
2004; Rakodi, 2002) but also, and especially, to involve communities in the design and 
realisation of alternative solutions. This is actually one of the key features at the basis of the 
renewed interest in civil society, in the perspective of a neo-liberal state. 

Neo-liberal policymakers have reassessed the role of community participation in line with an 
ideology that stresses the primacy of community and families responsibilities over institutional 
interventions and the need for the mobilization of resources of a revitalized civil society to fill the 
resource gaps between need and market and state capabilities (Burgess et al., 1997:151).    

These few lines show how the role that the community is called to play in the delivery of 
urban services is consistent with the ‘second generation’ reforms adopted in the field of social 
services, which have been outlined above. As it has previously occurred in the case of private 
sector, local communities and civil society organisations are now called to improve the 
performance of the service delivery in two main respects. On one side, with a direct contribution 
through their local human, technical and financial resources, mobilising cash or in-kind 
contributions, to ‘enhance project effectiveness by increasing local commitment’ (World Bank, 
1994:78). On the other side, with their direct involvement in the process of decision-making, that 
means, at the institutional level of the urban management, where they have to organise 
themselves in order to reach consensus and to enter in the decision-making process: ‘especially 
to set priorities for expenditures and to ensure an equitable and agreed sharing of the benefits 
and the costs of service provision’ (ibid:9). 

 These two different tasks, belonging at first to the market forces and now to the community 
sector, are but the two sides of the ‘governance equation’ that Harpham and Boateng (1997) 
identify speaking in terms of urban services. They are respectively:  

• the performance side, concerning the ‘technical question of how resources are put 
together to deliver services’ and, in turn, the contribution that the community sector can 
bring. This also entails the type of strategies and capacities applied in delivering urban 
services, which had mainly been decided according to the economic debate (including 
notably those related to the ‘public sector management, legal framework, economic 
liberalism and competence to form policies and delivery services’); and, 

• the representational side, concerning the ‘representation of individuals and groups in 
civil society’. This aspect is connected with the relevance that the community sector 
holds at the institutional level, dealing mainly with the issue of equity within an 
enhanced participation. It also implies the broad concept of ‘transparency, 
accountability, social justice, human rights and democracy’. 

Thus, the concept of ‘urban governance’ comes to realise another shift in the debate about 
the best form in the operation of urban services, following that one from ‘urban administration’ to 
‘urban management’. These authors, in fact, highlight how the notion of governance has given 
emphasis to the ‘issues of equity and community participation’. This has been realised by 
distinguishing this term from the management techniques borrowed from the private sector as a 
means of improving the delivery of services and by ‘ensuring that the community sector has the 
opportunity to contribute to both provision and production’. Furthermore, they argue that ‘good 
governance, through the representation side of the equation, should to a certain extent present 
alternatives to this dominated mode [the capitalistic economy] of what various societies want 
and can have’ (Harpham and Boateng; 1997:5).  

 Nevertheless, much critical literature shares the idea that, in reality, the ‘governance 
equation’ has just changed, or better widened, the factors included in the process of urban 
service delivery – applying to the principle of an improved equity – without modifying the 
rationale at its basis. Put another way, the community sector or civil society organisations have 
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just been integrated to or substituted for the direct intervention of the private sector in the 
operation of urban services, according to a neo-liberal state that is no more responsible for their 
delivery (Brown, 2001).  

This part of the literature is mostly connected with the critical analysis of the rationale that 
some external agencies – the World Bank in particular – refer to in the funding of improved 
urban services and, more in general, of development processes. According to this view, the 
World Bank is supposed to support community (civil society) participation – through the concept 
of governance – in order to sustain a neo-liberal type of development (Osmont, 2002; Lewis, 
2003; Tuozzo 2004). This idea is expressed in a more explicit way by Lewis (2003:14) when he 
highlights that aid donors (such as USAID and the World Bank) support the building of ‘only an 
apolitical sanitized version of civil society which excludes organizations and individuals engaged 
in struggles for political power and influence and which may be critical of neo-liberal orthodoxy’. 

To round off this section, it is interesting to have a look at Jessop’s analysis of the World 
Report on the Urban Future 21, in which he highlights that different sets of strategies are 
proposed in this document to sustain the neo-liberal project according to different regions and 
type of cities. He points out how, in the developing world, the World Report calls for a system of 
good governance combining ‘neo-liberalism with a strong emphasis on mobilizing popular 
energies, the informal or social economy, and communitarian value. In these cities, then, it 
ascribes a key role to neo-communitarianism in sustaining neo-liberalism’5 (Jessop, 2002:467). 

                                                 
5 According to Jessop, 2002:461, neo-communitarianism and neo-liberalism are two of the four strategies to promote or 
adjust to a more global neo-liberalism. These are their main features: 
 neo-communitarianism neo-liberalism 
1. De-liberalization – limit free competition Liberalization – promote free competition 
2. Empowerment – enhance role of third sector De-regulation – reduce role of law and state 
3. Socialization – expand the social economy Privatization – sell off public sector 
4. Emphasis on social use-value and social cohesion Market proxies in residual public sector 
5. Fair trade nor free trade; Think Global, Act Local Internationalization – free inward and outward flow 
6. Redirect taxes – citizens’ wage, carers’ allowance Lower direct taxes – increase consume choice 
(where the numbers correspond to six independent aspects of economic regulation: 1. dominant form of competition; 2. 
form and extent of external regulation of private economic actors; 3. size of the public sector; 4. form and extent of state-
owned production of goods and services; 5. articulation between national economies and the state’s role in managing 
international economic relations; 6. tax regimes) 

