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FOREWORD

In Africa, like in the rest of the world, the movement for reform of the water and sanitation sector has gained
momentum. In fact, a majority of African countries are either planning or are already engaged in major restructuring
of the institutional framework for water and sanitation services, with the objective to entrust services to autonomous,
commercially operated entities, suitable for partnership with private operators.

The Water Utility Partnership (WUP), which aims to strengthen the capacities of African water suppliers in meeting
the challenges of delivering water more efficiently, and sensitizing African govemments on the need for reforms, is
playing its part to ensure the achievement of the African Vision for Water (2025). In July 1996, WUP in collaboration
with the World Bank Institute organized the First Regional Conference on institutional reforms in the WSS sector in
Johannesburg, South Africa.

A lot has happened since then. The Second Regional Conference on "The Reform of the Water Supply and
Sanitation Sector in Africa" was organized as a follow-up, to enable the continent take stock of and share
experiences on the reform process. Held in Kampala from 26 to 28 February, 2001, the Conference brought together
approximately 320 people, including sector professionals and stakeholders engaged in reform efforts, resource
persons, representatives from financing institutions, private operators, civil sociely and non-governmental
organizations (NGOs). Thirty-eight (38) African countries, six of them represented by the Ministers in charge of water
and sanitation, participated. Twenty-eight papers were presented and twelve country experiences shared during the
plenary and work group sessions.

The key issues emanating from the Conference are captured in the "Kampala Statement” on the reform of the urban
water and sanitation sector in Africa. The record of the proceedings and conclusions of the conference are structured
as follows:

= Volume 1: Summary of Conference meant for broad circulation and available electronically as well as in print,
in English and French. This report expands on the Statement and includes a summary of the reports from the
various sessions, working groups and clinics. It also includes the firal list of participants.

*  Volume 2: Presentations includes the complete text of all the presentations. It will be posted on the WUP
website and mirrored on partner websites: Union of African Water Suppliers (UAWS), Streams of Knowledge
(SoK), Water and Sanitation Program {WSP) and World Bank Institute (WBI). Copies in electronic or print
formats are available upon request.

= A Flyer presenting the Kampala Statement with summaries of emerging successful practices is intended for
broad dissemination beyond the participants and WUP core constituency.

WUP sees these dissemination measures as a first step in responding to the demand from the Conference for an
expanded and sustained effort by WUP and its partners to champion awareness on the need for sector reform, as
well as pursue the drive to draw lessons from the regional experience and engage sector actors in sharing on critical
issues.

| encourage each participant to disseminate the outcomes of the Kampala Conference. | look forward to continued
collaboration with the WUP constituency and with our partners to build regional knowledge and capacity on the "how"
of successful reform of the water and sanitation sector thereby contributing to our shared vision of an Africa where
everyone has access to safe water and hygienic sanitation.

Dennis Mwanza
Managing Director,
Water Utility Partnership

Foreword
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MEETING AFRICA’S WATER AND SANITATION NEEDS:

ISSUES AND CHALLENGES _
By Dennis Mwanza, Director Water Ulility Partnership

Abstract

The paper reflects on the state of the WSS sector and the challenges these pose to African governments. The
reform processes taking place, and the increasing role that the private sector is expected to play, raise a number
of management challenges. Key among the issues highlighted are: i) water resource management and economic
efficiency, i) management of the reform process, and iii) reducing the risks to reform through learning from the
experiences of others.

Introduction

The Shared Vision
A clean and healthy world: A world in which every person has safe and adequate water and sanitation and lives

in a hygienic environment.  VISION 21 1

From North to South, East to West of the continent, the issue of delivering water and sanitation services to our
peoples, particularly the poor and vulnerable, has seen a lot of lalk and action, and yet our efforts have not
enabled us to reach the dream of providing water for all. A large percentage of Africa's peoples continue to live
without adequate water and sanitation facilities. One billion people lack safe drinking water and almost three
billions lack adequate sanitation. That the target of water for all can only be a dream come true in the year 2025
shows how far we have to go.

The water and sanitation problem can only get worse if we do not take concrete and radical steps in order to
achieve the goals of VISION 21. It is reckoned that the pace of investments in WSS will at least need to double to
meet the shared vision. The vision calls for an expenditure of US$9 billion per year over the period 2000-2025
for incremental capital cost of basic services in developing countries. But as noted by the Water Supply and
Sanitation Collaborative Council it can be done, provided there is a collective wilt on the part of leaders, decision-
makers and civil society to see this happen.

Thankfully most African governments have seen the need to embark on appropriate reforms to address the
problems of water and sanitation services. These refooms are taking place in the context of several other
structural changes in the economies of African countries, and in an environment which has become increasingly
more friendly to the private sector. The Water Utility Partnership (WUP), which aims at strengthening the
capacities of African water producers in meeting the challenges of delivering water more efficiently, and in
sensitizing African governments on the need for reforms, is playing its part in ensuring the achievement of the
vision.

But ary discussion of water supply can only be meaningful if we recognize the importance of the efficient and
sustainable management of the resource itself as underpinning the success of any reforms. It is only when the
resource is available and is being efficiently managed that we can apply it to achieve the objectives enshrined in
any vision.

Status of Water Supply and Sanitation in Africa

It is reported that as at the year 2000, the percentage of people served with some form of improved water supply
world-wide, was 82% (4.9 billion). By the same year the proportion of the world's population with access to
excreta disposal facilities was 60% (3.6 billion) with rural coverage lagging behind urban coverage. This indeed

1

VISION 21 is produced by the Water Supply and Collaborative Council, following consultations with people in communities, NGOs,
professional organizations and governments around the world.

RCWS5/2-01/05/1B, Issues and challenges for Africa’s water and sanitation sector reforms
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is an improvement over 1990 figures of 79% and 55% for improved water and excreta disposal respectively. The
majority of the global population without access to improved water supply or sanitation services are in Africa and
Asia.

Africa has the lowest water supply coverage of any region in the world. More than 1 in 3 Africans do not have
access to an improved water supply. The situation is not even better in the large cities, where 1 in 6 do not have

access to improved supplies.2 In Africa, as at the year 2000, water supply coverage was 62% while sanitation
coverage was 60% for the same year. Compared with the percentage coverage figures of 56% in 1990 for water,
the year 2000 figure shows an improvement in service provision while sanitation coverage shows a decrease of
1% compared to a figure of 61% recorded in 1990. The reality is that a significant proportion of Africa's
population still lacks access to such essential services and our best efforts to date have only kept pace with the
population growth and the rural-urban drift.

Water utilities in Africa have seen a lot of changes, yet there continues to be constant pressure on the quality and
reliability of service, as funds are insufficient to ensure proper operation, maintenance and repair of the systems.
The sad reality is that the number of persons unserved has increased and according to present trends, the
absolute number will double between now and the year 2020 from 200 million to 400 million. The majority of
these peoples will be those living in informal and peri-urban communities.

Finding money and attention for sanitation has been even more of a challenge as it is more difficult to provide
justification through demand and willingness to pay, and private sector funding is correspondingly slower. It is
clear therefore that initial investments will have to come from public funds, the communities and development
partners if any impact is to be made.

Unfortunately even where funds have been available to undertake water and sanitation projects, the
management of such funds to achieve the expected outputs has been inadequate in most African countries;
Africa’s development partners have therefore been increasingly reluctant to pump in more money in the absence
of structural reforms. Current reforms are therefore not only driven by the desire of African governments to adopt
new ways of doing things; they are also in recognition of the objective reality that our development partners
would like to see them happen.

Water resources management and economic efficiency
The increasing awareness of water scarcity and conservation issues has provided a broad consensus on the key
principles for a sustainable and equitable management and development of water resources. Water is no longer
to be perceived as a purely public good; it is a scarce commodity which has dimensions of economic efficiency,
social equity and environmental sustainability. These are more clearly expounded in the Dublin Principle # 4,
which notes that:

"Water has an economic value in all its competing uses and should be recognized as an

economic good. Within this principle, it is vital to recognize first the basic right of all human

beings to have access to clean water and sanitation at an affordable price. Past failure to

recognize the economic value of water led to wasteful and damaging uses of the resource.

Managing water as an economic good is an important way of achieving efficient and equitable

use, and of encouraging conservation and protection of water resource”.

The underlying belief for this principle is that economic pricing would not only lead to the sound development of
the sector but would also facilitate equity objectives; i.e. basic WSS services for all. This proposition is supported
by the fact that: (i) inadequate tariffs are partly responsible for the low efficiency of WSS utilities, creating in turn
lagging coverage, low revenues, low investments efc. and, (ii) that "it is expensive to be poor”, i.e. all surveys of
urban WSS services markets show that those who have no access to utility services actually pay more than the
economic value of whatever services they get. The underpinning vision is therefore one of efficient, autonomous

2
Source: Global Water Supply and Sanitation Global Assessment Report 2000 Report, produced by WHO/UNICEF Joint
Monitoring Programme for Water and Sanitation.

RCWSS/2-01/08/1B, Issues and challenges for Africa’s water and sanitation secfor reforms
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and financially viable utilities expanding coverage and recognizing the poor as valuable customers working in
partnerships with public-funded programs to ensure access to basic services for all.

Integrated water resources management is now, fortunately, receiving attention in most African countries. One
of the essential objectives identified include the extension and improvement of access to clean water and giving
more attention to the poor. Given the big gap between needs and capacities, the requirement for better use of
existing capacities becomes even more urgent. Issues of demand management (agricultural, industrial and
household uses), and the appropriate pricing of water to reflect economic efficiency and scarcity (within the
objectives of social equity), among others, must therefore receive our attention in the management of the reform
processes.

Reform of the W&S Sector

What is reform?

To some in the sector, reform seems to be another word for privatization. This indeed is not the case, even
though privatization and other variations of it - PSP/PPP - is almost always a key component of the reform
processes taking place. The evidence is that the reforms progressing in several African countries involve more
than the introduction of the private sector in water delivery. These reform efforts have involved institutional,
legal, structural and regulatory initiatives that seek to find new ways of working to achieve our goals. For
example, countries are realigning the nexus between rural and urban water supply to respond to different
management options (e.g. Ghana, Kenya, Uganda etc.), adopting legislative and adrinistrative measures to
address the interests of the poor (e.g. South Africa), establishing new regulatory institutions (e.g. Ghana,
Zambia) or strengthening existing ones to manage water resources and ensure consumer protection, among
others.

It is however the introduction of the private sector into the management of the production and distribution of
water supply that has attracted the greatest attention. This is because it is a sensitive and more visible national
issue, multi-discipfinary in context and is perceived as offering the panacea for addressing the problems inherent
in the sector. Not surprisingly, it is in this area that there have been difficulties and in which the process of
change seems to take much longer to achieve its objectives.

Objectives of reform
Generally, the reforms of the water sector in most African countries have been informed by the following goals:

0 Increasing accessibility to water and sanitation services to those now unserved;
o Ensuring better quality service to those already being served;

Providing the poor greater access to water supply; and

Improving reliability and security of supplies.

(R ]

These goals will be realized if adequate financial resources are made available for investment, if there exists an
efficient and competent management of these resources, and if the will exists to charge the appropriate price for
water delivery. The key questions that arise are: /) how can we get planners and policy makers to think beyond
govemment budgets and visualize the whole range of resources that could be mobilized for a sustained
development of the WSS sector? and ii} for how long can we remain impervious to change if the old ways of
supplying the water needs of the people have been inadequate in meeting our objectives?

It is increasingly recognized that the shift in funding pattern will depend on institutional reform and capacity
building with governance and tariffs at the heart of the issue. Enter the private sector! Partnership with the
private sector can usher in a more efficient way of managing the resources available to the sector through
access to expertise, and through the establishment of clear incentives for improved performance. Current
evidence does not indicate a massive investment from the private sector into W&S projects in Africa (compared

to Latin America and Asia);3 increased private sector participation, as part of an integrated reform programme

3
In the desire to reduce the impact of privatization on tariffs through purely private funding, some countries have chosen the option of
leasing existing water systems to the private operator for periods ranging from 8-10 years. This requires substantial public spending on

RCWSS/2-01/08/1B, Issuies and challenges for Africa's water and sanitationsector reforms
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nevertheless establishes a framework not only for efficient service provision, but also for increased support from
bilateral and muitilateral development partners.

