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Preface

In some cases, the question in the cartoon of Figure 0.1 is relatively easy to answer. The 
source of water could be a well or a spring. Water could be pumped from this source 
to an appropriately-located storage tank in or near the home and, all being well, water 
would flow under gravity from this storage 
tank to the tap(s) in the home. So, in this 
case, this is how water reaches the home and 
the costs incurred are: 1) Capital costs of 
constructing the system; 2) Recurrent cost of 
Operation and Maintenance (O&M) such as 
pumping costs, repair costs; and 3) the cost 
of routinely testing the quality of the well 
or spring water. This is about as simple as a 
piped water-supply system can be. However 
for most water users, delivery of water from 
�rain clouds to the home� on a secure, reliable 
and predictable basis is more challenging. 

In many regions of the world, sustainable and reliable delivery of water (or rather water 
services) to homes at the same time as protecting environmental flows, has become 
increasingly complex and problematic. Particularly if overall demand is outstripping 
supply, the delivery of water services is often less about engineering, although engineering 
is still required, and more about politics, governance, managing and protecting sources, 
resolving conflicts about water, ensuring rights to water are respected, and so on. It is also 
about understanding and monitoring what is going on between the rain clouds and the 
water users. This is where water accounting and auditing can play a crucial role.

The rationale behind this water accounting and auditing sourcebook is that scope exists 
worldwide to improve water-related sectoral and inter-sectoral decision-making at local, 
regional and national levels. Improvements can often be initiated by basing decisions on 
�best-available� information, evidence and analysis � rather than intuition, assumptions 
and guesswork. 

Of course, it would be naïve to believe that improvements in water governance or 
policy-development will follow automatically and seamlessly from water accounting 
and auditing. The collection, evaluation, analysis and interpretation of biophysical 
and societal information that is central to water accounting and auditing is subject to 
uncertainty and professional biases and, as behavioural scientists are quick to point out, 
irrationality. However, mutually-supportive water accounting and auditing has much to 
offer as a practical approach to: 1) Assembling and checking the veracity of information 
from multiple sources; 2) Analysing, modelling and interpreting this information; and 3) 
Assembling robust evidence to support decision-making, policy development and new 
courses of action.

FIGURE A
How do we get water?

 

� ��
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economy analysis. Particular attention is given to the questions: How are decisions 
made? Who has the power to make decisions at different institutional levels? How this 
power is conferred and mediated? 

Section 5: Information management and integrated analysis. This section highlights 
the fundamental importance of having an effective strategy for acquiring and managing 
information. Furthermore, it provides guidance on the use of multi-disciplinary 
analysis and modelling. It also highlights the benefits of using hydro-economic 
modelling; other integrated modelling approaches; and, scenario building and analysis 
as an integral part of evidence-informed causal analysis and strategy development.

Section 6: Outputs and outcomes. This section recognizes that the outputs from water 
accounting can often challenge deep-seated beliefs or received wisdom and that this 
needs to be taken into account when communicating outputs from a water accounting 
and auditing processes and when attempting to deliver positive outcomes.





11. An introduction to water accounting and auditing

1. An introduction to water 
accounting and auditing

1.1 THE CONTEXT
Increasingly water is a contested resource even in areas of the world that are relatively 
well endowed with water. The common perception is that water shortage (i.e. an 
absolute shortage of water supply in a specified domain) is the main reason for this 
state of affairs. However, the reality is that water scarcity,  (i.e. an excess of water 
demand over available water supply) is by far the more important global challenge 
(FAO, 2012). The key difference between water shortage and water scarcity is that 
water shortage is driven primarily by biophysical factors (e.g. rainfall, land use, 
geology) and the status of infrastructural supply systems (e.g. their capacity, condition 
and operating rules). While water scarcity is dependent both on water shortage and the 
multitude of factors that drive water demand (e.g. population increase and per capita 
demand for water, economic growth, the need to protect aquatic ecosystems and so on) 
and the large numbers of political and socio-cultural factors that determine user-access 
to water of an acceptable quality (e.g. water rights, social exclusion, poverty, unreliable 
power supplies, wars or localised conflicts). 