Box 2: Market failure arguments 

Public goods: Some good and services are described as by their nature ‘public’ in the sense that 
private firms on their own would simply not provide them adequately or at all. These are goods for 
which there is no means of charging consumers (because non-payers are not ‘excludable’) and whose 
consumption does not reduce their availability to others (there is no ‘rivalry’). This would occur, for 
example, in the case of police services, street-lighting or street-sweeping where the benefits are 
collective. It is impossible to measure how much individual has consumed, and the service in not used 
up by consumption. 
Externalities: 
• The water society would benefit from extension of a service even though the direct consumers may 

be unwilling or unable to pay for it: an example of such ‘positive externalities’ would be vaccination; 
• Producers can pass on costs to the wider society, allowing them to keep their costs to the direct 

consumers artificially low: an example of these ‘negative externalities’ would be industrial pollution. 
Monopoly: The nature of a good or service or the scale of the initial investment required prohibit 
competition – e.g. water supply systems. 
Scale and risk: The necessary investments are so large scale or the returns so risky that the private 
firms are not prepared to undertake them – e.g. major underground infrastructure. 
Imperfect information: Consumers and producers have too little knowledge to make informed 
choices: this sort of situation may arise in the case of professional services (such as health advice) 
where clients may not be able reasonably to assess the value of options. 
Equity or ‘merit’ good: There are in practice basic commitments in any society to the view that 
everybody should have access to certain goods and services, regardless of their ability or willingness 
to pay the market price. ‘Government needs to act to provide merit goods because individuals are not 
necessarily the best judges of what is in their own or the public interest’ (Walsh, 1995, p.10). 
Education and health typically come in this category. 
(Taken from Batley and Larbi, 2004:24)
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Said in a different way, but without changing the rationale: ‘participation works best together 
with, not in place of, good governance’ (World Bank, 1994:78). According to the neo-liberal 
economic project, the community involvement has represented a tool to ‘make neo-liberalism 
socially and politically more acceptable’, but without resolving the real problem of a more 
equitable access to urban services. 

‘Informal systems’ of access to urban water services 

Currently, much research activity is concentrating on the identification and analysis of 
alternative system of access to urban water services – and the resulting alternative ‘new’ forms 
of governance – beyond those organised on institutional hierarchies, driven by market forces or 
coordinated by a broad range of formal and institutional public-private and public-private-
community partnerships.  

In the field of urban governance and urban water supply, the alternatives represented by the 
informal systems of access to urban water – belonging to the public and private sector and the 
community one as well – are recently keeping the attention of many research activities. The role 
of these ‘informal alternatives’ is recognised as being important in two respects. The first one 
deals with the evidence that many urban poor currently gain access to water through a variety 
of different practices, most of that can be labelled as ‘informal’ (Amis et al., 2001; Jaglin, 2001; 
Nickson and Franceys, 2003; Batley and Moran, 2004; Allen et al., 2004). Collignon and 
Venzina (2000) calculate that informal and/or small-scale private water providers serve much of 
African, Asian and Latin American cities, whilst in some African cities they serve up to the 70-80 
per cent of urban population. The second one acknowledges that these informal practices or 
activities – interacting with the more formal arrangements and institutions that belong to the 
public, private or community sectors alike – generate a range of more or less formal and 
informal relationships and, actually, the latter are nothing but one of the many ‘other forms of 
collective decision-making’ that Harpham and Boateng (1997:68) identify as characterising the 
wider concept of urban governance, beyond the government itself (see also Pierre, 
2000:introduction). Furthermore, the articulation of these formal and informal processes can 
lead to a form of more complex and horizontal urban governance, aimed to create synergies 
between the different actors and sectors to improve access to water services, rather than the 
scaling down of outputs (Devas, 1999; Amis et al., 2001; Allen et al., 2004).  

Thus, the interest underpinning this field of research deals with a better understanding of 
the rationale and rules that characterise the informal systems and the issue of how to relate and 
articulate these informal practices to the formal system of distribution, producing synergies 
rather than negative effects (Allen et al., 2004); it deals also with the ‘relationships between city 
governance and urban poverty’ through ‘the political and institutional processes, informal as well 
formal, which influence or determine what happens to the poor in cities’ (Amis et al. 2001); and 
even, with the assessment of ‘how government, communities and donors may support non-state 
provision of pro-poor basic services’, given the recognition of the great complexity and variety of 
‘relations between governments and the many informal and formal, private or NGO providers of 
services’6.  

Nevertheless, before moving on, a definitional remark is in order. The word ‘informal’, in 
fact, is widely used in the literature but there is not a clear consensus about what it really means 
(Devas, 1999). On the one hand, as Devas (1999) highlights, the distinction between ‘formal’ 
and ‘informal’ is difficult to be sketched because, in practice, ‘there is an extensive range from 
the fully formal to the totally informal’. On the other hand, in terms of urban water supplies, 
‘informal’ is related to both the technical systems of provision (which may include the 
infrastructure and the sale of water) and the resulting relationships and processes between the 
actors involved even if, also in this case, the boundaries between these two sides of urban 

                                                 
6 These research activities correspond to a range of research projects currently under development or just terminated. 
These are, respectively: Service provision governance in the peri-urban interface of metropolitan areas, coordinated by 
the Development Planning Unit, University College of London (2003-2006); Urban Governance, Partnership and 
Poverty, coordinated by the International Development Department, School of Public Policies, University of Birmingham 
(1999-2001); Non-State Provision of Basic Services, coordinated by the International Development Department, School 
of Public Policies, University of Birmingham (2004-2005) (www.idd.bham.ac.uk/research/Projects/service-
providers/nonstate_service.htm). 
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water services are difficult to sketch. As table 1 shows, many definitions have been given about 
informal providers, practices, activities, arrangements, networks, focusing from time to time on 
the different phases, aspects and relationships in the water service delivery process.  

 
 

Table 1: some examples of ‘informalities’ in the urban (water) services:  
 
informal  
providers 

• ‘are defined here as illicit or semi-licit – not formally recognised or authorised by 
government … Most independent actors in the urban water and sanitation sectors 
are informal, in the sense of not being formal companies, not being authorised or 
recognised by government and not paying taxes’ (Batley and Moran; 2004:5)  

•  ‘… small independent providers … from household vendors of water, small network 
providers, and private entrepreneurs to cooperative. In some cases they are primary 
suppliers, and in others they supplement the formal provider’ (World Bank, 
2003:171) 

informal  
suppliers 

‘tanker and cart carriers intermediaries’ (Nickson and Franceys, 2003:105) 

informal  
system/practices 

‘water as a gift; clandestine connections; public provisions distorted by bribery; 
informal sector vendors; water sold from privately owned wells’ (WSS wheel in Allen, 
2004:6) 

informal  
activities 

‘are those which do not have full, official recognition or do not comply in some way or 
other with official procedures and rules … such as drug traffic and illegal electricity 
connections’ (Devas, 1999) 

informal  
arrangements 

• ‘arrangements that are not necessarily backed up by the formal system but operate 
on the basis of solidarity, reciprocity or need, such of those cases in which water is 
provided as a ‘gift’, by certain members of the community to others in need, but also 
exemplified in the case of water push cart vendors, who might access water through 
different means and then sell it to other members of their own community’ (Allen et 
al., 2004:6) 

• ‘informal institutional arrangements … understood here as rule-enforcing 
mechanisms, including customs, norms and values, religious benefits and social and 
solidarity networks’ (Amis et al., 2001:14) 

informal 
networks 

• ‘… such informal organizational networks [the author refers to the social resources 
of the urban poor: family, kinship, social networks and community-level 
organizations] have no social, legal or political status.’ (Beall, 2001:364) 

 
Nota bene: this scheme is not exhaustive; it is rather a draft of a work in progress which will develop further. 
 