Yet reform is a process and not an event. The establishment of institutions and the signing of contracts only
provide a vehicle for the achievement of the objectives that we define. The constant monitoring and appraisal of
what we set out to achieve and how they are or are not being achieved are very much a part of the process of
change. So are the various players - national and local governments, legislators, regulators, utilities, small
independent providers and civil society — who have to influence the changes, believe in them, and perform their
respective roles in carrying them out.

Managing the introduction of the private sector

Twenty-seven African countries are at various stages in the reform of their WSS sector. A number of
Francophone countries have already gone through years of private sector participation. Cote d'lvoire, Senegal,
Guinea, Gabon have already established partial or complete management of the water supply by the private
sector, whilst others are at different stages of the process. Several Anglophone countries are now at various
stages in their privatization programmes. This implies that the message and the rationale for reforms have
already been received and are appreciated. The challenge in most countries is how to i) sustain the reforms and
ensure that objectives are being achieved, as in Guinea, Senegal and Mozambique, and ii) carry out the
institutional reforms and build the capacity and incentive systems necessary for the achievement of the set goals.
Whilst recognising the existence of country-specific conditions and realities, it is important that African countries
share the experiences — successes and failures — of their forerunners as they embark on these reform
processes.

The restructuring of the water sector to bring in the private sector will typically involve the following steps:

i, Clear definition of both the objectives of, and constraints to, sector reform
ii.  Choice of an appropriate option for the participation of the private sector, and the
development of a business framework for pursuing this;
i.  Definition of the legislative, regulatory and institutional framework and identification of
roles for key players;
iv.  Undertaking appropriate studies, and preparation of the necessary documentation to
support the bidding process
v.  Labour rationalization
vi.  Public awareness and feedback programme
vii.  Identification of the level and sources of the investment requirements to meet set
objectives

Whilst most of these steps may be handled routinely and would generally not pose much problem, there are a
few which provide opportunities for reaching more creative outcomes. Some of these issues in defining,
designing, and implementing reform are discussed below.

Issues in African Water Sector Reform

The political context

We must recognize that the political context in which the private sector is introduced into water service delivery
can be very problematic. The reforms must be seen to be feasible and desirable, requiring the sensitization and
involvement of all stakeholders in shaping its key components. Concems regarding perceived exploitation by the
private sector and foreignisation as foreign companies take over previously public-owned utilities are issues that
must be addressed. But above all else is the question of establishing and sustaining the political commitment for
carrying out the reforms.

replacing and creating new assets. Private capital spending will typically be in the form of working capital, whilst identified capital
expenditures will be financed from cash flow. Examples include Senegal, Guinea, Ghana (proposed).

RCWS5/2-01/05/1B, Issues and challenges for Africa’s water and sanitation secfor reforms
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Addressing the needs of the poor

Water is the single most important priority for the poor in low-income countries, and this fact should inform the
reforms being undertaken. While a well-performing utility can deliver water services efficiently to its customers, it
may not meet the greater challenge of supplying the needs of the poor, and those in informal and peri-urban
settiements. Indeed “improved service” may only enhance the present standards of those who are already
connected, rather than increase the coverage to include the unserved. The end results that the reforms pursue
should therefore include innovative and participatory means of providing service to the poor and freeing
resources to support other social services to the poor.

Traditional approaches of engagement with the private sector have had implicit assumptions that govemments
know best, that the poor are not in a position to pay for water services, that the large utilities know how to deal
with the interests of the poor (even if they were willing to), and that water supply is a monopoly that cannot allow
some form of competition. These may not be so. Indeed some common features of these contracts do not
necessarily reflect or support the interests of the poor. These include (a) exclusivity provisions that restrict
competition in water delivery services and marginalizes the role of small independent producers; (b) service
obligations and uniform standards that are not necessarily of concem to the poor; and (c) reliance on the use of
subsidies and tariff arrangements that do not in fact reach or benefit the poor. The real challenge therefore is
how to tailor our reforms to achieve exactly what is intended in the definition of strategies for the poor.

Ensuring that the concerns of labour are well-factored into the process

An informed and supportive labour front is an asset to the process of change. Opposition to the introduction of
the private sector may either be the result of ignorance or in most cases a feeling of being left out in the decision-
making process. It could also be the result of self-interest. Very often policymakers have embarked on reforms
and strategies, considered to be in the overall national interest, without adequately involving their social partners.
This situation now seems to have changed, at least for the reforms in the water sector; the leadership of labour is
increasingly identifying with the process and playing a constructive role. Yet this constructive role is only
possible when the concerns of labour are adequately addressed in introducing a greater role for the private
sector.

With most African water utilities overstaffed, the advent of the private sector imposes the need to downsize at
considerable financial and social cost to govemment. Labour redundancies, redeployment, retraining and
compensation for severance are all matters that can only be adequately handled if unions are well-informed and
identify with the process of change. Nonetheless the management of labour rationalization could be one of the
most difficult aspects of the reform. Some African countries have handled this with considerable success and
with support from development partners. While there may be peculiar national differerices, no doubt there are
areas of common ground in dealing with the concerns of labour which could be shared with other countries.

The challenge of cost recovery

The need to ensure the survival of African water utilities clearly requires that there is sufficient generation of
intemal cash flow to meet expected expenditures. But the issue of cost recovery should not be confused with the
ability of the poor to meet the real cost of water services. In most African countries tariffs have been kept at
artificially low levels, while the utilities cry out for Government handouts. Whilst the poor have often been used
as an excuse for keeping tariffs low, the evidence shows that they in fact pay much more per cubic meter for
water than the well-to-do, better-served utility consumer.

Government indebtedness is a major concern for most African utilities. As the utilities totter, government
institutions refuse or are unable to pay their bills. A typical reaction from the treasury has been that the utility's
indebtedness is always covered by the state anyway, and therefore there should be no complaints. This of
course creates two problems: i) the utility gets an alibi for poor management and, ii) there is no incentive for
government institutions to use water prudently. The real challenge for reformers is how to adopt the appropnate
tariff structures and strategies that will ensure the long-term sustainability of the utilities.
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The challenges of sanitation and hygiene

Selling water is relatively easy, even to the poor; selling sanitation is much harder, despite the clear public health
benefits. For this reason, most discussion of sector reform and increased private participation focuses on the
“water” part of the “water and sanitation” sector. While the Water and Sanitation Decade successfully advocated
the integrated promotion of water supply, sanitation, and hygiene improvements, most discussion of “sector
reform” ignores sanitation and hygiene, and focuses on the financially viable water supply sector component.
This is less of a problem where the utility is responsible for both water and sewerage, but this still does not solve
the most pressing problems. For many of the unserved, on-site sanitation is the most appropnate option, yet the
one to which the utility is least able to respond. And few if any utilities are involved in effective hygiene
promotion for either connected or future customers.

Yet sector and tariff reform offers significant opportunities to raise funds for sanitation and hygiene. Burkina
Faso's domestic water tariff structure successfully raises funds for urban sanitation, and experience across the
world demonstrates the benefits of linking the bills for water and sewerage. While some economists may be
suspicious of cross-subsidy from water supply to sanitation, this question may best be addressed by asking
“What business are we in?” If we are truly in the water and sanitation sector, raising funds for sanitation and
hygiene promotion through the water bill is simply cost recovery, not subsidy.

Private capital, local participation

Private capital has generally not been available to most low-income countries, and in particular, to peri-urban,
small town and sanitation projects. It has also not been available to countries perceived as high-risk. Africa lags
behind Latin America and Asia in accessing private direct investments in its WSS sector. A greater number of
transactions taking place on the continent do not involve substantial private funding, unlike in Latin America
where companies could put up as much as 40% of the equity of a $I billion utility. And yet our economies are
required to meet the substantial outflow of foreign exchange resources that are attendant to private foreign
participation.

On the other hand the question of encouraging local participation in ownership and management should not be
overlooked. The concems of foreignisation, foreign exchange outflows, building indigenous capacities etc.
should feature prominently in the reform process. The drive towards globalisation should provide us with the
impetus to create strong local institutions and participants in the WSS sector who can respond to the challenges
that globalisation itself provides. It is only in this way that we can internalize a substantial part of the fiscal
benefits of privatization. The challenges that African governments face is to define the appropriate set of
incentives necessary to afttract more private risk capital, and at the same time create appropriate opportunities for
locals fo participate effectively and in a meaningful way.

Ensuring the integrity of the procurement process - transparency

A good reform process must have integrity and must respond to the requirements of transparency and good
governance. This is even more important during the procurement process as there zre clear benefits to this.
Transparency should not be seen as a requirement imposed by bilateral institutions, but rather as a tool for
ensuring the sustainability of the contractual relationship with the private sector and the achievement of set
goals.

Ensuring structures for post transaction monitoring and resolution of differences

Privatisation/PSP/PPP should not end at the signing of a contract agreement. [ndeed the process of achieving
the objectives of the reforms has only just begun after the signing of the agreement. It is only through a well-
defined system of monitoring the operatioris of the private operator, the regulator and indeed all active players in
the delivery of WSS services in line with the objectives we seek to achieve that we could say our work is good.

Reducing the risks of reform

There are risks with any reform process and we need to constantly remind ourselves of our goals as well as the
unexpected outcomes, even when the reform process is well thought-out.  Things can get worse as well as
better. We need to constantly ask ourselves:
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0 Are all stakeholders on board and what is the likely impact of their objections and inaction?

aHow can the govemment ensure that fundamental public services are maintained, under a PPP
environment?

a Does the private sector have an interest in serving the poor? How can we design contracts to make sure
they do, and who will ensure that they do?

a What has been the experience and record of those with whom we want to do business?

0 What has been the experience of other African countries in similar situations? What are the bad examples
and the good ones? What works best, for all concemed? What should we watch out for?

aWhat is our fallback position if we fail? Are there sufficient emergency structures to deal with such an
occurrence?

The most important reason for the Kampala Conference is to provide a forum for participants to learn the
experiences of others and to limit the exposure to the unknown facts of privatized water supply arrangements. It
is gratifying to note that beyond gatherings such as the one in Kampala, African countries undertaking reforms
have embarked on study tours to other countries which have tried out PSP/PPP and have success and failure
stories to tell. Beyond such visits it should be appreciated that the final form and practice should be tailored to
country-specific needs

Conclusion

The problems confronting Africa’'s water and sanitation needs are many and varied. The continent continues to
lag behind the rest of the world in the provision of WSS services for its peoples. Thankfully there is greater
awareness of the need for change, and reforms of the sector are sweeping the entire continent. These reforms
are taking place in several areas - legal, institutional, regulatory and structural. The dominant aspect of these
reforms is the increased role being given to the private sector in the achievement of the Shared Vision. In this
process governments are increasingly seeing themselves as facilitators and regulators, rather than service
providers.

The Kampala Conference provides the forum for African governments to share experiences in these reforms.

Abidjan, February 2001
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LS
THE REPUBLIC OF UGANDA

STATEMENT BY H E flﬂ -’SPEC (OZA WANDIRA KAZIBWE,

UBLIC OF UGANDA
' -WﬂE CCNFERFNCE

Dellvered by Rt. Honv Apoﬂo Nsrbambi Prlme Mmlster of Uganda
Mr. Chairman

The Honorable Ministers from the different African countries present,
My Colleagues, Ministers from Uganda

Representatives of the Support Agencies,

Sponsors and organizers of the Conference,

Participants,

Invited guests,

Ladies and Gentlemen:

It is with great pleasure that | join you, eminent and distinguished policy makers, managers and technocrats from
Africa and beyond, on this occasion to share with you my thoughts on this important subject of Water
Management.