The media and many water sector professionals often refer to �a looming global water 
crisis�. Others argue that the more predictable challenges, or potential water crises, 
can be avoided or mitigated by adjusting the way in which water is managed and 
governed (e.g. Moriarty et al, 2004; FAO, 2012). Their rationale is that, with good 
water governance and adoption of appropriate coping strategies, there is no reason why 
there should not be sufficient water to meet basic human and environmental demands 
on an equitable, sustainable and efficient basis, even in areas facing rapidly increasing 
water scarcity.   However to achieve this goal, in many cases, it will be necessary for 
agriculture, which is the sector that consumes most water, to consume less especially 
in areas experiencing or facing increasing water scarcity. 

A key to meeting these challenges is to make better use of water-related information when 
matching and adapting coping strategies to different biophysical and societal contexts. 
This is why water accounting and auditing should be a central element of any programme 
that aims to improve water security under conditions of increasing water scarcity.

1.2 RATIONALE FOR WATER ACCOUNTING AND AUDITING 
The rationale for using water accounting and auditing is that it provides a solid 
framework for systematically acquiring, quality controlling and analysing water-
related information and evidence3. In most cases this information and evidence will be 
interdisciplinary and derived from a wide-range of independent sources. It can be used 
for a number of purposes that include: 

3 At first glance the terms information and evidence appear to be interchangeable. However, 
in the context of water accounting and auditing they have different meanings. While all 
evidence is also information, not all information is evidence. The crucial difference is that 
evidence is used to prove or disprove a hypothesis, an argument or a contention.
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While in the latter cases, it is possible that water accounting will be adopted and used 
by a government department, agency or authority that already has an inter-sectoral 
remit (e.g. a national or river basin planning department or a national water regulatory 
authority).

1.4 WATER AUDITING

1.4.1 What is water auditing?
In this sourcebook, water auditing is defined as a process that places the findings, 
outputs and recommendations of water accounting into a broader framework 
comprising governance, institutions, public and private expenditure, legislation, 
services delivery and the wider political economy of specified domains (see Box 1.7). 
As such, the focus of water auditing is on assessing and understanding the broader 
societal context of water management, water supply or water services delivery (see 
Box 1.8).

Similar to water accounting, water auditing can take many different forms ranging 
from a relatively rapid one-off activity designed to achieve a specific purpose through 
to a long-term Monitoring & Evaluation programme that aims to achieve, for example, 
equitable and efficient water services delivery for a wide-range of uses such as 
irrigation; domestic water, sanitation and hygiene (WASH); power generation; inland 
fisheries; environmental flows, navigation and so on. Information collected during 
water auditing is typically varied and addresses diverse range of societal issues. Outputs 
are equally varied in their form, formats, target audiences and uses. 

BOX 1.7
Definition of water auditing  

Water auditing goes one step further than water accounting by placing trends in 
water supply, demand, accessibility and use in the broader context of governance, 
institutions, public and private expenditure, legislation and the wider political 
economy of water of specified domains.

Source: FAO, 2012

BOX 1.8
Assessing the context   

Governance interventions are not introduced in a vacuum. They are built on some 
foundation of existing capacity � even if that capacity is low. By asking the question 
�What is there to build on?� interventions that are appropriate for specific situations 
can be more easily identified. Two analytical frameworks are helpful in this regard: one 
that focuses on assessing the strengths and weaknesses of states and one that provides 
insight into the opportunities for change that might exist in different biophysical and 
societal contexts.

Source: Grindle, 2007











14 Water accounting and auditing: A sourcebook

At the core of both political economy analysis and governance assessment is the 
analysis of power: how it is used and on whose behalf institutions function at different 
levels in a particular country; how the relations between rulers and organized groups 
in society or citizens operate; and how sectors are governed (European Union, 2008). 

While the aims of political economy analysis and a governance assessment are similar, 
there are fundamental differences between the approaches taken (Harris et al., 2011). As 
its starting point political economy analysis takes the societal context as it exists within 
a specified domain, and then focuses on identifying underlying causes and workable 
solutions to problems as and when they are identified. In contrast, most governance 
assessments aim to measure the performance or level of governance in a specified 
domain against certain pre-established criteria and/or indicators of good governance. 
In other words, governance assessment often takes the form of a gap analysis that starts 
with a vision of what governance should look like13 and compares actual performance 

13 In many cases �good governance� is perceived as an idealised version of the governance 
systems of developed Western countries (Harris et al., 2011).