Furthermore, it is useful to stress that in many cases the informal systems and 
arrangements of access to urban water services which belong to the community sector are also 
grouped under some terms belonging to the wide range of relationships present in civil society, 
such as ‘social networks’, ‘community organisations’ and ‘grassroots organizations’, ‘livelihood 
strategies’, ‘associational life’, to mention a few examples. This essay does not aim to go 
deeper in the review of the debate concerning the meaning and the appropriate definition of 
these and other related terms. Still, in looking at some of this literature (Mitlin, 1999; Amis et al., 
2001; Beall, 2001; Jaglin, 2001; Miraftab, 2004) we find that the informal dimension of these 
civil society relationships is frequently underlined and confirmed. Suffice it to say that, for 
instance, according to Amis et al. (2001:19) the grassroots organisations are composed by 
formal as well informal associations where, in the case of the latter, ‘informal networks rapidly 
spread information about what opportunities are available’ and ‘informal insurances … pay fines 
and the shared childcare’. In the same vein, the kinship networks – comprised in the broad 
spectrum of civil society associations – in the low-income settlements of Manila are considered 
as ‘the starting point for many informal networks’ aimed at gaining access to water services 
(Mitlin, 1999:147). Similarly, it is possible to verify how, in the references listed in table 1, the 
                                                 
7 Mitlin (1999) draws it on Erhard Berner, 1997, Defending a Place in the City: Localities and Struggle for Urban Land in 
Metropolitan Manila, Ateneo de Manila University Press, Manila. 
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terms listed above – mainly those of ‘social networks’ and ‘community organisations’ – are often 
called again in explaining the social and institutional context/background of the informal 
practices in urban services delivery.  

From the practical point of view of access to drinking water, the table reported in the table 2 
represents a useful overview of formal and informal water supply practices listed amongst the 
five cities studied in the on-going project Service provision governance in the peri-urban 
interface of metropolitan areas (coordinated by the Development Planning Unit, University 
College of London).  
 
Table 2: Overview of formal and informal water supply practices (in the five cities of the DPU 
project: Caracas, Cairo, Dar es Salaam, Madras, Mexico)  
 
Provider Formal practices Informal practices 

Public (state) 
sector 

• Piped network (Household connections 
and public standpipes) 

• Wells and bore-wells (not Mexico) 
• Provision by tankers 
• Water kiosks (Dar es Salaam) 
• Negotiation with communities through 

‘technical water boards’ (Caracas) 

• Public provision distorted by bribery 
practices 

Private 
sector 

• Buying from licensed tankers (not in 
Cairo) 

• Buying packaged water (cans, bottles, 
sachets) 

• Buying from tankers  
• Private vendors drawing from own site 

piped connections/own boreholes or wells 
sold directly by bucket or through push 
carts and bicycle vendors (Dar es Salaam) 

Community  • Own individual wells and bore-wells (not 
Mexico or Caracas) 

• Piped network (community organisation 
agreement with local authority 
(Mexico)or public water company 
(Caracas))  

• Piped network kiosks and taps run by 
the community with NGO support (Dar 
es Salaam) 

• Boreholes and kiosks run by the 
community (Dar es Salaam 

• Horizontal condominiums (Caracas) 

• Rainwater harvesting (not Caracas) 
• Water theft 
• Gifts or paid provision from neighbours  
• Clandestine connections 

 
Source: Allen et al., 2004:16 
 

Beyond the critical issue concerning the definition of ‘informal’, it is worth underlining that 
the inclusion of these informal relationships in the broad concept of urban governance is 
particularly relevant in the perspective of external agencies’ involvement in funding urban water 
supplies. The assumption that the informal practices and arrangements cover an important role 
in the access to urban water services obliges external agencies not to overlook or oppose them 
but, rather, to include these arrangements in the urban governance structure that shapes and 
regulates their policies and strategies in the field of urban services delivery.  

 
 
MULTILATERAL ORGANISATIONS and INFORMAL URBAN WATER SUPPLY 

Much academic literature shares the opinion that there is a lack of analysis and 
understanding with regards to the current informal practices in accessing urban water services 
and, also, with regards to their role in flanking and integrating the more formal systems. 
Furthermore, the informal networks and providers, and the resulting informal arrangements that 
they produce, ‘are often relatively underrepresented in donors’ policies’ (Wakefield, 2004:2). 
Nevertheless, it is possible to find out that, at the present time, the multilateral organisations 
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considered in this paper are aware of the presence and importance of these informal practices 
and they develop different governance approaches to deal with them. 

The analysis focuses on three main multilateral organisations, namely: the World Bank, the 
UN-HABITAT agency of the UN system and the European Union. The World Bank and the 
European Union are the dominant multilateral organisations in financial terms (Degnbol-
Martinussen and Engberg-Pedersen, 2003:105)8. Furthermore, the World Bank provides about 
the 50 per cent of total funding for urban projects (Osmont, 2003:15, footnote 1). On the other 
hand, UN-HABITAT – despite its smaller budget with regards to the other two multilateral 
organisations – is the lead agency within the UN system for coordinating activities in the field of 
human settlements, especially urban areas. 

It could seem odd to compare these three multilateral organisations, given that their original 
mandates in the field of development cooperation were substantially different. According to 
Degnbol-Martinussen and Engberg-Pedersen (2003), the UN system’s agenda was originally 
dominated by a normative approach aiming at the promotion of international security and, later, 
at the ‘promotion of values and formulation of policies and standards’ (p. 96). The World Bank, 
on the contrary, had a quite narrow mandate: ‘to ensure financing for reconstruction and (to a 
lesser degree) development, partly through insuring private investors against loss, and partly by 
lending capital to specific projects’ (p.118). Finally, the EU was principally interested in 
continuing and fostering the political (and economical) relationships with the ex-colonies – 
especially the ACP countries (African, Caribbean and Pacific countries) – and ‘to seek an 
extended role for itself in the international political system’ (p. 128).  