First of all, on behalf of the Government and the people of Uganda and on my own behalf | warmly welcome our
visitors to Uganda - “THE PEARL OF AFRICA. Uganda boasts of her diverse cultures, beautiful scenery and
abundance of nature in all corners of the country. | hope the conference programmer will permit you to enjoy
your stay in Uganda and feel at home. | invite you to enjoy the hospitality of Ugandans and wish you a happy
stay in our country.

You are coming to Uganda at a time when the citizen are about to exercise their democratic right in identifying
and determining their political leadership starting with the on-going Presidential elections. This is one of key
reforms intended to entrench democracy and strengthen good govemance, and generally provide an overall
enabling environment for socioeconomic development including the provision of clean safe water and sanitation
services to our people.

When | look at the theme of this conference which is; Reform of the Water and Sanitation Sector: Enhancing
Public-Private Partnerships in the context of the Africa Water Vision”, | get encouraged by the fact that
Africans with the support and collaboration with our partners are increasingly taking responsibility and leadership
in tackling the numerous issues affecting the performance of the Water Sector on the continent.

The Water and Health sectors are key priorities of my Government as they directly confribute to the healthy well
being of our people, increasing their productivity and hence eradication of poverty.

Access to clean safe water in this country is still low standing at 50% and 65% as a national average for Rural
and Urban populations respectively. Sanitation coverage is on the average 50% for both rural and urban
dwellers. The Govemment has recognized that the task ahead is enormous in terms of effort, expertise and
above all the investment requirements to provide 100% access coverage for Water and Sanitation services for
both rural and urban populations.
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It has also peen recognized that in addition to the hardware aspects of the service delivery, there are challenges
of overcoming negative attitudes, cultural practices and even sheer ignorance of our communities which have to
be addressed by intensive hygiene education and both technical and political mobilization.

The Government has, therefore, launched the water Sector Reforms in the four components of Rural, Urban,
Water for Production and Water Resources management to identify key issues and investment required and put
in place new strategies not only to increase coverage but also all sustainability of the facilities and services. Al
this has to be done within the broader policies of Government on poverty eradication, decentralized Governance,
effective stakeholder participation and enhanced private sector participation in service delivery.

My Government believes that development should be "People Centered” and therefore poverty, which is
dehumanizing and disempowering a significant portion of our people, must be eradicated. Poverty eradication
strategies and programmes have been formulated and substantial debt relief funds under the HIPC Initiative
have been committed to the task. The target population must be active participants and key players, and not
passive recipients, in various programmes planned and put in place for their benefit.

The reforms must promote rationalization and equity of genders, equity between those served and those
unserved; address rural Vs urban inequity, between the urban and, peri-urban populations, empower the weak,
the poor, the disadvantaged people in our society to be heard and create a framework of cooperative action by
all stakeholders. The reforms in the Water Sector and the policies and strategies evolved, including those
designed to increase the Private Public partnership in service delivery, should not add a burden on our people
but lessen it and improve their economic and healthy well-being.

The Water and sanitation situation in Africa is not good and the statistics speak for themselves. At the end of the
International Drinking Water supply and Sanitation Decade (IDWSSD) (1980 - 1990), Africa came out of the
decade worse off in 1990 than it was in 1980 compared to the rest of the regions including Asia and south
America which had recorded positive improvements. The recent publication of WHO and UNICEF, "Global Water
Supply and Sanitation Assessment 2000 report", again indicates that Africa's coverage statistics are much lower
in comparison to other continents and the global average. For instance, while the average global coverage for
water is 95% for urban and 66% for rural populations served, it is 84% and 44% for urban and rural population
respectively served in Africa.

| am, however, happy to note that Africa has made improvements with respect to Sanitation with the global
averages of 82% for urban and 35% rural populations served being lower than Africa's average coverage of 85%
for urban and 49% for rural areas. Since these are average continental-wide figures, it means there are many
countries still worse off than the average indicates.

However, while the above situation does not give a basis for complacency on our part, it gives us optimism that
the situation has improved during the 90's and that we are on the right-track and the solutions and targets are in
our reach. The question is not of knowing what needs to be done but how to do_it and how to finance
the-high investment requirements. There is also, inadequate political will and commitment to the reforms. | am
therefore happy to note the seriousness with which the various African countries are embracing reforms, the
impetus and innovative approaches for private sector participation of various stakeholders at all levels. | appeal
to our development partners and the private sector to support our initiatives with financial resources
commensurate with the task. The private sector is also weak and will require additional support, in addition to the
enabling environment for their effective functioning and growth.

Some of the key problems experienced by the water utilities in Africa today include: poor quality services,
unequitable coverage especially for those who may not be able to afford, low efficiency investment and
operations, predominant public sector monopoly with inadequate incentives for good performance all of which
contribute to poor sub-sector performance and leaving a large part of our population without adequate sanitation
and safe water. The above challenges should be addressed urgently and new sector policies, institutional and
regulatory frameworks be established if African water utilities are to be a solution and not perpetuate the
problem.

RCWS5/2-01/08/C, Issiié$ and challenges for Africa’s water and sanitation séctorreforms



Volume ll, Papers & Presentations, Reform.of the Water Supply & Sanitation Sector In Africa., Page 10

We need to learn from success stories within and outside Africa and build on them including small-scale
operators and the user community management options, where feasible. This conference is opportune and
provides an appropriate forum for exchange of such experience and lessons learnt to enable us leap forward.
This conference comes at a time when there is a global recognition of the need to develop a new paradigm in the
management of water resources in the 215t Century. It fits in well with the objectives of the World Water Vision,
which was developed in a participatory and holistic manner and was discussed in the Global Water Forum at The
Hague March 2000 focussing on "Making Water Everybody's Business". This emphasizes the need for
partnership and collectivity in our actions, which is the theme of this conference.

The urbanization trend in Africa is on the increase and the cities are growing. This is already putting a strain on
the available service and facilities and exerting greater pressure for service enhancement and, and in some
cases, construction of new facilities. | hope this conference addresses this issue in great depth, especially on
how to meet the safe water and sanitation demands of the poor, especially those living in the peri-urban areas.
The imperative of providing social services to our people achieve sustainability of facilities and services and meet
commercial viability criteria to attract the private Sector is a key challenge.

This is a very fitting moment for me, as you are aware, | am a member of the Worid Water Commission on Water
for the 21st Century and participated in the Global Water Forum. | did remind the world community during the
Forum of the need to address water and sanitation issues and reduce the burden of the women and children who
are the major victims of inadequate services. | am grateful to see Africa moving forward internalizing global
initiatives to address our specific problems. | am happy to note that there are Honorable Ministers and Senior
Officials from African countries, Development partners and Private Sector Agencies to discuss and develop an
action plan that will enable us forge purposeful alliances and strengthen the Private - Public partnerships. Unless
we articulate our concern, initiate necessary reforms and programmes, we shall not benefit from the Global
Initiatives and the 21st Century could witness retrogression in Africa instead of positive development. However, |
have strong confidence in you that you can rise to the challenge and make our people face the 21t Century with
hope and optimism for the better.

My government has high expectations from your deliberations not only for Uganda but also for our continent as a
whole.

Once again [ invite you to enjoy the abundant scenery of this country and the unique traditions of our people.
It is my pleasure to declare this conference OFFICIALLY OPEN. | wish you fruitful deliberations.

FOR GOD AND MY COUNTRY!
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PATTERNS OF PUBLIC PRIVATE PARTNERSHIPS

By Richard Franceys, Associate Professor, Water and Sanitation Services Management, IHE Delft

Abstract

Public Private Partnerships have become the fashionable, if sometimes controversial, institutional solution to
water and sanitation provision in the world. Based on an investigation of European institutional models the paper
examines the trends in PPP types, activities, location and international partners with a particular focus on middle
and low-income countries, and raises questions as to the future progress of the PPP approach.

Introduction

The world of water and sanitation is changing. The long accepted pattern of govemments serving their citizens
through the direct provision of water and sanitation to ensure the ‘merit good' of public health has not achieved
the desired benefits, particularly in the middle and low-income countries (MLIC). In the majority, government
provision has failed to break through the performance barrier of a mediocre, supply-driven approach.

Although water service coverage in rural areas has reportedly reached 69%, with 91% coverage declared in the
urban areas of middle and low-income countries (dramatically lower coverage for sanitation, 33% rural and 80%
urban)[1] too often subsidies to ensure access for all have gone to the rich, not the poor. Too often the
government providers have become partial employment providers for the chosen few. The urban market has
been growing at a rate of a million people every seven days but too many people, if they receive water at all,
receive it at poor pressure and then perhaps for only a couple of hours per day. This level of service can be
contrasted with the high-income countries (HIC) where demands for ever higher water quality and waste water
disposal standards, over and above the near 100% service coverage, are driving investment requirements to
new heights and similarly demanding institutional change.

Governments and their agencies apparently cannot service the increasing demand for coverage and quality, so
the world is turning to Public Private Partnerships. Which, of course, is not new. In many countries private
companies started water supply systems and althocugh there may have been government contractors and
government consultants in the more extreme situations, there were not often government pump manufacturers or
photocopier suppliers. There has nearly always been some form of private involvement.

But the change in the past ten years is thal now, increasingly, the world accepts that the private sector can share
the responsibility for managing the provision of water and sanitation, this ‘heartfelt’ basic need. The ‘heartfelt
aspect is significant as people approach water differently from other utilities such as electricity or gas.

Investigating three main patterns of public private partnerships (and using a loose definition of the term), the
Netherlands benefits from private companies operating under private company law with public (government)
ownership of the shares (non-tradeable). The Public Water PLC, developed to achieve economies of scale by
serving up to ten local government areas, performs well with a high degree of technical effectiveness. The model
has achieved full coverage of water, albeit at a fairly high cost, and does not have to make any returns to
shareholders. As with all institutional models there are variations on the theme. Dutch wastewater, traditionally
managed by separate government boards, is now tentatively considering a large Design, Finance, Build and
Operate (DBFO) contract for wastewater treatment in one region.

Tentative, because this is the sort of PPP which worries people, giving away control of ‘our water’. Though, as in
the Nethertands, several countries do seem prepared to risk PPPs in sanitation before water as it is not so
critical.” But it is this sort of ‘privatisation’ that the French have benefited from for over one hundred years. In the
majonty of cases the government owns the fixed assets and one of the three major private companies takes full
responsibility to operate the systems, as in a lease contract. More recently companies have also had to invest (or
to manage the investment of) significant amounts in new works through concessions, after years of under-
investment. As in the Dutch example, there is a pattern of aggregating with one PPP contract serving several
municipalities. The price in France is similar to that charged in the Netherlands, though it had to increase by 60%
in the six years until 1997, and to achieve adequate waste-water treatment coverage (aiming for 65% in 2005) [2]
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there is a form of subsidy from all water customers. Prices in communes with PPP are reportedly higher than
those without, but there is no information as to what extent standards are correspondingly higher.

It is the French pattern that is now being promoted around the world and forms the background for this paper's
discussions. But the impetus for change was perhaps kick-started by another European nation, the United
Kingdom. The fashion for ‘privatisation’ in all things started there in the early 1980's, and although remaining
remarkably unpopular, reached the already consolidated water sector in 1989. One notable advisor strongly
recommended the French approach to the British government, that is, retaining the fixed assets in government
ownership. But this was rejected in order to remove the future funding requirements from the Public Sector. So
the industry was sold to private shareholders (at a discount), a divestiture. The newly private companies have,
until recently, been able to fund much of their new capital works from their cash flow, generated by the rapidly
increasing tariffs. And they have managed to make most impressive profits at the same time (12% return on
capital when borrowing at perhaps 7% with 20%-40% gearing), a level significantly higher than France and the
Netherlands, though interestingly at a very similar overall price.