TABLE 1.2 
Comparison of key attributes of governance assessment, political economy analysis  
and a combination of governance assessment and political economy analysis

Attributes Governance/assessment Political/economy/analysis
Combined/governance/
assessment/and/
political/economy/analysis

Adaptable and flexible All three approaches can be adapted to meet specific needs or a specific context

Guidelines and case studies 
available on the web

No major differences

Problem-focused More likely to be 
prescriptive

Designed to identify and 
analyse problems and/or 

opportunities

Can be both prescriptive and 
problem-focused

Interdisciplinary/holistic Focus mainly on 
governance principles and 

indicators

More wide-ranging.  Can also include expenditure review, 
accountability assessment, reviews of legislative frameworks, 

approaches to managing demand

Multilevel analysis More likely to be used at 
one level (i.e. the macro or 

national level)

Designed to study governance and the political economy of a 
specified domain at different levels

Stakeholder sensitivities Less threatening especially 
if indicators are modified 

following stakeholder 
dialogue

Maybe perceived as more 
intrusive and threatening

Can start with a governance 
assessment and progress 

towards political economy 
analysis

Specialist inputs Relatively less required Relatively more required

Presentation on maps along  
with biophysical info

Relatively easier especially 
if geo-referenced ordinal 

scoring is used

Relatively more difficult Relatively easier especially 
if geo-referenced ordinal 

scoring is used

Strategic governance 
objective 

Emphasis is on achievement 
of �good governance�

Emphasis is on achievement of �good enough governance�

Operational value to strategy 
development, planning and 
M&E

Most useful for 
comparative analysis or 

monitoring of governance

Most useful for evaluating 
the causes of problems and 

identifying solutions to these 
problems

Can be useful for 
monitoring, identifying 

the cause of problems and 
evaluating opportunities

Usefulness as a �partner� to 
water accounting

Most useful as a partner to 
rapid water accounting

Most useful as a partner 
to comprehensive water 

accounting

If sufficient resources are 
available, the best partner

Time and expenditure Stakeholder/sensitivities Stakeholder/sensitivities Stakeholder/sensitivities

Specialist/inputs Relatively less required Relatively more required Likely to be the most 
expensive and time 
consuming option
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FIGURE 1.4
Cyclical water accounting and auditing     
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TABLE 1.3 
Potential benefits of using cyclical learning-processes as a central part of water accounting and auditing

Attributes After one cycle After several cycles (i.e. after 2 
or 3 cycles)

After multiple cycles (i.e. 
after 4 or more cycles)

Typical behaviour and 
attitudes of members of a 
stakeholder platform

Stakeholders continue 
to work and act within 
their own networks. 
Limited trust in the water 
accounting and auditing 
process

Stakeholders start seeking 
advice/opinions from outside 
established networks. 
Willingness to discuss politically-
sensitive sectoral problems and 
issues

Significant changes in 
network boundaries and 
connections. Willingness to 
discuss and act on politically-
sensitive multi-sectoral 
problems and issues.

Specialists (working in an 
interdisciplinary team)

Specialists gain a better 
understanding of 
the terminology and 
methodologies used by 
other disciplines

Much improved sharing of ideas 
and joint planning of activities 
that maximise inter-disciplinary 
synergies

Specialists are comfortable 
debating findings across 
a wide range of different 
disciplines

Water accounting and 
auditing recommendations

Low level of confidence in 
findings. Focus on getting 
the basics rights and a few 
low-risk recommendations

Increased level of confidence in 
findings. Focus existing policies 
and practices that evidence 
shows are working well

Relatively high-level of 
confidence. Focus on 
identifying and assessing 
new opportunities.

Stakeholder use and/or 
perception of uncertainty

Uncertainty used to justify 
nonaction

Indications of uncertainty being 
accepted and perceived as an 
opportunity

Uncertainty mainstreamed 
in negotiation or reframing 
processes into proposed 
changes to policies or 
practices

Impact on prevailing 
discourses

Discourses continue to 
be centred on existing 
paradigms. Alternatives 
summarily dismissed

Sanctioned discourses 
challenged by some individuals 
and groups. New ideas starting 
to gain traction

Significant changes occur to 
sanctioned discourses that 
are backed by powerful 
individual or groups

Impact on institutions No changes to established 
institutions and only 
limited interest in reforms

Consideration given to 
institutional reform or 
restructuring

Established institutions 
changed progressively and 
news one created

Impact on governance No changes to current 
system of exercising or 
mediating power at 
different levels

Consideration given to reforms 
but within a �good-enough 
governance� context

Reforms taking place 
incrementally with 
adaptations as necessary
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