Nevertheless, despite their different original mandates, the World Bank and the United 
Nations agencies have progressively moved from their original tasks extending them: currently 
both these multilateral organisations are dealing at the same time with normative and 
operational activities (Degnbol-Martinussen and Engberg-Pedersen, 2003). From the other side, 
the European Commission has always operated at both the levels of policies and of their 
implementation9. Thus, at the present time, all these three donors show their concern in 
intervening at the level of economic and social policies. 

As regards to these multilateral organisations, the paper analyses their different approaches 
to urban governance through a specific focus on informal arrangements in accessing urban 
water supplies. This choice is due to two main reasons. First of all – and far more important – as 
it has been shown above, these informal and alternative arrangements are currently 
acknowledged as a major system in accessing to water supplies10 and, in turn, the international 
development cooperation is called to support and strengthen them, as a way to promote 
development. Secondly, given the huge amount of papers, reports and analysis produced by 
international organisations in the area of governance and water supply, it was necessary to 
narrow the investigation to a reduced number of these documents. Therefore, the argument is 
developed through the comparative analysis of a small but representative selection of 
documents edited by these three multilateral agencies, related to the issue of urban governance 
in the provision of water supply through informal systems and arrangements11.  

To analyse the different guiding principles amongst these international organisations, the 
theoretical framework applied in this paper rely on the idea of ‘evaluation models’. According to 
Baron (2005), the evaluation models are represented by the values carried in the different 
models developed in accessing to drinking water. The author identifies four main archetypes 

                                                 
8 According to Degnbol-Martinussen and Engberg-Pedersen (2003), ‘the World Bank has become by far the largest 
international development organization in regard to the volume of loans, staff, expertise and organization’ (p. 118), 
whilst ‘EU aid, combined with the bilateral and multilateral aid of the EU member states, makes “Europe” the dominant 
aid donor in the world’ (p. 125). 
9 This is reflected in the original division of European development cooperation in two main General Directorates: DG 
Development engaged with development policies and strategies and DG EuropeAid dealing with the implementation 
activities.  
10 UN-HABITAT (2003:177) calculates that about the 70-80 per cent of population in some poorly served African cities 
rely on informal and/or small-scale private providers. 
11 For the World Bank: World Development Report 1994: Infrastructure for Development (1994); Cities in Transition: 
World Bank Urban and Local Government Strategy (2000); World Development Report 2004: Making Services Work for 
Poor People (2003). For UN-HABITAT: Global Campaign for Good Urban Governance (2000); Water and sanitation in 
the world’s cities: local action for global goals (2003). For the European Union: Towards Sustainable Water Resources 
Management (1998); Towards Sustainable Urban Development: A Strategic Approach (2001). 
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related to the evaluation models and three main values. Table 3 illustrates the specific values 
corresponding to the different evaluation models.  

 
Table 3: Evaluation models 
 

Evaluation 
models Human right Community-based General interest Market-based 

Principles fundamental right 
 
 
 
 
 
justice, right 

collective right 
‘droit coutumiere’ 
 
 
 
 
tradition, equity 

social cohesion, 
long-term 
community interest 
(planning, resources 
conservation) 
 
equity 

optimal allocation 
through market rules 
 
 
 
 
efficiency (price) 

Resource 
qualification 

common patrimony: 
humanity 

common patrimony:  
community 
resources 

common patrimony: 
public 

economic good 
private good 

Propriety  no propriety collective propriety public propriety private propriety 
 
Source: Baron, 2005. 

 
The paper suggests that the selected multilateral organisations rest on different urban 

governance ideas to deal with informal systems of access to urban water services. At the same 
time, these different urban governance perspectives belong to as many different evaluation 
models. In particular, drawing on the above table, it is suggested that the World Bank approach 
relies on a ‘market-based evaluation model’, whilst UN-HABITAT and – to a certain extent – the 
European Union rely mainly on a ‘general interest evaluation model’ and, partly, also on the two 
first models12. According to the purpose of this paper – that is to explore the guiding principles 
of the above multilateral organisations – the following analysis does not consider all the 
elements of the table, but it concentrates predominantly on the first line, that is, the principles 
belonging to these evaluation models.  

It is however important to underline that the ‘principles’ underpinning these multilateral 
organisations’ approaches have often blurred-cut boundaries. For instance, the European Union 
has developed only in the last few years a urban strategy, which is still in a experimental phase. 
At the same time, the World Bank and UN-HABITAT – despite the different approaches 
described in this paper – are running together the City Alliance programme. Nonetheless, the 
following analysis reveals that to a certain extent it is possible to identify different guiding 
principles underpin these multilateral agencies. 

The World Bank perspective on informal urban water supply systems 

In the World Development Report 2004, the water supply is specifically addressed under a 
section entitled ‘urban water networks’ and some informal systems of provision seem to have a 
specific place in improving the access of urban poor to service delivery. In reality, even if the 
Report does not mention explicitly the term ‘informal’ in the delivery of drinking water, it makes 
reference to the ‘small independent providers’ alluding to their informal nature: ‘Their 
organization varies from household vendors of water, small network providers, and private 
entrepreneurs to cooperative. In some cases they are primary suppliers, and in others they 
supplement the formal provider’ (World Bank, 2003:171). The World Bank recognises their 
important role in the provision of urban drinking water and, also in their case, the enhancement 
of their role is considered as a useful possibility to support client power and the short-route of 
accountability. This target can be achieved:  

By recognizing independent providers and giving them a legal status, by ensuring that 
network providers are not given exclusively supply, by enabling greater partnership between 

                                                 
12 See the Baron’s article (2005) for a detailed description of these four archetypes. 
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formal public and private networks and small independents, by ensuring that the regulatory 
framework for network providers gives the flexibility to enable contracting with independent 
providers, by enabling small-scale providers associations and working with this umbrella bodies 
to introduce appropriate level of regulation and by enabling poor people to gain access to multiple 
independent providers …. (ibid.) 

Nevertheless, this supposed opening of the World Bank to the informal actors in the 
delivering of drinking water – in the form of the independent providers – presents some critical 
issues. The few lines in the WDR 2004 dedicated to independent providers give the possibility 
of outlining three main considerations.  

First of all, the small independent providers are not deemed a valid form of access to 
drinking water for urban poor per se. On the contrary, not only are they considered solely as a 
strategy to separate policymakers and providers but they are also regarded as a sort of second-
best policy ‘where [the] broader approach of making services work for all is not possible’ (page 
177). With regards to this Bank’s position, two further considerations can be outlined:  

• The small independent providers are not considered as the ‘best’ solution to deliver 
drinking water in certain urban areas, but just a ‘targeted approach’ that ‘cannot form 
the basis of institutional reform’ (page 177). This entails that, even if the small 
independent providers can bring a useful contribution in the access to drinking water, 
ultimately their informal practices and arrangements do not represent a valid alternative 
on which to build a reform. 