The new private managers (though they were in reality the old public managers with new incentives) achieved a
remarkable turn around in an industry that had tried its best but had been plagued by under-investment for
several generations. Since privatisation, security of supply is up (population subject to hosepipe bans: 41%
1990/91; 0% 1999/00), quality of water is up (99.8% of around 2.8 million tests met the required standards
1999/00, with number failing at one tenth of 1992 total, [3]), leakage is down (by 31% since 1992/93), pollution is
dramatically diminished, companies are prosecuted and fined for failures, service quality is better than ever
(billing contacts not responded to within 10 working days down from 31% in 1990/91 to 1.5% in 1990/00) and
now even disconnections are banned. Over $60 billion has been invested since privatisation.

A genuinely positive experience though many have been amazed at the size of the profits, an average of $70
per person operating profit on turnover of $194 per person in 1998/99 following the 40% average real price
increase since privatisation (all UK figures derived from Ofwat Company Reports unless specified).

To limit the possible abuse of the monopoly position in providing this basic need, England and Wales introduced
three regulators ~ the Drinking Water Inspectorate, the Environment Agency and the Office of Water Services.
Ofwat's Director, sets the prices and decides upon the investments and castigates companies for poor leakage
records and even measures how long it takes the companies to answer the telephone to their customers. Ofwat
is also responsible for another valuable aspect of regulation, the customer representatives on the Customer
Service Committees. The summarised responses of colleagues on the Central CSC are in Box 1.

Box 1 UK customer committee on privatisation

Privatisation has been:' a move forward; by and large, a good job done; standard of service is unbelievably better; a two edged sword;
not totally convinced by privatisation; the basic concept is good, they were in a state of disrepair; but costs have risen disproportionally;
the companies were sold off too cheap; the original price setting was wrong, the first price review got it wrong, now we hope it is right.
Water and sewerage bills have increased above the rate of inflation. A bigger percentage of household income has gone on water,
because of the costs of the capital expenditure programme, but also to support high profits and dividends. One CSC recommendation:
‘try and sort out regulation first, otherwise you are always leaming as you go along’

Source: Comments by Members of Ofwat Central Customer Services Committee, January 2000

What does this European experience have to say to the rest of the world? Remembering that even in the UK,
Scotland and Northern Ireland have so far rejected ‘privatisation’ — though they are experimenting with altemative
Public Private Partnerships of the BOT variety (Build, Operate, Transfer). And remembering that the rest of the
world has a very different economic situation with very different investment potential - it is much easier to make
any institutional model work when it is possible to invest one’s way out of the problem. The Modem Equivalent
Asset Value of the English & Welsh fixed assets is $2,000 for water, $3,760 for sewerage per person and the
privatised industry is continuing to invest at $100 per person per year.
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Table 1 High income | Upper middle | Lower middle [Low income
Population & Wealth income income
Population, million (WDR, 1999) 885 588 908 3,515
GNP per person (WDR, 1999) $25,510 $4,860 $1,710 $520
Affordable watsan investment per person per ‘

eneration at 5% of income (includes for O&M) $7.420 $1.480 $520 $160

For the three and a half billion people in the low-income countries affordability for water and sanitation is
extremely restricted. Without necessarnly understanding the full implications of these levels of affordability,
demonstrated in Table 1, the wider world appears to like the French model of privatisation but often allied with
the English model of regulation. It is not possibie to have privatisation of a monopoly without some form of
regulation -~ something now also being acknowledged in France [4] where it had been assumed that competition
for renewal of contracts served the purpose.

In the UK, regulation has gone a stage further with ‘competition’ for benefits from the three regulators. This has
been experienced in the recently completed five yearly price review (reducing prices by an average of 12.3%
whilst delivering $5 billion per year for capital investment & the environment) as the different regulators battled to
show how much they were delivering for their various ‘constituencies’. Not particularly edifying, but effective — for
it is competition that draws the real benefits out of the private sector, just as it draws it from the regulators.
Privatisation, regulation and competition are the complementary strands of PPP. In more conventional
competition terms, from the beginning of March 2000 new water contractors in England and Wales have had the
right to access other contractors pipe networks to supply customers (‘common carriage'). Competition is rightly
moving on beyond simple comparative competition, however valuable that has also been.

To date, competition has also delivered eight ‘inset appointments’ (out of a possible 500) whereby customers
using more than 250 megalitres per year can appoint a different contractor to supply them. With the threshold
being reduced to 100 megalitres per year an additional 1,500 customers will become eligible [5].

Following the price review which reasonably reduced the target cost of capital, water companies have begun to
explore other patterns of PPP with consideration of separating fixed assets into a mutual company, owned by
customers, financed by debt with the original equity financed company acting as operator having the expectation
to renew any such contract in open competition. Perhaps the English model is tending back towards the ‘French
approach’.

These changes clearly demonstrate a ‘process’ approach towards PPP, indicating that there is no ‘correct’
answer for watsan institutions. The diagram shown below (Figure 1, [6]), demonstrates the range of private
sector options available to the world, many being variations on the patterns described above. The main change
across the spectrum is the degree of private capital being introduced and therefore the length of the contract
required to obtain the necessary payback and the necessary profit.

Privatisation demands profits for shareholders that have taken the risk of investing. One of the main claims for
privatisation has been that it delivers the required new capital to the sector. It is not clear whether any significant
new money is coming into the sector, most PPP's have only a small equity contribution. But privatisation is
undoubtedly unlocking access to sources of finance that the world had begun to restrict. What remains a
constant is that in the end the customer pays. PPP has the advantage of making this reality more obvious though
that is not always what governments intend.

Figure 1
Present use of PPP around the world

From this range of options, the world is making its choices for PPP as illustrated by the following data taken from
the 638 contracts detailed in the 'THE-WEDC PPP Database’as at November 2000.
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Table 2 Capital expenditure Utility purchases Population served
Public Private Partnerships (billion) (billion) (million)

Total Reported/Planned $152.12 $35.68 393.9

Total Operational $111.9 $34.7 304.8

MLIC Reported/planned $68.1 $4.1 229.1

MLIC Operational $31.1 $3.4 154.8

The database, derived from published sources and initially a questionnaire [7] contains reported PPP's since
1989. The focus is on contracts from Middle and Low-Income Countries (MLIC) though Table 2 contrasts that
information with that reported for the High-Income Countries. The MLIC ‘utility purchases' do not represent
investment in improved services to customers but rather govemments taking returns out of the sector (by selling
companies). The present population reported served by PPP's in Middle and Low-income Countries, although
undoubtedly less than the actual number, represents only 5% of the urban population. There is much scope for
PPP progress or for demonstrating more effective altenatives.

The rate of growth in major PPP contracts shown in Figure 2 demonstrates that Public Private Partnerships are
now increasingly accepted. However, not all of these announced PPPs are delivering benefits with 18% still in
the planning stage and 7% postponed or cancelled. Figures for 2000 represent only the first six months of the
year, illustrating the increasing rate of announcements, interrupted only by the East Asia financial crisis of 1998.

Figure 2

The regions where PPPs are being used
(Figure 3) underestimates Europe where
significant out-contracting is so normal as
to be unreportable (and where only
limited data is available from France) but
demonstrates the predominance of Latin
America, the richest of the MLIC regions.
However, even in South Asia, one of the
m Anmnounced | most resistant of all regions to ideas of

Announced W&S PPP's Cumulative

iy CumulativeI

in year , .

2000 private sector involvement, the role of

Oct) service  contracts is  increasingly
L. | recognised.
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Figure 3
The types of contract (Table 3) shows an
Proportion of 715 Reported PPPs by Region almost equal split in MLICs between the
services and management contracts that
do not require private investment (over
East Asia and North and above working capital) and the major
Pacific America PPP's. Both approaches have an
16% ~12% important role to play. Services contracts
| South Asia may bfe seen as an excellen? oppor_tunity
! 10% Latin America for national contractors to begin to build up
} Sub Saharan | & Caribbean expertise in the sector before taking on the
Africa  — 26% more demanding role of managing a
Middle S | concession. Management contracts give
North Africa — Eastern Western the opportunity to begin to sort out the
4% Europe & Europe problems before committing to a long-term
Conte fsia — 16% contract that will have to be renegotiated
° as soon as the concessionaire begins to
discover the actual condition of the assets.
Table 3 Total Reported MLIC Operating HIC Operating
Type of PPP Contracts (by number) (by number)
Services Contract 19% 32% 13%
Management Contract 13% 13% 16%
Lease 1% 1% 2%
Enhanced Lease 1% 2% 1%
Rehabilitate, Operate, Transfer (ROT) 1% 2% 0%
Build, Operate, Transfer (BOT) 22% 23% 12%
Build, Own, Operate (BOO) 2% 0% 7%
Concession 16% 18% 7%
Partial Divestiture 6% 5% 5%
Divestiture 3% 1% 7%
Purchase 7% 1% 31%

The length of contracts (Figure 4) shows the popularity of the twenty to twenty five year period but under reports
the shorter contracts whose durations are often not quoted. All contracts of 10 years and over require some form
of regulation. Experience in the high income countries suggests that if any country found managing a direct water
provider difficult, ensuring effective (and fair) regulation is significantly more demanding.

Figure 4
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By activity, water supply contracts are most
popular (of the 381 operating contracts which
specify activity). The MLIC contracts for water
treatment and waste water treatment might be
seen to represent governments ‘trying out' PPP,
without ‘privatisation’ needing to enter public
awareness.
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Table 4 MLIC Operating HLIC Operating
PPP Contracts by Activity (by number) (by number)
Water 34% 31%

Water Treatment 17% 10%

Water & Sanitation 27% 24%

Waste Water Treatment 18% 29%

Water Treatment & Waste Water Treatment 1% 2%
Sewerage & Waste Water Treatment 2% 4%
Sewerage 0% 0%

Seventy per cent of the operating PPPs requiring capital expenditure have international contractors involved. And
almost two thirds of those contractors originate from one country, France. Clearly their long involvement in PPPs
has given French companies a significant comparative advantage. The British were expected to raise the
competitive stakes but within their one quarter share by number of PPPs, they are generally focussing on the
safer markets of Europe and North America.

Figures 5 and 6 illustrate the extent of market leadership in the international water business by France in general
and, in MLICs, by Lyonnaise des Eaux in particular.

Figure 5 Figure 6

Contractors Share of International Market by } Contractors Share of International Market
Sevem Trent NUmber of Rmortod PPPs ! by Reported Capital Expenditure, MLICs
\
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An important question arising from this data is the extent to which the undoubted improvements in the large
PPP's are really a function of privatisation or foreignisation?’ The extent of foreign involvement suggests that for
major PPP's the answer is foreignisation, which appears to need about 1% (by staff numbers) of expensive
expatnates ($250,000 per annum) to deliver a ‘world class’ water supply. This might provide a limit to the size of
city that can be served by a foreign PPP.

The emerging trends

Case studies from around the world show that the new PPP'’s are delivering - if it is accepted that employment
generation is not a core competence of a water authority and if we are prepared for the profits of a monopoly
supplier of basic needs using fairly simplistic technology to flow from the poorer countries to the rich. However,
remembering what the alternative has been, even though we shouldn’t have to need PPP, foreign or otherwise,
we undoubtedly do need it.

Public Private Partnerships are this generation’s way forward. PPP's are effective where regulation, competition
and foreignisation are included. The question is how can this expertise be stretched to include the secondary
towns and cities in Middle and Low-Income countries, how to ensure that the benefits reach the poor and how to
ensure adequate provision when it is not the world's best water multinationals that are providing the service?

RCWSS/2-01/1:3B, The: political economy of water sector réform
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Table 5 Capital Utility Population
Operational PPPs by Country expenditure | purchases |served (million)
income Range (billion) (billion)

High Income $80.8 $31.3 150.0
Upper Middle Income $17.0 $3.3 90.2

Lower Middle Income $12.3 $0.1 40.8

Low Income $1.9 $0.0 238

Analysis of the PPP database and comparison against world gazetteers suggests that in the 433 cities larger
than 750,000 in the world, 90 {20%) are currently served by PPPs. In the ‘40,000’ smaller cities and towns there
are approximately 2,350 PPPs, that is 6%.

