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Taking the Pulse of

Water and Sanitation
Governance

Five Signals from the WaterGov Observatory

Reading tomorrow’s reforms of countries (WaterGov Observatory, 2026).

Governments have created or strengthened
regulatory institutions, modernised legal
frameworks, corporatised utilities and
introduced increasingly sophisticated systems
for monitoring performance. Together, these
reforms have transformed the sector and, in

The debate on water and sanitation governance
is entering a new phase.

Over recent decades, strengthening regulation
has been one of the defining reform agendas in
the water and sanitation sector. The number of

specialised regulatory agencies has grown
steadily, with more than 200 agencies now
operating worldwide across approximately 40%

many countries, contributed to significant
improvements in service quality, transparency
and accountability.

Countries with specialised regulators
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Figure 1: Specialized regulators in water and sanitation sector (Source: WaterGov Observatory)
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Today, however, the operating context is
changing faster than the institutions designed
to govern it. Climate change is redefining water
availability. Infrastructure is ageing. Fiscal
constraints are tightening. Digital technologies
are reshaping how services can managed and
supervised. Citizens increasingly expect higher
environmental standards, greater transparency
and better value for money. At the same time,
governments are being asked to reconcile
universal access, affordability, resilience and
financial sustainability — objectives that
frequently pull policy in different directions.

These pressures are leading many
countries to revisit fundamental
questions. Not simply how should
regulation improve? But rather: What
kind of governance systems will be
needed to navigate the next decades?

The WaterGov Observatory offers a valuable
perspective on this question. It is the analytical
engine of WaterGoyv, a global process developed
by LIS-Water, the Inter-American Development
Bank (IDB) and the Association of Water and
Sanitation Regulatory Agencies of the Americas
(ADERASA) to help countries measure,
benchmark and strengthen governance and
regulatory systems in the water and sanitation
sector. Through a structured assessment
framework, it enables countries to assess the
maturity of their governance and regulatory
systems, benchmark themselves against
international practice, identify priorities for
reform and monitor progress over time. Unlike
many benchmarking initiatives, its purpose is
not simply to compare countries, but to
support governments and regulators in
designing and implementing more effective
governance reforms.

By benchmarking governance and regulatory
systems across a growing number of countries,
the WaterGov Observatory provides much more
than a picture of where countries stand today. It
allows patterns to emerge, common
weaknesses to be identified and, perhaps most
importantly, offers early signals of where
reforms appear to be heading. These signals
should not be interpreted as global realities.

In many cases, benchmarking reveals that most
countries are still some distance from these
approaches. Yet the reforms currently being
pursued by the most advanced jurisdictions
often point towards the direction that others
may eventually follow.

Taken together, these signals point towards the
emergence of a new generation of governance
in the water and sanitation sector.

Signal 1 — Sector performance starts with
institutional architecture

An important signal emerging from the
WaterGov Observatory is the growing
recognition that improving sector performance
depends not only on the strength of individual
institutions, but also on how well the
governance system as a whole functions. This
helps explain one of the WaterGov Observatory's
most revealing findings: almost nine out of
every ten countries benchmarked still consider
that their institutional architecture requires
significant reform before it is fully fit for purpose.

Is the current institutional framework
of the sector adequate?
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Figure 2: Institutional framework of the sector (Source: WaterGov Observatory)

Across many countries, responsibilities remain
fragmented across ministries, service
regulators, environmental, public health and
water resources management authorities. The
interfaces between these organisations are
often unclear, coordination mechanisms wealk,
and accountability arrangements insufficiently
defined. As a result, decisions that require
collective action are frequently slower, less
coherent and less effective than intended.

The WaterGov Observatory also highlights that
regulators are not always positioned within
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governance arrangements that allow them to
fulfil their role effectively. In some cases, they
are expected to improve sector performance
while having limited influence over the
decisions that ultimately shape that
performance.

These findings do not diminish the importance
of regulation. On the contrary, they reinforce its
value. However, they also suggest that effective
regulation alone cannot compensate for
weaknesses elsewhere in the governance
system of the sector.

These findings suggest that greater attention
should now be given to strengthening
governance as a whole, rather than focusing
primarily on individual institutions. Public
policy, regulation, service provision, financing,
environmental management and
accountability need to be considered as
interconnected elements of a broader and
holistic governance system.