• The real challenge for the Bank is represented by ensuring the separation of the 
delivery functions from those of benchmarking and regulation, in order to improve the 
accountability in the provision of urban water services – but especially the short route 
accountability: if the role of service providers is clearly divided from the policymakers’ 
one, the former can be better accountable to the clients. Therefore, the broader 
approach suggested by the World Bank to achieve this target still identifies the 
privileged reforms in strategies concerning decentralisation, private participation in 
operations and charging for services. Thus, especially in the case of urban drinking 
water (that is a networked service, unlike health and education), ‘the role of government 
is to regulate and in some case to subsidise production and distribution’ (page 16), not 
to provide the service by itself; whereas the provision has to follow a market-based 
allocation. 

Therefore, despite a formal recognition and opening towards the citizens’/clients’ 
contribution in the water delivery process – in the form of the small independent providers – the 
real solution for the Bank continues to lie in the institutional reforms, conducive to a market-
oriented provision of urban drinking water. Nevertheless, this solution seems to ignore the real 
and different needs of urban poor and their requests with regards to urban service delivery. As 
Batley (2004) has underlined, radical reforms to change the organisation of water supplies have 
generally resulted, not from public demand but, from high-level political leadership and donor 
pressures and, where consumers have organised, it has been to defend or improve existing 
arrangements between them and their governments.  

Secondly, the rationale underpinning the recognition and the support for the involvement of 
small independent providers rests on the principles of competition aimed at better productivity 
and efficiency. The concern for an equitable access to urban drinking water is, once again, 
subordinated to and conditioned by the economic performance of service delivery and the 
resulting notion of ‘customer’ or ‘client’, rather than sought according to the principles and 
values of the public sector delivery and the notion of ‘citizen’ (see also Cavill and Sohail, 2004 
and box 4). This consideration is based on some relevant observations: 

• The Bank calls for the definition of a regulatory framework in order to give ‘the flexibility 
to enable contracting with independent providers’ and to ensure ‘that network providers 
are not given exclusive supply’ (page 171). Yet, it is clear how these recommendations 
are tailored to enhance competition between the different systems of service provision 
in the achievement of an improved efficiency and productivity. At the same time, no 
particular reference is mentioned about the possibility and the importance of sustaining 
them to provide an equitable access to urban services. 
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• Furthermore, the small independent providers should be ‘multiple’ in order to increase 
competition through client choice and, in turn, to increase performance, by keeping the 
market open and the prices low. With reference to this, it is argued that ‘the intensity of 
competition keeps the profit margins down and will continue to do as long as the market 
stays open to competition. … any policy tending to limit the number of providers does 
not benefit consumers, since it allows the artificially low number of operators to raise 
their prices’ (Collignon and Vezina, 2000:42).  

• Finally, no references are made in the WDR 2004 about the possibility, but also the 
value, of access to drinking water through social networks based on the principle of 
solidarity and on the concept of water as a ‘gift’. Thus, Wakefield (2004:38), in her 
review of donors approaches towards non-state service providers, states that, for the 
World Bank, the small independent providers are ‘small-scale entrepreneurs and CBOs 
that sustain themselves without government resources and survive only by offering 
services which the customers want and are willing to pay for’ (emphasis added). In 
addition, charging users for water services is widely recognised by the Bank as a 
powerful and essential tool to ensure the independence of providers in operations, 
strengthening client power and make the state accountable (pages 170-171, 177), apart 
from gathering resources to extend the service. Therefore, the Bank seems not to move 
from the tenet of charging for services, even if it has been assessed that the political 
risks in raising and collecting unpaid tariffs are clear, while the gains from a more 
extended and efficient water supply system remain uncertain (Batley, 2004). 

Finally, it is possible to recognise that the Bank – consistent with its general position – tries 
to firmly push towards the regularisation of the small independent providers. According to 
Wakefield (2004), the World Bank has not yet developed a strategy incorporating the 
independent providers. Nevertheless, it does not prevent the Bank to affirm that, to strengthen 
the role of these independent actors, it is necessary to fully recognise them and to give them a 
‘legal status’ (page 171). Drawing on the many definitions concerning the possible ‘informalities’ 
in urban water service access, reported in table 1, the recommendations of the Bank suggest an 
approach aimed at removing the independent providers from the status of informality. Even if it 
is not really possible to assert that the World Development Report 2004 explicitly advocates the 
‘formalisation of informal providers’ as the best possibility to regularise them (see also Collignon 
and Vezina, 2000:55; and Batley and Manor, 2004:53), the legalisation of these providers 
seems to closely follow this type of institutional organisation. Moreover, the preference of the 
Bank for the formal arrangements is clearly expressed in its new strategy for sustainable cities, 
exactly in the section about good governance and management: ‘Fostering regular, formal 
interaction between local government and residents (including through community-based and 
non-governmental organisations) – in approaches such as participatory planning and budgeting, 
and oversight of expenditure and service delivery – is a major focus of the Bank’s municipal 
development activities’ (World Bank, 2000:49-50). Thus, even if it is not completely correct to 
say that the Bank approach drives towards the formalisation of independent water providers, it 
is nevertheless possible to recognise a clear incentive for their ‘regularisation’ and ‘legalisation’. 
This point is particular important with regards to two issues.  

• The economic issue: the legalisation and regularisation of small independent providers 
aims at increasing the productivity and efficiency of urban water services. This is 
possible because these measures allow the local market to be dynamic and they create 
a real competitiveness between the different systems of provision (Jaglin, 2001). They 
can also  ‘encourage resellers to be more professional, make the resellers’ investments 
more secure and enable the utility to reduce the number of illegal connections and 
unaccounted for water’ (Batley and Moran, 2004:53, quoting WUP, 200313). Finally, 
these actions are consistent with a normative and fixed regulatory framework that can 
be easily ‘replicated’ and ‘scaled up’. Nevertheless, the legalisation and regulation of 
informal practices present various risks. Firstly, the risk of prohibiting some activities of 

                                                 
13 Water Utility Partnership for Capacity Building (WUP), Africa, 2003, Better water and sanitation for the urban poor, 
WUP, Ivory Coast.  
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independent providers may drive them to work at night or bribing petty officials 
(Collignon and Vezina, 2000) and further exclude some of them from water access; 
secondly, of fixing permanently the juxtaposition of official water services for some and 
palliative solutions for others, with the resulting enhanced urban fragmentation and 
segregation (Jaglin, 2001); and finally, there is the risk – as in the case of compensative 
social mechanisms – of exploitation and instrumental use of these practices to 
legitimise the implementation of donors’ development agenda and, especially, of the 
poverty reduction strategies belonging to structural adjustment (Beall, 2001; Osmont, 
2002). 