The intemational contractors will be unable to bridge much more than a part of that gap. It is necessary therefore
to support new national contractors by actively promoting the use of more limited service contracts in order to
develop expertise (and to provide competition) and by trying to grow the capacity of the ‘Small Scale Water and
Sanitation Providers’' where they are already active. It is necessary to involve the skills of NGO's as social
consulitants to help to meet the needs of the poor as well as providing extemal support to govemments and
particularly the new regulators. It is this degree of partnership that is required for successful Public Private
Partnerships.
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UGANDA URBAN 'WATER:AND SANITAT 10N SUB: SECTOR REFORM
- By-Patrick Kahangire and Andrew Tanner

INTRODUCTION

In September 1997 the Ugandan Ministry of Water Lands and Environment commenced the process of reforming
the water sector. A Water Sector Reform Steering Committee, under the chairmanship of the Director: DWD,
with representatives of key Government stakeholders.

In September 1999 consultants started the Urban and Sanitation Water Sub Sector Reform Study, one of the
four components in the water sector reform. Their draft Final Report was submitted in January 2001. It is the
government's policy to provide access to safe water and appropriate sanitation to 100% of the population in a 15
year period. It is thus important the reform is now implemented.

PRESENT SITUATION
The urban sector comprises the 66 towns with a population of more than 5000 people in 2000, together with 12
District Headquarters (recently increased to 23) with a smaller population, giving a total of 78 (now 90 towns).
The Study's Situation Assessment showed that:
 although the Policy and Legislation in the country is generally sound there is a need to be clear on the policy
priorities and it will be necessary to review the legislation to facilitate some elements of the reform and
clarify the roles and responsibilities of various institutions and government departments.
management is not as effective as it should be.
there is insufficient experienced management capacity in the sub sector to enable it to perform efficiently
management has insufficient autonomy, which hampers its effectiveness.
there is also a need for more trained managers and a need for greater capacity for training in the country.
there is a need for improved and standardised business practices.
Although the National Water & Sewerage Company (NWSC, the government owned utility responsible for
services in 12 of the largest towns) has improved its operating performance over the last two years there are still
large gaps between its current performance and African best practice.
The performance in the 66 towns, which are managed by Local Govemment, is even less satisfactory.
The result of this poor performance is that the sub sector is not financially sustainable with NWSC only managing
to cover its operating costs with insufficient surplus to repay the debts incurred for infrastructure investment. This
is despite the fact that the average NWSC tariff is relatively high.
The delegation of responsibility for water service operations to local government in 1993 was not accompanied
by the necessary distribution of experienced resources to local government to enable them to fulfill their
responsibilities. In the intervening years very few local governments have managed to satisfactorily operate the
water and sanitation systems in their towns and mechanisms for providing adequate capacity for decentralised
operations are required.
DWD continues to be responsible for the majority of infrastructure development in the towns not managed by
NWSC and this conflicts with their roles as the executive of MWLE, the regulatory agericy for the sector and the
authority responsible for water resources management.
It is essential for the water and sanitation sub sector to seek private sector participation and move away from full
public sector management. This is in line with the goverrment's policy of allowing the private secter to operate
commercially viable services thus reducing the government's burden for managing these services.
A review of the existing water and sanitation infrastructure, against that required to meet the 100% service
coverage for the population in 2015, showed that the following minimum investments would be needed.

Water Supply Infrastructure US$ 460 million

Sanitation Infrastructure US$ 150 million

TOTAL: US$ 610 million
Significant additional investments in sanitation infrastructure would be required particularly in Kampala, if a
significant extension to the water borne sewerage system is to be achieved.

RCWSS/2-01/1.3B, The political economy of water sector reform
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THE ALTERNATIVES CONSIDERED FOR REFORM

A wide range of possibilities were discussed and given due consideration. A study tour to Ghana, Cdte d'Ivoire,
and Senegal was also undertaken, during which valuable lessons were leamt about possible alternatives,
concepts and issues of particular relevance to Uganda.

Three alternatives were identified as having the greatest potential benefits for Uganda and were evaluated in
detail:

Alternative 1: An Alliance Management Contracting Model

A restructured NWSC forms an alliance (by means of a management contract) with one or two private operators,
to create a single legal entity called “The Urban Water Alliance”, and all 78 towns are managed under this Urban
Water Alliance.

Alternative 2: A Single Lease for a Group of Large Towns

A number of larger towns (33 was used in the final financial modeling) are packaged together for the purposes of
management and operation. The water and sewerage assets (piped water supply, treatment and distribution;
piped wastewater collection and treatment facilities) are leased, for a 10 year period, to a private operator who is
responsible for operation, maintenance metering, billing, revenue collection and customer relations. An Asset
Holding Authority (AHA) holds assets for the group of towns.

Local Government and Water and Sanitation Service Authorities, under the auspices of the Water and Sanitation
Development Agency (WSDA) manage the smaller urban towns (45 in the modeling) in a decentralized manner.
The WSDA is an agency accountable for ensuring that services are provided in these srnaller towns and are well
managed.

Alternative 3: A Concession for the Kampala, Entebbe, and Jinja area

Responsibility for both investment in, and operations of, Water and Sanitation Services in Kampala, Entebbe and
Jinja are ceded, for a 25-year period, to a single private operator through a concession contract.

Local Government and Water and Sanitation Service Authorities, under the auspices of the Water and Sanitation
Development Agency (WSDA) manage the 71 other towns in a decentralised manner.

Other alternatives, as well as a variety of combinations, were considered. The alternatives were short-listed and
rigorously analysed.

Comparison of Alternatives

o The concession and the alliance models require higher subsidies than either of the lease options.

e The concession remains problematic in that it leaves an area (the other 82 towns) with large capital
expenditure needs, high operating costs and low revenues under public sector management. This problem
could conceivably be addressed with combinations of a concession and lease or management contracts with
a single PO to increase the private sector coverage in the sector. However, this option could lead to the
private operator manipulating the funds received from government for the lease or management area to
improve his performance in the concession area, and may be contractually complex and difficult to manage.
The Concession in itself would require government guarantees on loans, government security against
foreign exchange risk, and would thus not unburden government completely.

e The Alliance Contracting Model, apart from being very expensive, also carries a number of risks. The
collaborative relationship and process of reform are too open ended, and do not give due consideration to
the urgency of reform in Uganda. It will take too long before the alliance assumes investment risk and can
reduce the burden on the state. The likelihood that a suitable single long-term ccllaborator can be found,
and a relationship can be developed that results in the efficiencies needed, is low and the option is
considered too risky.

o Financially the lease for a selection of just the larger more profitable towns (say 15 -- 20 towns) would be the
optimal package, and would require the lowest subsidy. However, such a package requires only slightly less
Government investment (subsidy) and is not as beneficial as a larger 33-town package, taking all factors,
such as coverage, management efficiencies, benefits of economies of scale, efc into consideration.

RCWS5/2-01/1.3B, The political economy of water settor reform .
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PROPOSAL

Following a careful analysis of the alternatives against the reform objectives the proposed reform is based on the

lease option.

e The aimis for a group of up to 30 — 35 of the larger towns, all with a population of more than 15 000 in 2000,
to be managed by a private sector operator under a single Lease contract for a 10 year period.

The number of towns and which towns, to include in the initial Lease contract must still be decided but it will
include the 12 towns currently managed by NWSC. Additional towns may be added to the group during the
Lease period.

The contract will require the private operator to operate and maintain (for a period of 10 years), the water
and sewerage systems in the towns as well as increase the number of consumers and connections.

e The ownership of the assets in the large town group will be vested in a wholly government owned Asset
Holding Authority (AHA). The AHA will be responsible for planning and implementing the very significant
investment in water and sewerage infrastructure in the large town group. It will also be the government
authority which monitors and controls the performance of the Private Operator.

¢ Responsibility of service provision in, the smaller towns, which are not in the lease group, would be vested in
a Water and Sanitation Development Agency (WSDA). The WSDA, in conjunction with Local Government,
would have to ensure decentralised service provision by Water and Sanitation Service Authorities (WSSAs)
or local Private Operators. The WSDA will establish best business practices.

e With the significant involvement of the private sector an independent regulatory organisation will be
established to set taniffs, provide protection for the consumers and resolve any dispute between the private
operator and the contracting party. Regulation of other aspects will be by Contract.

IMPLICATIONS AND IMPLEMENTATION

> The DWD will be able to focus on its role as the executive arm of the MWLE, responsible for policy
development, sector co-ordination, and technical regulation. It will also continue it's responsibilities for the
management and protection of the water resources and support Local Governments in provision of water
and sanitation services, especially in the rural sub sector, including the rural growth centres.

> The independent economic regulator could be established as a new organisation but, if the proposals to
establish a multi- sector regulator are accepted, it may be advisable to strengthen MWLE/DWD to fulfill this
role until the Multi-Sector Regulator is established.

>’ Local Government will continue to have an important role as the local representative of the people and the
local representative of government, monitoring the effectiveness of service provision. It will have to fuffilling a
key role in integrated planning and plan for service provision.

»> The Asset Holding Authority, which will be 100% government owned, will be properly designed to be fit for
purpose. One option for it's establishment would be to divide the existing NWSC into two independent
business units:

e A carefully structured asset holding and investment unit responsible for the expansion of the
infrastructure in the towns which are currently under NWSC control, with the possibility of adding the
other towns to be included under the Lease contract.

e Anoperating unit responsible for service provision in the towns under its control.

The asset holding unit will then be transformed into the Asset Holding Authority while the operating unit will be

taken over by the lessee. The National Water and Sewerage Act will require amendment.

} The proposed WSDA needs to be formed as a focussed unit to be responsible for and to support the service
provision in the smaller towns. It will be able to draw on the planning and investment expertise in the AHA to
support it. It could be established as an independent Agency. Alternatively this function could be carried out
by DWD if a dedicated directorate or branch is formed with the necessary resources and expertise.

»> The Local Government Act and the Water Act should be amended to clearly define the revised
responsibilities of Local Government and DWD.

RCIWSS/2-01/1.38, The political economy of water sector reform
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> The Private Operator who secures the lease contract for the larger town grouping will be encouraged,
through the lease bid documents, to form a company with a substantial local shareholding, to execute the
lease contract. The local shareholding can be taken up by Government, local entrepreneurs who will be
involved in service provision as part of the Lessee Company, other businesses and employees.

> Local private operators will be encouraged to take on service provision contracts in the smaller towns, under
standard contracts prepare by the WSDA and monitored by local government.

P> I the Urban Water and Sanitation sub Sector is going to be able to achieve the target service coverages, be
cost effective and financially sustainable, other govemment departments have important roles to play, in
conjunction with MWLE. In particular:

e Local Government and the Ministries of Local Government and Lands will have to significantly improve the
current levels of physical planning in the Urban areas and ensure that the urban plans are enforced.

e The various ministries responsible for infrastructure development should co-ordinate their efforts to
improve infrastructure so that, for example the water sector needs for energy can be met while other
sectors potable water requirements can be met when required to promote economic development in
agreed areas.

o The Ministries of Health, Local government and others should coordinate their health education initiatives
with the provision of new water and sanitation systems so that the health benefits of safe water and
appropriate sanitation can be realised.

PROGRAMME FOR IMPLEMENTATION

It is anticipated that the major elements of the proposed reform can be implemented within 3-4 years, including
the procurement of a lease contract for a group of the larger towns. If this is to be achieved the activities listed on
the attached schedule must be initiated and completed timeoulsy.

BENEFITS

> 100% of the population will have access to safe water and appropnate sanitation, at an affordable price, by
2015.

> The sub sector will generate a surplus on its operations and be able to finance about 50% of its investment
needs

> The sub sector will have an improved ability to obtain finance for capital investment

) The government investment in the sub sector will be about $320 million compared with an estimated
$650million without the reform.

> The roles and responsibilities of the organisations involved in the sector will be clear and there will be
improved co-ordination between the various Government Ministries who activities impact on the provision of
water and sanitation services

ISSUES FOR DEBATE
> What is the greatest risk that the reform process faces?

»> What have been the experiences in other countries of transforming utilities into Asset holding companies?