The question is therefore no longer
simply whether countries have capable
regulators or well-performing utilities,
but whether the governance system
enables all sector institutions to work
together effectively to deliver better
outcomes.

Signal 2 — Corporate governance of
utilities matters more than ever

Another important signal emerging from the
WaterGov Observatory is the growing
recognition that improving utility performance
depends not only on sound regulation, but also
on strong utility corporate governance.

For many years, efforts to improve utility
performance focused primarily on infrastructure
investment, operational efficiency and financial
sustainability. While these remain essential,
there is increasing recognition that they are
unlikely to deliver lasting improvements without
strong corporate governance.

Across many countries, weak boards, political
interference, limited managerial autonomy,

unclear accountability arrangements and
insufficient strategic oversight continue to
constrain the performance of otherwise
capable utilities.

The WaterGov Observatory reinforces this
picture. Around 95% of benchmarked
countries do not yet have a comprehensive
public policy promoting good corporate
governance in water utilities.

Is there a public policy on corporate governance?
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Figure 3: Corporate governance policies (Source: WaterGov Observatory)

These findings suggest that greater attention
should be given to strengthening the
governance of service providers alongside
broader sector reforms. Good corporate
governance creates the conditions for better
strategic decision-making, stronger
accountability, greater organisational resilience
and more sustainable long-term performance.

Some regulators are already moving in this
direction. Kenya's WASREB has incorporated
corporate governance standards into its
regulatory framework, while in England and
Wales recent legislation gives Ofwat new
powers over board governance, executive
remuneration and board fitness. These
developments suggest that corporate
governance is becoming an increasingly
important dimension of water regulation.

Signal 3 — Effective regulation requires
more than broad mandates

Over recent decades, both the functions and
the scope of water regulation have expanded
considerably. Regulators are no longer expected
only to oversee tariffs, monitor service quality
and protect consumers. They are increasingly
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called upon to analyze investment plans and
contractual arrangements, promote more
efficient sector structures through service
providers with adequate scale, capacity and
governance structures, address affordability
concerns, strengthen climate resilience, and
contribute to the protection of water resources
and ecosystems.

At the same time, the scope of regulation is
extending beyond traditional urban water
supply and sewerage services. In several
countries, regulators are increasingly expected
to address periurban and rural service provision,
decentralised systems, water reuse, resource
recovery, and new service delivery models.

These developments reflect the growing
complexity of the sector. They also raise a
fundamental question: have regulatory
influence and decision-making powers evolved
at the same pace as regulatory mandates?

The WaterGov Observatory suggests that this is
not always the case. While regulatory
responsibilities have expanded significantly,
decision-making powers remain highly uneven
across countries. Many regulators play an
important role in approving tariffs and
investment plans, but far fewer have authority
over issues such as service provider
aggregation, management contracts or
licensing. In many cases, regulatory decisions
remain advisory or subject to approval by
governments or other public authorities.

What decision powers does the regulator have?

Approve the establishment of contracts for service management

Decide on the scale of service provision through aggregation of service -
providers

Approve the tariffs to be applied

Approve investmaent plans

Decide on the levels of service targets to be achieved by service provid-
ers

Issue, suspend or withdraw service provision licenses

Decide on conflict resclution [between providers and between providers a-
nd consumers)
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Figure 4: Regulatory decision-making powers across countries (Source: WaterGov Observatory)

This highlights an important distinction between
formal mandates and effective influence.

The challenge is therefore not simply to assign
regulators additional responsibilities, but to
ensure that they have the authority, resources and
capabilities required to influence the decisions
that ultimately shape sector performance.

This does not imply that all regulators should
automatically receive broader legal powers.
Institutional balance remains essential. Effective
regulation depends not only on appropriate

authority, but also on adequate financial and
human resources, technical expertise, reliable
data and strong institutional capacity. These
foundations must be accompanied by
transparency, accountability and appropriate
safeguards.

As water services become more diverse and
interconnected, governments may increasingly
require regulators that do more than monitor
compliance. They will need institutions capable
of combining technical expertise, analytical
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capacity and credible influence to support long-
term planning, guide investment decisions,
coordinate across institutions and ensure that
regulatory objectives are effectively translated
into action.