• The institutional and political issue: the legalisation of independent providers entails an 
institutional re-structuring in order to define their legal status and their ‘normative’ 
relationships with the more formal public and private networks. Thus, this represents not 
only an incentive to manage efficiently end effectively the service delivery but also, and 
maybe especially, a call to intervene on the political and distributional issues, which 
constitute one of the two fundamental standpoints of the tool of urban governance 
(Osmont, 1999, 2002; Devas, 1999; Beall, 2001; Balbo, 2002a, 2002b). Once again, the 
Bank seems to find another way to enter in the forbidden (for donor agencies) field of 
the internal political process of decision-making14. In fact, through the technical 
prescriptions listed in the World Development Report 2004 (notably: regulation, 
legalisation, partnerships, flexibility, multiple choices, competitiveness, prices …), the 
World Bank defines the types of relationships between the independent providers and 
the other public and private actors to which they all have to adapt. Furthermore, as it 
has been pointed out before, all these relationships have to be above all conducive to 
the economic efficiency and productivity. In this perspective, it is particularly interesting 
to refer to the critical analysis carried out by Osmont (1999) with regards to the role of 
the ‘legal city’ in the World Bank development strategies. Thus, drawing on the rationale 
of her conclusions, the ‘legal independent providers’ promoted by the Bank in the 
access to urban water seem to constitute another facet of the single and global neo-
liberal type of economic development, backed by the versatile enough concept of 
governance.  

To round off this section, it is worth mentioning that in the WDR 2004 no reference is made 
to the possible and positive contribution of community-managed networks in the case of urban 
water supply. Community involvement or participation is addressed with regard to two particular 
circumstances: ‘greater participation of communities in the process of private participation and 
in the regulatory framework (World Bank, 2004:170) and in the case of networked and non-
networked systems in rural areas (even if this possibility is still deemed as ‘unsatisfactory’ 
(ibid:177).   

The UN-HABITAT perspective on informal urban water supply systems 

Unlike the World Bank Report, the UN-HABITAT Water and sanitation in the world’s cities: 
local action for global goals (2003) points out and stresses the fundamental roles of both small-
scale providers and civil society organisations (CSOs) in providing water supplies to the urban 
poor.  

The role of small-scale providers is recognised to be important in three respects: the 
provision of water services to a large number of poor urban households; the usual absence of 
subsidies and, at the same time, the presence of good prices compared to the formal providers; 
the ‘cheaper, more effective way of improving and extending provision for water and sanitation 
than conventional public sector provision or reliance on large-scale private utilities’ (p.181). On 
the other side, the role of CSOs – or community-managed systems – is acknowledged by the 
direct and active involvement of local communities in the service delivery process:  

                                                 
14 The first chapter deep analyses the political dimension of the concept of governance and the resulting implications for 
external donor agencies.  
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In such models, users have a voice and a choice in aspects such as technology, level of 
service provider, financing arrangements and managing systems, in exchange for making 
contribution (in cash or in kind). Such models often seek to engage community members from the 
beginning of the service delivery process, in order to build community ownership and strengthen 
their capacity to manage services. (p. 184-185) (Emphasis added) 

Beyond the simple observation of a clear explicit recognition of the role of CBOs and 
community-managed systems in supplying water services, the UN-HABITAT document seems 
to witness a different approach to these suppliers in the wider context of urban governance. 
Drawing on the considerations developed in the analysis of the World Bank position as regards 
to the independent providers, it is possible to sketch the UN-HABITAT perspective going 
through the same points. 

First of all, unlike the World Bank, here the ‘support for public, small-scale private, NGO, 
community and household provision in each neighbourhood because of the incapacity of 
conventional formal agencies15’ is considered the best solution in low-income countries or in the 
poor urban areas of middle-income countries (UN-HABITAT, 2003:233, 235). This view rests on 
the understanding that, even in the presence of very low-income populations and weak local 
authorities, people develop numerous informal private enterprises and community initiatives to 
respond to water shortage. Thus, a differentiated and pragmatic support to the current and on-
going local solutions – which means an ‘enabling approach’ (Environment & Urbanization, 
2000:199) – is seen as the right approach to ensure adequate provisions. With regard to who 
should support these initiatives and how, the UN-HABITAT document makes two important 
points: 

• Local governments should support and coordinate the different activities promoted 
autonomously by local communities in their cities providing them, for instance, with bulk 
water supply (whilst the community would be responsible for the distribution and 
management of their local systems). Moreover, it is argued that this solution can 
present the advantage to avoid unnecessarily large external loans because of the 
possibility to rely on the much cheaper and more effective ways contrived by people to 
improve and extend water supplies (p. 237). 

• International agencies, from the other side, can consider new funding channels to 
support local initiatives directly (p. 158) moving away, at least in part, from the national 
governments based scheme of aid allocation.  

Secondly, this UN-HABITAT document seems not to rest exclusively on the same principles 
of competition and, in turn, productivity and efficiency, underpinning the World Bank approach 
to small independent providers. Here instead, the rationale is focused in ‘seeking to create trust 
and working partnerships between community organisations, local governments and the water 
company, in which each has defined roles and performance standards’ (UN-HABITAT, 
2003:237, quoting Cain et al, 2002). It can be argued that here an improved supply does not 
exclusively entail a ‘perfect’ competition amongst the different suppliers, but rather a 
cooperative approach amongst the latter. Even in this case, some few considerations help 
explaining the different governance approach: 

• Unless small scale providers are recognised to be important in many respects (see 
above) and acknowledged to charge prices reflecting real cost – because of highly 
competitive markets – (p. 183), no specific recommendations are made to enhance their 
role. Actually, this approach is consistent with the UN-HABITAT focus on the ‘quality’ of 
partnerships and relationships between all the urban actors involved in the process of 
service delivery. This one highlights an inverted perspective with regards to the World 
Bank: small independent providers should not be supported to increase competition 
amongst them but, rather – as a part of civil society – they should be supported to 
cooperate with the other urban actors. Put another way, they do not have to represent 
one of the many given market possibilities to access to water but they should constitute 

                                                 
15 The ‘conventional agency model’ is identified in: ‘conventional formal agencies (public, private or cooperative) 
providing good quality provision for sanitation and piped water to each building, within broader systems for the good 
management of water going into the system and waste-water coming out of the system’. (UN-HABITAT, 2003:233) 
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a part of the wider governance process in building up solutions to respond to citizens’ 
needs and priorities, starting from local initiatives. 