> What has been the experience in other countries with government support agencies that are tasked with
setting Best Practice standards and supporting Local Governments who are providing services?

> What mechanisms are used in other countries to ensure that income from water and sanitation remains in
the sector, particularly when Local Government is responsible for service provision?

RCWS5S/2-01/1.3B, The politicél economy of water sector reform
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1.

2.

The Reform of The Water Sector in Africa
26 - 28 February 2001

Overview of The Ugandan Water Sector Reform
Focussing on the Urban Water and Sanitation
Sub Sector Reform Study

Mr. P.O. Kahangire - Director, DWD
and
Mr.. A. Tanner - Director, Consult 4,

Structure
* Overview of Uganda and the Water Sector
Reform
* Reform Objectives

* The scope and findings of the Urban w
& sanitation sub-sector reform study

- The Present Situation

+ The recommendations for reform of the
Urban sub-sector

- The Way Ferward
- Current Management Lnitiatives

3. 4,
The Ugandan Environment Overarchlng Na-tlonal Policy
Objectives

- Surface area of 197 100 km?

- Total Population of 22,7 million

+ Limited urbanisation - 3 million people (13%)
- Lack of population concentration

+ Poverty - 34% of population have income of less
than $1/day

- Relatively weak economy. Urban GNP of
$900/capita in 1997.

- Debt burden is high
- PEAP/PAF-provide increased funding of social

+ Poverty reduction and alleviation

+ Privatisation & Commercialisation:
- unburdening the State of responsibility for
commercially viable operations
+ Decentralisation:

- Devolution of power & responsibility to Local
Government while ensuring efficient and
effective service provision

services 3 s
5. 6.
Overarching National Policy
Objectives Current Service Levels
- Equity *+ 60% of the Urban Population and 50% of

~ Provision of services to those without access &
quality services for all

+ Sustainable development of facilities and
services

the Rural Population have access to safe
water supply and appropriate sanitation
systems ‘

+ The systems are not adequately maintained
so actual service levels are lower.
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7. 8.
Key Issues for Water and Key Issues for Water and
Sanitation Sanitation

#Unsafe water and inappropriate sanitation
is a major contributor to disease.

eExisting coverage of water and ™ ',L
sanitation systems is low = 7
&Poor management, operation and W,

maintenance means unsatisfactory
performance of existing systems

&sLow sustainability of facilities and services

&Insufficient management and operations
capacity, especially in local governments

&Limited involvement of users,
particularly women and children

&Limited involvement of Private -
Sector especially in O & M and funding

&sConflicting roles and responsibilities.

&sInadequate regulation and supervision
#Policy constraints

9, 10.
Key Issues for Water and Objectives for The Reform of
Sanitation Water Supply and Sanitation

& Sanitation is not a commercially viable
service.

& Water is a monopolistic service

& Water borne sewerage is very expensive
and requires a high level of water suppl
and investment

& The need to balance the government's social
responsibility with financial sustainability

&Provision of services in unplanned
settlements is difficult and expensive

+ Utilise the potential of the sectors to £
improve Public Health and investment in (il
the Urban Areas -

+ Improve coverage and basic service
levels at an affordable price to give 100% %,
of population access to safe water and %
appropriate sanitation in 10 - 15 years

+ Increase private sector involvement and

improve efficiency of management and
operations 0

=]
=
=

1,

12,

Objectives for The Reform of
Water Supply and Sanitation

* Government retains responsibility for
ensuring services are provided but with
reduced financial burden

* Ensure that subsidy systems are
equitable and transparent

- Ensure sustainability of water and
sanitation services while meeting the
social and economic development
objectives. n

- Public Health

Supervision

Arul calisatinn
1063

{ «Local Gov. Act
\ 1497

\_‘Sclmlult

Water

12 Centres B

- Katnpale, Entobbe, - 31 Cunires with Sysiems Statute 1998
Jigje, Mbale, Tororo, - 3G system baing pixnned

Lire, Galu, Nammsubs, under cn - goung projects

MasakaFort Portal, - $60 x/scms in roral Crow!

Kasese, Kabale, Ceniru:rin pext 15 yoars

Mamia

WATER AUTHORITY
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13.

14,

Water Sector Reform Components

Rural sub Sector - Study Completed Nov
2000

« Urban sub Sector - Study Completed Jan
2001

« Water for Production - Funding secured,
EoI received, ToR being finalised.

« Water Resources - Scheduled to commence
in 2002 13

The Urban Sub Sector

- All towns with a population > 5000.
* Additional gazetted towns, Pop. <5000.
(District Headquarters)

- 7 Towns in Kampala Entebbe Jinja complex
15 Other towns with Pop > 30 000
26 Other towns with Pop. » 15 000

Total of 78 towns

15.

16.

Urban Settlement Patterns in year 2000
Kampala, Entebbe
and Jinja Area

T > 15000

5000 - 15000 < 5000
(with or without
Town Councils)

Review of the existing situation
Examine international experience

Review options for institutional reform and
select viable alternative models.

Assess potential for improvement from
Private Sector Participation (PSP).

Anglyse and evaluate alternatives
Hold consultations with stakeholders
Recommend institutional reforms, their

1.6 million 0.98 million 0.31 million 03 rpsillion implicaﬂons and a programme for B
7 centres 26 centres 35 centres 10 centres impl ementation
17. 18.

The Uganda market is small

Water connections (thousands)

Uganda- Uganda- Senegal Ghana Cote
current 2010 d'lvoire

1?7

Urban Households in Uganda are poor

Household income ($ pa)

Uganda Ghana Senegal Cote d'ivoire
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20.

Water tariffs are high in Uganda

| Severely water resource constrained ‘

Average water tariff (US o/kI)

Specific Problems In the Urban
Sub-Sector

Q Financially unsustainable because of inefficiencies

Q Insufficient incentives for management to improve
performance

Q Insufficient experienced managerial capacity

QO System does little to check moral hazards - lack ¢f autonomy
of management

Q Best practices have not been established leading to
inefficiencies and wastage, (administratien, technical,
operations and service)

Q Little attention to maintenance results in poor service and

19 expensive rehabilitation 0
21. 22,
Specific Problems In the Urban Current Water Service Coverage
Sub-Sector

Q Donors promote their own interests, leading to inefficiencies
and diverse technology

Q Significant non-payment and inability to collect revenue
Q Ineffective, inequitable and non transparent subsidies

Q Poor accountability and inability (lack of will?) to enforce
compliance

Q Lack of trained staff and limited training capacity

Q Other sectors not delivering

#Piped Water Supply
(Standpipes, kiosks &
house connections)

«lLarge Towns = 30% of
Population

&Small Towns = 10-20% of
Population

#Point Sources (controlled
and protected)

& 30-40% of Population

23. 24,
Current Sanitation Services
Coverage Conclusion
#Piped Sewerage Systems in only 12 towns
Large Towns =10:/° of Population Public management of the water and
#sSmall Towns = 0% of Population sanitation sector has not brought about
&Average = 2% of Population

#0n Site Sanitation (not all properly
maintained)

&58 % of Population

#40 % of population have no access to
appropriate systems. ”

the efficiencies required to build a
sustainable service, nor is it likely to
meet the Government's reform
objectives for the Sub-sector if left to
continue.
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26.

Planning Scenario - Water
Supply in 10 Yrs

Point Sources

Public
Standpipes

House Connection

Handpump

MM@@E

25

Planning Scenario - Wastewater

in 10 Years

" Sewer Connections:

~ domestic private sewer connections: 25% of
water connections

- other sewer connections: 50% of water
connections

«"Sewerage Coverage is anly affordable in
towns > 15 000 population

» Coverages will be

16% of Population in Kampala

10% of population in largest towns

- 7% in the other large tcwns

« On site sanitation is appropriate for 26
remainder of population and smaller towns

27.

28.

Summary of Planning Scenario
Cost Estimates

& Total capital investment required over
10 years for all 78 towns

- Water Supply: 329 million US$
- Sanitation: 109 million US$
- Total: 438 million US$

& Sanitation investments are being
reviewed especially for Kampala.

Strategic Considerations and Expected Oungputs
Policy | Clear policies. institutional framework, vision and straiépies
B N

\

Rotaior

Independent regulation

" " Long lenn mvestment ~- |

plans apd access to finance \\i

E%stment & i f

i . _...| Financing | . ||

':S_tar\,'ziée Provisiom] Ty
Efficient, cost effective

i

r management ot services & {

i mzmgagerial autoncmy y

i ;
i

; \

|
; ‘ ‘ (Consumer

} i Good access to affordable & |
: ‘ reliable services I

29. 30.
Key Principles for the Reform oo X i
1.The following institutional responsibilities in Key Pr mc1ples for the Reform

the Sector should be separated:

» The Policies can be objectively formulated
> There will be no vested interest in policy

1

> Policy formulation and
implementation
| | _implementation
» Regulation j > Independent regulation protects consumers
> Private Operators expect an independent
Regulator
> Concentrated expertise will be able to
imprave investment and procurement planning
and efficiency
> Organisations that can effectively supervise
the private Operator contract
> Assets remain in Government ownership
» Service Providers will be reguiated by an
independent body
» Consumers have recourse to an independent
body. » |

> Asset ownership and
infrastructure
investment

> Servics provision

L

2. Private Sector Participation

> Bureaucratic systems and
limited autonemy of
management

» Public service employment
cannot provide performance
incentives

> That the Sector should move W; Secure investment for

> Reform of the Public Sector
will not allow the sector to
meet the reform Objectives

from full Public Sector infrastucture
management to a high level of | > Improved operating efficiency
| Private Sector gement. » Increased service coverage !

» That the form of large scal > Will ensure PO competition
» Sector performance not
k!

Private Sector Participation
must be attractive to the atractive at present
ivate sector
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31. 32.
Three Selected Options for Three Options Short-listed and
Private Sector Participation in Analysed

Service Delivery

* Options Considered in Detail
- Comprehensive Management
Contract for all towns - an Alliance
- A lease contract for a significant
group of large towns
- A concession contract for a few
towns

The Alliance — Takes on all WSAs/towns, is founded on a
“most accessible” form of PSP, a management contract, but
deals with the whole urban sector

The 1.case - Takes on a package of large WSAs/towns
through a lease arrangement (more sophisticated PSP) with
a public sector framework forr managing the remalning
WSAs/towns.

Thi Concession - Takes on Kampala/Entebbe/Jinja (with
possibly some extension of the area) through a concession
(with investment and BOOT obligatlens) with a public sector

framework for managing all the remaining WSAs/towns.
32

33.

34.

Reasons for aiming for a Lease
for a 33 Town Grouping

*A Lease is the highest form of PSP likely
to be secured for a significant urban

grouping.

KEJ Concession covers only 55% of the
urban population, and is not in the best
interests of the sector.

*A Lease for 33 towns extends the lease to
towns above 15,000 population. .

Reasons for choosing a Lease
for a 33 Town Grouping

- This grouping targets 88% of the urban
population.

- The grouping strikes the balance between
financial, social, subsidy issues, and
economies of scale.

*The lease can commence with a smaller
group of say 15-18 towns with ongoin?
extension of the grouping under the lease.

34

35.

36.

Government Investment
(Subsidy) requirements

4 460
8
-
=
-
™3
¥
>
o
g
L
E
LA
1723
=
0
No reform Alliance Lease Concession
for 78 for 33 for7 '

Institutional Framework
(NEMa] [ REGULATOR | @w@ MoLG

A ~
Concesy 8 7 . Performance
Board // ~Controe:
Members e K N
N e CRETR ;
Local Gev / Lease
T Contract
1 The AHA has i
‘\ delegated i
L authority } [LOC&‘ Go
for the daily J iy
| !
WSSA Rural sector
R > . ;
fined WSA ‘ TRansiTion | OF !
Defined WSA's |
WUA

(45_(0wns) o 6
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Roles and Responsibilities

Function Responsibility ‘
Central (Local (Private  |Consumer
Govt. | Govt. | Operator

Policy

Regulation

-Tarrif

-Monitoring and supervision
Integrated Infrastructure
Planning

Infrastructure
Development

Operation & malntenance

37

38.
Roles and Responsibilities
Function Responsibility
I Central [Local |Private |[Consumer
Govt. |G Op
Customer Care
-Marketing
Complaints

-Requests for Connections_|
Protecting the interasts of
the people

Connection Management
-Consumer Connections
-Meter Reading
Financial Management
-Billing

-Revenue Coliection
-Enforcement of payment
Paymaent of Bills,

On site main

39.