The regulator of the future may
therefore be defined less by the
breadth of its mandate than by its
ability — and institutional capacity —
to influence the decisions that shape
long-term service outcomes.

Signal 4 — Better incentives may matter
more than additional rules

Traditional regulation has largely been built
around a clear and necessary objective:
ensuring compliance. Standards are
established, performance is monitored, failures
are identified, and corrective measures or
sanctions follow. This model remains essential,
particularly where minimum service standards
are not yet consistently achieved.

However, many of today's most pressing sector
challenges cannot be addressed through
compliance alone. Climate resilience,
infrastructure renewal, digital transformation,
innovation and organisational change all
require utilities to make better decisions long
before problems emerge. They demand
continuous improvement rather than simply
meeting minimum requirements.

The WaterGov Observatory highlights an
important gap. While regulatory systems have
become increasingly sophisticated in
monitoring performance and enforcing
compliance, positive incentives remain among
their least developed dimensions. Financial
incentives, reputational rewards, innovation
mechanisms and structured recognition of
high-performing utilities are still relatively
uncomMmMmon across countries.

Financial incentives that reward strong utility
performance are still uncommon, with nearly
three-quarters of assessed countries reporting
that no such mechanisms are in place.
Reputational incentives — such as

Are there financial incentives to reward the good
performance of service providers?
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Figure 5: Financial incentives to reward good utility performance remain rare
across countries (Source: WaterGov Observatory)

Are there reputational incentives for good
performance by service providers?
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Figure 6: Reputational incentives are emerging but remain far from widespread
(Source: WaterGov Observatory)

benchmarking, public recognition and the
disclosure of high-performing utilities — are
more widespread but remain far from being a
standard feature of regulatory systems.

One of the most powerful incentives may not
come directly from regulation itself, but from its
ability to shape access to public funding and
development finance. By aligning regulatory
frameworks with investment programmes and
financing mechanisms, governments can
create coherent incentives that reward utilities
delivering better governance, stronger
performance and greater resilience.

This does not suggest that regulation has already
become incentive-based. Rather, it points to one
of the next frontiers of regulatory evolution.

Some pioneering jurisdictions are beginning to
explore new approaches. Innovation funds can
reduce the risks associated with testing new
technologies. Public benchmarking and
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recognition programmes create reputational
incentives. Performance-based regulation
allows utilities to retain part of the efficiency
gains they generate. Outcome-oriented
regulation provides greater flexibility while
maintaining accountability for results.

These mechanisms are not substitutes for
standards or enforcement. Poorly designed
incentives can create unintended consequences,
reward the wrong behaviours or widen the gap
between already strong and weaker utilities.
But when carefully designed, they complement
traditional regulation by encouraging utilities to
pursue continuous improvement rather than
simply avoiding non-compliance.

This reflects a broader shift in regulatory
thinking. Instead of asking only "How do we
prevent poor performance?", regulators may
increasingly ask "How do we create the
conditions that encourage better performmance?"

The future of regulation may therefore
depend not only on correcting failure or
rewarding excellence, but also on
helping governments design coherent
incentive frameworks in which
regulation, public policy and financing
reinforce one another.

Signal 5 — Sanctions matter, but they
need to change behaviour

Sanctions remain an essential component of
any credible regulatory system. Without the
ability to respond to serious or repeated non-
compliance, regulation risks becoming little
more than technical advice. Yet the WaterGov
Observatory suggests that the challenge is no
longer simply having sanctioning powers — it
is ensuring that those powers genuinely
influence behaviour and improve performance.

What types of sanctions can be applied by the regulator?

Written reprimand

Entry into a special supervision regime (tighter control)

Financial penalty to the service provider

Financial penalty to the service provider's manager

Suspension, removal or transfer of the service provider's license or per-
mission

Determination of the service provider's liquidation

Determination of the replacement of the service provider's manager

Temporary service provider management

Designation of temporary management for the service provider
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Figure 7: Regulatory decision-making powers across countries (Source: WaterGov Observatory)
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The WaterGov Observatory reveals that formal
enforcement powers are now well established in
many countries. Most regulators have legal
authority to issue warnings, impose financial
penalties and require corrective actions. The
challenge, therefore, is no longer primarily about
equipping regulators with sanctioning powers.

Are the sanctions envisaged dissuasive
for service providers?