• It is stressed that the goal of good local governance in urban water supply is given by a 
‘regular, safe, affordable supply within easy reach of all households’ (p. 233). Yet, the 
concept of affordable supply does not refer to the lowest price available generated by a 
free and competitive market. It rather rests, from one side, on the price that poor 
households can really pay and, from the other, on the technical and direct contributions 
that poor people can bring to reduce the costs. Thus, the frequently quoted Orangi Pilot 
Project (OPP) is reported as a successful experience mainly because prices have been 
kept down so that low-income households could afford and would pay for the service 
(p.235). In particular, this has been possible because of the direct involvement of 
communities in the design and management of the sanitation system, the support – also 
financial – of the OPP local organisation and the technical contribution of the local 
authority (UN-HABITAT, 2003:236).  

Third, contrary to the World Bank recommendation, it is possible to argue that UN-HABITAT 
does not drive towards the formalisation and legalisation of these informal small-scale providers 
or community networks. This can clearly be seen in the UN-HABITAT approach to urban 
governance, as it is revealed in ‘The Global Campaign for Good Urban Governance’: 

Urban governance is the sum of the many ways individuals and institutions, public or private, 
plan and manage the common affairs of the city. It is a continuing process through which 
conflicting or diverse interests may be accommodate and cooperative action can be taken. It 
includes formal institutions as well as informal arrangements and the social capital of cities (UN-
Habitat, 2000). (Emphasis added) 

According to UN-HABITAT urban governance should offer a framework to improve access 
to urban services, not only, through the formal and legal actors/institutions, but also, through the 
informal arrangements belonging to communities, based on the recognition that ‘power exists 
inside and outside the formal authority and institutions of government’. This is the reason why 
the principles of inclusiveness, equity and social justice underpin the rationale of this 
governance approach, in the attempt to support cities in providing ‘everyone with equal access 
to basic appropriate standards of … safe drinking water, sanitation and other basic services.’ 
(UN-HABITAT, 2000) 

The European Union perspective on informal urban water supply systems 

Before trying to consider the European perspective on informal water supply systems, a 
digression on the European attention to urban issues in order. In reality, the European 
Commission16 has not defined a specific sector of aid assistance in urban areas, since the 
establishment of the first relationships of support to developing countries and until the current 
allocation of the EU development aid. The European Official Development Aid has principally 
been concentrated on rural development and food-security, transport and social infrastructure 
connected to health and education, environmental protection and, more recently, on measures 
to sustain the integration of developing countries into the world economy, to support the 
strengthening of the partner countries' institutional capacities and to combat inequalities and 
social exclusion17. Urban issues have often been overlooked or tackled in other sectors of 
cooperation, such as transport, water and sanitation, etc. (Manchotte: 2000). 

Only very recently, however, the European Commission is placing a new and unusual 
attention on cities and towns of developing countries. Two specific factors back this assertion. 
First, a new specific cooperation area in urban centres is explicitly envisaged in the forthcoming 
EU development policy, that is, Land use planning: including rural and urban development 
programmes and local development (European Commission, 2005). Second, in the last five 
years, the European Commission has been working at the writing up of a reference document 

                                                 
16 The European Commission role is to represent the European Union member states. 
17 For a review of the European development assistance in the urban sector see Moretto, 2005 and Manchotte, 1997, 
2001.  
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(guidelines) to deal with urban issues and, in particular, to define urban strategies and help in 
urban project management (Towards Sustainable Urban Development – A Strategic 
Approach)18. However, it is important to highlight that the new EU development policy is still in a 
working phase and that the European Commission has not already officially published these 
guidelines: they are still a theoretical document in a draft format that is not yet implemented in 
the EC development cooperation.  

Thus, unlike the case of the other two multilateral agencies, it is difficult to find a 
comprehensive and well-structured European strategy dealing with urban water and sanitation 
and, in turn, with informal water supplies. Nevertheless, despite this relatively new direct interest 
of the European Commission in urban issues, informal private vendors and community-based 
organisations are acknowledged as an important way to access to water supply in cities of 
developing countries. References to these informal arrangements are present in the Guidelines 
Towards sustainable water resources management (1998) and in the draft of the Guidelines 
Towards sustainable urban development (draft version, 2001). 

The Guidelines’ draft for urban development does not draw particular recommendations 
with regards to them, whilst the ones related to water resources management develop a ‘focus 
area’ related to basic water supply and sanitation services, in rural and urban areas. Yet, even if 
the European perspective on informal water supply systems in urban areas appears more 
fragmented, it emerges that the European perspective on urban governance and informal water 
supply systems seems to be closer to the UN-HABITAT one rather than the Bank one. Three 
main considerations support of this claim.  

First of all, in the section of the Guidelines for water resources management related to the 
creation of new partnerships, the EU claims that ‘The challenge is to build on their [informal 
private and community service sectors] existing skills, and incorporate their activities into 
programmatic and project frameworks in an appropriate, equitable, and well regulated [way], 
…it is necessary to ensure that the participation of the informal sector is not exploitative’ 
(European Commission, 1998:33). Similarly to the UN-HABITAT position, the community-based 
and informal private sector are considered the resource upon which it is worth supporting to 
improve access to water supply. Furthermore, the document points out that the local sphere is 
the best level to share the management and responsibilities for urban water services. This is 
because ‘many basic services programmes will depend for their successful outcome on an 
understanding of local people’s existing beliefs and behaviours surround water use and … the 
establishment and use of community mechanisms for the expression of views and decision-
making’ (ibid:64). Consistently with this perspective, some specific geographical programmes of 
the European Commission are specifically and directly dealing with local authority19 (Manchotte, 
2000). 

Secondly, the Guidelines for urban development reveal the European approach to urban 
governance with regards to the inclusion of informal arrangements in the governance process:  

‘Good governance is a broader notion of government, involving interactions between formal 
institutions and those of civil society ...’ (European Commission, 2001:34). 