40.

Implications of the Reform

- There will have to be a rationalisation of
Policies and changes to the Legislation

+ Government and Development Partners will
have to commit to new Sector targets and
investment plans

+ Rationalisation of roles and responsibilities
between National & Local Government will
have to undertaken

Implications of the Reform

+ Existing institutions will have to be
reorganised (MWLE, DWD, NWSC & Local

Government) and new institutions (the AHA

and WSDA) formed.

- Improved co-ordination and linkages
between the water sub-sectors will be
required

- Integrated planning of service provision
will have to be improved

40

41. 42.
Outputs and Benefits of Outputs and Benefits of
padfnd Reform Reform

s o v——E
o4 3 u—

A vision and strategies for the Sector
which are supported by all stakeholders

& A Governance and Regulatory Framework to
support reform

#sAn appropriate institutional framework
with suitable incentives for effective
management -

esFinancially sustainable and cost effective
operations

& A decrease in the Government's
financial burden

&Increased Private Sector Participation

#Improved investment efficiency

&Increased coverage of water and sanitation
services

42

RCWSS/2-01/1.38, The political economy of water sector reform




Volume ll; Papers & Presentations, Reform of the Water Supply & Sanitation Sectorin Africa.,

43.

Page 29

44,

Outputs and Benefits of
Reform

£5An ability to obtain finance for
capital investment

#Improved quality of services

& Support to poverty alleviation and
reduction

&Improved public health

&Increased economic activity

The Way Forward

Finallse the
Proposals:

Finish the Study v
Bulild Consensus g
Gain governme 3 :

nt,
approval /

Dec. 2000

June 2004 10 years

45.

46.

Current Management Initiatives

» Improving Operating Efficiency of NWSC
Schemes:

— Contracting out management of Kampala
— Performance contracts for individual towns

Current Management Initiatives

+ Improving operating efficiency of towns
under local Government through
management contracts.

— Private Operators

— Restructuring NWSC — Local Governments
— Performance related subsidies from Central ~ Performance related subsidies from Central
Government Government
45 45
47. 48,

A Unified Approach To Management
of Water and Sanitati

ta managing Water
Resources, Water

Supply and
Sanitation and an

Functions of the DWD

The executive arm of the MWLE
Overall co-ordination of the sector

Technical advise and support, especially
in the rural Sub Sector

Water resources management
Monitoring environmental water quality
Monitoring compliance of abstractions
Research and Development

49

RCWSS/2-01/1.3B, The political economy of wafer sector reform




Volume'll, Papers & Presentations, Reform of the Water Supply & Sanitation Sector in Africa., Page 30

49,

50.

Functions of the AHA

* Fully responsible for all infrastructure
investment planning and execution

* Hold all fixed assets in the single lease
grouping

* Sources the funding for the investment plan

* Manage the investment portfolio

* Manage the Urban Water Fund

* Monitor the operations of the PO

50

Role of Local Government
* Input into planning the expansion of

infrastructure:

- Prioritisation of expansion

- Facilitation: town planning, land, access
etc

* Local Regulation and Local Representative
of National Regulators

* Public Health Regulation
- Sanitation Standards
- Pollution control s

5.

52.

Role of Local Governments

* Party to tariff consultation with the
Regulator

* Advocacy of peoples rights - protecting
the interests of the people

* Appropriate Sanitation in public areas
(septic tanks and VIPs)

* Representation on the Board of the AHA

Functions of the Lessee (PO)

- Fully responsible for the operation and
maintenance of all water and sewerage
services:

- Water Treatment and Distribution

~ Piped waste water collection and treatment

- Limited extensions

- Connections

- Metering

~ Billing

- Revenue collection

~ Customer relations management i

53.

54,

The WSDA

+ The smaller towns which are not in the
lease would be managed locally by Water
and Sanitation Service
Authorities(WSSA), or Private Operators

+ The WSSA would be supported by a
Central Government Water and Sanitation
Development Agency (WSDA), similar to
the way DWD was functioning.

+ The WSDA would be accountable to
Government for service delivery in the
towns but may not provide the services
itself 54

Key Functions of the WSDA

« Accountable to Government for the
provision of services in the smaller
towns

» Owns the Assets.

* With Local Gavernment plans and
procures extensions to the services

- Support & facilitate service provision
at local level through WSSAs, Private
Operators, WUAs & NGOs 55
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59.

56.

Key Functions of the WSDA

Assist Local Government to prepare
Business Plans

Prepares standard procurement
contracts and, with local government,
enters into contracts with Private
Operators

Drive best practices for water supply
and on site sanitation

Prepares towns for transition into the
Lease group.

56

Key Functions of Local Governments
in the Smaller Urban Towns

* The Local Governments play a central
role in this environment
- Develop water and sanitation plans
- Prioritise projects
- Education exercises
~ Local regulation and supervision

Act as enabler!!

37

57.

58.

Aligning Urban and Rural Water
and Sanitation Strategies

* There is alignment regarding the following
components of the strategies
- A demand-driven approach

- Support for decentralisation(Strongly
supported by WSDA)

Bottom up planning (especially in the WSDA)
- User responsibility for facilities

A package approach

CCC by users and full responsibility for O&M

t

58

Process for the Study and Consultations

Government Decides fo Reform, Sept 1997
ToR, Tender Documents & Procurement, 1998- June 1999
Study Commenced, Sept 1999
Initial Investigations (

1. Inception Report
Workshop (Oct 99)

2. Entebbe Workshop Situation Assessment

Interim Report (Dec 99
Identification of Reform Options [37g 4  Tour Report
and Study Tour Jan/ Feb2000 (Feb 2000)
4. Concept Briefing Doc.| Discussion of options, Feb to May 2000
March 2000]
Preliminary proposal 5. Working Groups
(May 2000) & workshops (May 2000)
R

_CumFLEseeking, May & June 2000
6. Draft reform paper| y -
July 2000} Draft proposal, July 2000 -

[ i 7. Donors, Local
—___E~ Consultations, June to Sept 2000 Fassininty
K Stakeholder Workshops other stekeholders
\ i s J_(An & Sept 2000]

59,

60.

The Scope of The Study

P

Financial Comparison of
Alternatives
+ Alternative 1, 78 Town alliance
~ Govt. Investment = $ 348 million in 10yrs
- Alternative 2, 33 Town Lease +WSDA
- Govt. Investment = $ 208 milfion in 10yrs
« Alternative 3, Concession for 7 Towns

+ WSDA
- Govt. Investment = $ 252 million in 1Qyrs

+ Stay as we are, Public Sector

management
- Govt. Investment = about $460 million in
10 yrs. 6
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George Clarke ‘Word ‘Bank

A. THE POLITICS OF WATER REFORM

Introduction

Although reforming infrastructure by introducing private sector participation and improving regulation can produce
large societal gains, the gains are often unevenly distributed. When reform hams politically powerful groups,
they can often find ways to slow, or stop, reform at the expense of the rest of society. Recognizing the factors
that determine whether a group can block reform is vital if advocates want to maximize the probability of reform.
This note summarizes results from a World Bank study that looked at the political determinants and economic

effects of urban water reform in six large cities in developing countries.1 Four of the cases involved private
sector participation, while two involved reforms of state-owned enterprises (see Table 1). This note summarizes
the political factors that affected the decision to reform and determined the type of reform that was implemented,
while a companion note summarizes the factors that affected the success of reform.

Winners and losers from reform

Whether reform is politically desirable and feasible will depend upon the likely size and distribution of gains and
losses, and how important potential winners and losers are to political decision-makers. In turn, initial sector
conditions determine how reform affects different groups. Groups of particular interest include connected
households, non-connected households, taxpayers, workers and private investors involved in the sector. In the
rest of this section, we discuss the factors that affect how different groups are affected by reform of the urban
water sector, and why.

Connected Customers

Reform will affect connected users primarily through its effect on water and service quality and prices. Since
quality improvements are most likely in cities where prices were set below marginal cost, quality and price often
affect current consumers in opposite ways.

Water and Service Quality. When the public utility operated inefficiently before reform, reform can benefit
current users by improving water or service quality. Quality was poor in most of the case-study cities before
reform, but was worst in Conakry and Lima. In Conakry, the water system was on the verge of collapse. Service
was infrequent, water was visibly polluted and unaccounted for water was high (see Figure 1). Low prices,
combined with weak billing and collection, meant that maintenance was inadequate and it appeared that a major
reform would be needed to avoid system collapse. The water system in Lima faced similar problems. Nearly half
of customers received water for less than 12 hours a day and over a quarter received water for less than six
hours a day. Despite the arid conditions and the high cost of raw water, 43 percent of water production was lost
due to leakage or theft (see Figure 1). Further, due to a lack of clean water and a failure to remove and treat
wastewater, waterborne diseases had become a major cause of morbidity and mortality, especially in the poorer
areas of Lima. Consequently, in these two cases, quality improvements compensated customers for the price
increases that accompanied reform.

k Considerably more detail on the situation before reform, the effect of reform, and the cost-benefit methodology is available in the case studies and the
synthesis paper. The six case studies are summarized in Mary Shirley and Claude Ménard, 2000. “Cities Awash: Reforming Urban Water Systems in
Developing Countries.” Policy Research Working Paper, World Bank, Washington DC. The six case studies are: (Abidjan) Claude Ménard and George
Clarke, 2000. “Reforming Water Supply in Abidjan, Céte d'lvoire: A Mild Reform in a Turbulent Environment.” Policy Research Working Paper 2377, World
Bank, Washington DC; (Buenos Aires) Lorena Alcazar, Manuel A. Abdala, and Mary M. Shirley, 2000. “The Buenos Aires Water Concession.” Policy
Research Working Paper #2311, World Bank, Washington DC; {Conakry} Claude Ménard and George Clarke, 2000. “A Transitory Regime: Water Supply
in Conakry, Guinea.” Policy Research Working Paper 2362, World Bank, Washington DC; (Lima) Lerena Alcazar, Lixin Colin Xu and Ana Maria Zuluaga,
2000. “Institutions, Politics and Contracts; The Attempt to Privatize the Water and Sanitation Utility of Lima, Peru.” Policy Research Working Paper 2478,
World Bank, Washington DC; (Mexico City) Luke Haggarty, Penelope Brook and Ana Maria Zuluaga, 2000. “Thirst for Reform? Private Sector
Participation in Urban Water Supply: The case of Mexico City's Water Sector Service Contracts.” Policy Research Working Paper, World Bank,
Washington DC; and (Santiago) Mary M. Shirley, Lixin Colin Xu, and Ana Maria Zuluaga, 2000. “Reforming the Urban Water System in Santiago, Chile.”
Policy Research Working Paper 2294, World Bank, Washington DC. These papers form part of a forthcoming book, Thirsting for Efficiency, from Elsevier
Press.
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Figure 1: Unaccounted for Water before reform.

Note: Unaccounted for water is the difference between
volume of water distributed and water sold. It includes
physical losses from pipe breaks and overflows and
commercial losses from illegal use and unregistered
connections. Estimates in Guinea ranged between 35 and
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In contrast, in two of cities, Abidjan and
Santiago, the water systems were already
performing well. In Abidjan, a private operator
had been responsible for sector operations for
nearly 30 years. Unaccounted for water was
low (see Figure 1), and water quality and
pressure were good, especially by regional
standards. Similarly, service appeared
adequate in Santiago. Although unaccounted
for water was relatively high (see Figure 1), it
had been improving and cutoffs were not
frequent by regional standards. Consequently,
in these cities, there was little pressure from
current users for improved service.