46.7%
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Figure 8: Are current sanctions sufficiently dissuasive?
(Source: WaterGov Observatory)

Across the countries assessed, only a small
minority considered their current sanctioning
framework fully dissuasive. Most reported that
sanctions require significant improvement or
are not sufficiently effective to influence the
behaviour of service providers.

If regulators already have the power to sanction,
why do sanctions so often fail to change
behaviour?

The answer may be that today's sanctioning
systems were largely designed to deter non-
compliance rather than to improve
organisational performance or strengthen
governance. As the challenges facing the sector
evolve — from climate resilience and financial
sustainability to infrastructure renewal and
digital transformation — regulatory
enforcement must evolve as well.

In many cases, the problem is not the absence
of enforcement, but the way accountability is
structured. Financial penalties imposed on
utilities may reduce the resources available for
investment without addressing the governance
failures that caused poor performance. In
publicly owned utilities, the costs are often
borne by customers or taxpayers, while those

responsible for poor decisions face few direct
consequences. The utility is sanctioned, but
accountability does not necessarily reach the
decision-makers.

Yet innovation in regulatory enforcement
remains surprisingly limited. In many countries,
sanctions continue to rely predominantly on
financial penalties and administrative
procedures, even though these often fail to
influence the decisions that ultimately
determine utility performmance. The next
generation of regulation will require a broader
rethink of how enforcement is designed, how
accountability is created and how behavioural
change is achieved.

This will require a new generation of
enforcement mechanisms that complement
traditional sanctions with instruments capable
of addressing the root causes of poor
performance. These may include mandatory
improvement plans, enhanced supervisory
oversight, closer scrutiny of boards and senior
management, stronger governance
requirements, clearer accountability for financial
resilience and, in exceptional circumstances,
temporary regulatory intervention.

The objective is not to replace sanctions, but to
make them more effective by ensuring that
enforcement reaches those responsible for
decisions and creates incentives for lasting
organisational change. Like traditional
sanctions, these mechanisms require clear legal
mandates, proportionality, due process and
appropriate safeguards.

Sanctioning systems have changed little over
recent decades, while the challenges facing the
sector have changed profoundly. If regulation is
to remain effective, enforcement itself must
become an area of innovation.

The future of regulation may therefore
depend less on imposing stronger
sanctions than on designing smarter
enforcement systems that change
behaviour, strengthen governance and
ensure that accountability reaches those
with the power to improve performance.
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Conclusions: From observing systems to
anticipating change

For decades, the debate on water and sanitation
sector reform focused on building better
institutions. Governments created regulators,
corporatised utilities, modernised legal
frameworks and strengthened accountability.
These reforms transformed the sector and
remain fundamental.

The evidence emerging from the WaterGov
Observatory suggests, however, that the next
generation of reforms will be judged less by the
institutions countries create than by the
governance systems they build.

The five signals presented in this paper all point
in the same direction. Institutional architecture
matters because fragmented governance
weakens outcomes. Corporate governance has

become a strategic driver of utility performance.

Regulators need influence, not only mandates.
Incentives increasingly matter alongside rules.

And accountability systems must evolve beyond
traditional sanctions to create meaningful
behavioural change.

Taken together, these signals suggest a broader
evolution in thinking. Better governance is not
achieved by adding more rules, creating more
agencies or assigning more responsibilities. It
depends on aligning institutions, strengthening
leadership, designing smarter incentives,
creating meaningful accountability and
ensuring that better decisions are consistently
made across the system.

Five signals pointing towards the same future.

Institutional architecture

Corporate governance BETTER

GOVERNANCE
SYSTEMS

Regulatory influence
Incentives

Accountability

From building institutions to building governance systems
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Sanctions —
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NEXT GENERATION OF REFORMS
Build governance systems
Performance

Incentives

Influence

Accountability
Whole-of-system governance

The future of water and sanitation
services will ultimately depend not
on how well individual institutions
perform, but on how effectively the
governance system enables them
to perform together.

Rita Amaral
Executive Director, LIS-Water

Forward-looking reflections and expert contributions on emerging trends,
strategic challenges, and innovation opportunities in water governance,
regulation, and the management of water and sanitation services. They bring

together qualified, multidisciplinary perspectives to anticipate relevant issues,
inspire new approaches, and enrich the discussion on the future of the sector.
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