‘Along with municipalities, councils and other state agencies, known as government 
institutions, there are also informal institutions. …It is desirable to build up an enabling 
environment through which all these institutional actors can contribute to the process of decision-
making in the city.’ (ibid. 41 and 40) (Emphasis added) 

Even if these lines are not exclusively related to the informal systems in accessing to water 
supply, it is clear how the European Commission sees the informal arrangements as a part of 
the governance process at the same level of formal institutions. Similarly to UN-HABITAT, the 
European Union promotes social inclusion as the first way to reduce poverty through 
development cooperation. This should be realised ‘by ensuring that they have access to a 
whole range of human rights, including, for example, access to justice and the right to 
participate in decisions affecting their lives’ (European Commission, draft:89). Moreover, in the 

                                                 
18 These Guidelines have been developed in consultation with the Expert Group on Urban Development from Member 
States and the Urban Development Reference Group of the European Commission. 
19 They are mainly the programmes Urb-Al, Asia-Urbs and Med-Urbs. 
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same document, it is stated that ‘equitable access to the basic goods and services required for 
healthy, dignified life is a human right’ (ibid:19).  

Finally, it is interesting to notice that the European guidelines for sustainable urban 
development have been presented at the Joint Regional Workshop between the European 
Commission and UN-HABITAT about “Urbanisation challenges in Africa”, held in Nairobi, in 
February 2005. This workshop has been seen by the European Commission as a starting point 
for further cooperation with this UN agenciy, based on shared interests regarding sustainable 
urban development and management. This view is quite clearly expressed in the Guidelines 
draft: ‘The principles governing European Union development cooperation … are coherent with 
objectives and programmes agreed at international level, including conclusions of the United 
Nations conferences and international development targets (particularly Habitat II) (p.15). 
 
 

CONCLUSIONS 

This paper has analysed only a very narrow facet of the different multilateral organisations’ 
perspectives on urban governance in developing countries: informal private providers and 
community networks are simply two of the many actors involved in the complex governance 
process to improve urban water supplies. Nevertheless, the above analysis allows us to draw 
few concluding remarks that are consistent with much critical literature arguing for different 
guiding principles characterising donors’ approaches to urban governance (Stoquart, 2000; 
Environment & Urbanization, 2000; Balbo, 2002a; Manchotte, 2000; and also Degnbol-
Martinussen and also Engberg-Pedersen, 2003 for a more general approach to international 
development cooperation).  

Relying on the theoretical framework applied in this paper and on the analysis of informal 
water supply systems, some relevant observations support the claim that the World Bank relies 
on a ‘market-based’ approach, whilst UN-HABITAT and – to a certain extent – the European 
Union rely mainly on a ‘general interest’ approach.  

• Private/independent providers vs community-based networks: From the documents 
analysed, it emerges that – in the specific case of urban water supply – the World Bank 
considers the positive role of independent providers insofar as they operate through 
competitive and market-based rules, whilst it neglects the possible positive contribution 
of informal community-based arrangements, mainly based on the principles of solidarity 
between poor people and of an equitable access to water. On the contrary, the 
European Union and, especially, UN-HABITAT base their urban strategy on the unique 
and central role that communities must hold in improving urban water supplies, rather 
than providing recommendations for the private providers’ regulation. This is mainly due 
to the recognition of their great (political) power, which lays outside the formal 
institutions and modes of regulation.   

• Market choices vs community ownership: The World Bank promotes an increasing 
involvement of ‘poor clients’ in the process of service delivery. Nevertheless, this 
enhanced participation is supported insofar as an ‘increasing poor people’s choice and 
participation in service delivery’ can strengthen their role ‘in revealing demand and 
monitor providers’ (World Bank, 2004:9) – and so, also independent providers – 
according to a business context and a market-based allocation (Cavill and Sohail, 2004; 
also box 1). This consideration is particularly relevant in the analysis of the Bank 
concept of governance. As it is underlined by Cavill and Sohail (2004:159), in fact, 
‘participatory accountability arrangements can foster better services by reducing the 
transaction costs of service users’, in a complete coherence with the tenets of corporate 
governance. From the other side, the other two donors support a participatory approach 
in which citizens can develop and manage their own systems in accessing to water 
resources. UN-HABITAT highlights that this can reduce the total and direct costs (rather 
then the transaction costs) through their technical and social knowledge on how 
accessing and managing water resources and through their contributions in kind. 
Furthermore, UN-HABITAT encourages community participation so that CBOs could 
develop the ownership of their initiatives and hold ‘a greater role in determining policies 
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and projects’ (UN-HABITAT, 2003:.230). The European Commission, in its place, 
identify in the ownership of development strategies by each developing country as the 
key to create greater equity and wealth redistribution, according to the local priorities. 

• Competition vs cooperation: Instead of promoting a strategy built up on competitive 
principles amongst the broad array of urban water providers, UN-HABITAT and the 
European Commission are trying to support alternative systems to promote a fair, just 
and equitable access to urban water services because ‘market (relations) alone cannot 
guarantee appropriate pattern of production and consumption’ (UN-HABITAT, DFID, 
DPU, 2001:54 European Commission, draft:35). The UN-HABITAT different urban 
governance strategy is based on working and cooperative partnerships at the local 
level, between the local governments, the private sector and the community 
organisations, where the local authorities should overtake their function of service 
providers to enable and mobilise local potentialities (Stoquart, 2000).  

• Economic performance vs social performance: It is widely recognised that the Bank has 
moved away from a restricted focus on macro economic and sectoral infrastructure 
issues, redirecting its policies towards a new range of connection between 
macroeconomic reforms and poverty alleviation strategies in urban areas, based on a 
holistic view of cities where ‘sustainability, livableness and good government seem to 
coexist on an equal basis with competitiveness, sound management and fiscal 
responsibilities’ (Zanetta, 2001:528). Nevertheless, the analysis has shown how the 
supported ‘legalisation’ of informal providers is conducive to an economic, institutional 
and political performance belonging to a neo-liberal type of development, that is, a 
development based on competitiveness and market rules. On the contrary, UN-
HABITAT and the European Union recognise the informal arrangements and institutions 
as an active and essential part, not only, in the operational aspect of extending water 
supplies to poor communities, but also and especially, in the construction of an inclusive 
decision-making process. The idea is, fist of all, to build a shared vision of the city – 
amongst the formal and informal actors alike – and then, to realise it through the 
contributions of all stakeholders (Balbo, 2002a). Here, the development performance is 
mainly understood in social terms, resting on the principles of inclusiveness, equity, 
social justice and sustainability. 
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