Price of Water. When prices are set below
marginal cost before reform, price increases
are often necessary or desirable, since setting
usage price equal to marginal cost is
economically efficient. Further, even if the
government is willing to subsidize tariffs

60 percent.
higher estimates seem more reasonable.
Mexico City ranged between 37 and 47 percent.

Based upon the post-reform experience, the
Estimates for

through general tax revenues, private operators
might be wary about relying upon subsidies if
they are unable to enforce contracts with the
government {(e.g., when the judiciary is

politically dependent). For example, the
governments of both Guinea and Céte d'Ivoire
failed to pay for their own water consumption
for long periods before and after reform. In
these cases, it is unlikely that a private
operator would have been willing to rely upon
subsidies being transferred in a reliable
manner.

However, large price increases are painful for
consumers, especially when water use was
not billed before reform. In four of the six
cases, prices were below estimates of long-
run marginal cost (see Figure 2 for pre-reform
prices in each city). In Lima and Mexico City,
raw water was expensive and, therefore, even
if efficiency improved significantly after reform,
large price increases were needed. Although
an abundant source of cheap water was
available in Conakry, the marginal cost of
water was high for other reasons. In

Limo s

Abidjan
n
Santiago [

Figure 2: Average price of water before reform.

Note: Average price is revenue collected net of indirect taxes
divided by cubic meters of consumption (Production less
unaccounted for water). Pre-reform price is for 1984 for
Guinea. Price in Lima includes sewerage.

particular, a small number of customers were spread over a large area and per capita consumption was low

(most connections were private taps in yards)

2

Although prices were also below estimates of marginal cost in

Santiago, the estimated marginal cost was low and the required price increases were modest. In Buenos Aires
and Abidjan, prices were close to estimates of long-run marginal cost and, consequently, price increases were

not necessary (see Table 1).

: In 1989, the World Bank estimated that the Average Incremental Cost (AIC) of water in Conakry was US$0.82/m3. In comparison, the long-run marginal
costs in Mexico City and Lima were $0.41-30.82 and $0.45 respectively. Although it is difficult to compare these estimates, which were computed in
different ways and are slightly difference concepts, this indicates that large price increases were necessary in Conakry (see Figure 2).
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Non-Connected Households

When the connection rate before reform was high (e.g., in Santiago and Mexico City), non-connected households
were less likely to benefit from reform and, therefore, less likely to support reform. In contrast, in cities where the
connection rate was low (e.g., in Lima, Buenos Aires, and Conakry), non-connected households could potentially
benefit from reform and, therefore, might support it. However, the benefit to non-connected households
depended upon what alternate sources of water were available, whether the reform was likely to increase system
expansion and how system expansion was financed.

When the marginal cost of piped water was high relative to altemative sources, low-income households were
less likely to benefit from reform. In Conakry, most non-connected households got water from wells and,
consequently, were unwilling to pay high prices for piped water. Although the wells were polluted and the health
consequences could be severe, consumers may have been unaware of the full cost. In contrast, when non-
connected households get water from expensive water vendors, they are often willing to pay relatively high prices
for piped water.

The cases also suggest that system expansion is more likely when reform involves direct private investment
(e.g., concessions and full privatization). However, in some cases, reform increased resources for investment in
other ways. For example, reform increased the resources available from donors in Conakry. In Santiago and
Abidjan, reform managed to increase investment by improving collection or investment efficiency, even though
there was little direct private investment.

Even when there are many non-connected households, poor households were often credit constrained and,
therefore, unable to pay the up front cost of a new connection. For example, the high infrastructure charge
(between $1,100 and $1,500) in Buenos Aires meant that many poor households could not afford to become
connected. In several cases, including in Santiago and Abidjan, this problem was tackled by subsidizing
connection fees through the water tariff or general government revenues. Although this increased the benefits to
non-connected households, it sometimes caused tension with existing (often middle-class) customers who then
faced higher prices. Further, it was not always possible to finance investment through fariffs. For example, the
initial customer base in Conakry was too low to finance system expansion in this way. An alternative strategy to
make infrastructure charges more affordable is to provide the option of a financed payment plan - often, even
when they are willing to pay connection fees, poor consumers are liquidity constrained.

Taxpayers

In several of the cases, the govemment heavily subsidized the water sector before raform (e.g., in Conakry,
Lima, and Mexico City). Reform was intended to allow the government to reduce these subsidies in several
cases {e.g., in Mexico City) and to relax constraints on investment due to restrictions on public borrowing in

others (e.g., in Abidjan).3 Although taxpayers can benefit from reform when subsidies are high, since the costs of
subsidies were spread over a large number of taxpayers while the benefits are heavily concentrated an particular
groups or in particular regions, taxpayers often provide little support for reform in normal circumstances.
However, in several cases, fiscal crises changed the governments’ political calculations by increasing the cost of
subsidization. Inflation also increased the desirability of reform, since it eroded cost coverage due to failures to
increase nominal tariffs in line with inflation.

Workers

Workers and managers were often concemned about job losses following reform, especially when the public utility
was overstaffed (see Figure 3 for information on staffing before reform). The influence that workers had
depended upon whether workers were heavily unionized, whether politicians were heavily dependent upon
worker (or union) support, and upon the broader credibility of the unions. For example, although the unions in
Buenos Aires opposed private sector participation, they were unpopular with the population at large. Further, the
unions had supported President Menem during his election campaign and had few attractive alternatives to
switch their support to if he enacted policies they opposed. Consequently, they were unable to effectively
oppose sector reform. To reduce opposition from workers, governments took steps to allow workers to benefit
from reform in several of the case studies. For example, laid-off workers were given training and equipment to

? This was also the main motivation for water privatization in the United Kingdom, where significant investment was needed to meet EU standards for water
and beach quality.
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allow them to set up cooperatives to bid for public works contracts in Conakry. Similarly, in Buenos Aires,
workers were promised a 10 percent ownership share in the new company.

Private Companies

A final group affected by reform were the
private investors and companies involved
in the sector.  Although the major
beneficiaries were often the big
intemational companies that dominated
the water sector, local partners and
construction firms also were affected.
Whether local construction firms gained or
lost depended upon several factors. |If
reform increases the resources available
for system expansion, local construction
firms could benefit if they could bid for .
investment contracts. However, reform Figure
introduced a new competitor — the private 3: Employees per 1,000 Connections before reform.

operator ~ that had an informational or

50

procedural advantage over its local competition. For example, the private operator in Abidjan could implement
small investment projects without going through formal bidding. When the private operator is responsible for
system expansion following reform (e.g., a concession or sale}, the effect on local firms depends uporn how much
investment the operator contracts out compared to the public operator.

In addition to affecting private sector companies involved directly in the water sector, reform can have an indirect
effect on other groups with an interest in sector expansion. In Santiago, construction companies benefited from
reform because slow system expansion under the public company had made new house and office construction
more difficult. Finally, when politicians use public works for patronage or kickbacks, giving the private operator
control over investment can be politically costly and, therefore, might reduce the political desirability of reform.

Determinants of Reform in Case Study Cities
Although reform affected different groups in the different case studies, this variation alone does not always

explain why reform took place in some cases but failed to take place in others.! Conakry and Lima provide an
interesting contrast, since the benefits of reform seemed large in both cities and the costs were similar:

1. The coverage rate was very low in both cities indicating that non-connected households could potentially
benefit from increased coverage.

2. Prices were far below most estimates of long-run marginal cost, meaning that prices would have to be
raised for the systems to become self-supporting. Although price increases would harm connected
households, those who could afford to pay the higher prices might benefit from improved water and
service quality — something that was a problem in both cities.

3. Although both utilities were overstaffed, unions were not strong, making opposition from workers less
salient.

4. Both countries had low credibility with private investors by regional standards, making private involvement
in the sector more difficult. This problem was especially severe in Guinea.

Notwithstanding these similanties, the outcomes were quite different. An ambitious reform was initiated in
Conakry, while reform attempts largely failed in Lima (see Table 1). This was due to two significant differences
between the two cities. First, although prices went up for connected customers, the political effect of the
increases was different in the two cases. In Guinea, the government was not heavily dependent upon support
from the small minority of relatively wealthy consumers who had connections and, therefore, the price increases
were less important to its support base. In contrast, President Fujimori was heavily dependent upon the support
of the urban poor in Lima - and increases planned for connection fees and the price of water reduced their
benefits from a concession. Second, in Guinea, donor support for investment was dependent upon the

) Support for and opposition to reform in each of the cities is summarized in Table 2.
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introduction of private sector participation into the sector. In contrast, in Lima, donors provided support to
rehabilitate the water and sewerage systems before the concession was implemented. Although the project was
designed only to address the worst defects, it seems likely that this support reduced the pressure for change.

In Mexico City, the main motivations for reform were externalities due to overexploitation of the underground
aquifer and the drain on public finances caused by sector subsidies. However, the political benefits from
privatization were small, since coverage was high and service was reasonable for most users. Further, large
price increases would have been needed to meet the high cost of bringing water to the city. The politically
sensitive nature of water pricing meant that this could result in a political backlash, threatering the government's
efforts to regain support in Mexico City. Under these circumstances, the government decided to implement a
relatively minor reform with controversial items delayed until later stages, which have subsequently been
repeatedly delayed.

In Santiago and Abidjan, the problems were far less pressing. The existing utilities were performing adequately
and there was little danger of imminent collapse. In Abidjan, a macroeconomic crisis reduced public resources
available for investment, threatening the long-term development of the sector. However, the crisis did not have
an immediate impact on sector operations and, therefore, current customers would be unaffected in the near
term. In Santiago, reform was initiated under the Pinochet government, which was ideologically committed to
privatization. However, since the sector was performing reasonably well and the administration did not anticipate
losing power, privatization was not a high priority. The Pinochet administration delayed water privatization and
was not prepared for losing a referendum calling for new elections and, subsequently, the elections. The new
government was ideologically opposed to privatization, but it did implement reforms in pricing and regulation.
Consequently, it is not surprising that minor reforms were implemented in these two cities.

Finally, a concession was implemented in Buenos Aires, the city where the situation was the most conducive to
reform. Because prices were above estimates of long-run marginal cost, price cuts for connected wealthy and
middle class customers could be implemented at the time of reform. Further, it was hoped that private
investment would allow poor and middle class households who were not connected to the system to become

connected.” The main opposition was from workers who, as noted above, were politically weak and had littie
leverage over the Menem administration.

Summary

For reform to be implemented, several conditions appear necessary. First, the reform must be politically
desirable. This is more likely when the public operator is performing poorly and when government supporters
benefit from reform — usually through improved quality, system expansion or reduced subsidies. Second, the
reform has to be politically feasible. If the govemment relies heavily upon groups that will lose from reform
through price increases or job losses, reform will be unlikely.

? In practice, because connection fees were used to finance expansion of the secondary network, many poor households could not afford to connect,
resulting in contract renegotiations.
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Table 1: Planned and Implemented Reforms in Case Study Cities.
vl Conakry, Santiago, | Lima, T Mexico City i;lri:?s
dIvolre Guinea Chile Peru Argentina
Year of Reform 1987 1989 1989 1992 1993 1993
Fragmented
management
Situation before Autonomou delegated to
Ref Lease 2 mg{”’ﬂem s Public SOE several S0E
erorm vy Entity municipal
government
agencies
Type of Reform - b Concessio Management Concessio
Planned Lease Lease Sale n Contract n
Type of Reform - b Service Concessio
Implemented Lease Lease SOE SOE Contract n
Sector Operations Prior to Reform
Were prices significantly
below estimates long-run No Yes Yes Yes Yes No
marginal costs?
Estimated Coverage. 72% 4 38% 93% 15% 95% 10%
Cutoffs were Frequent Frequent Poor water Occasion
Service Quallty rare. Water cutoffs, water Occasional cutoffs, quality in al cutoffs,
quality was was non- Cutoffs Low some areas Low
good. potable pressure Pressure
Was water consumption
unsustainable? No No No Yes Yes No

2 | ease contract with some characteristics of management contract — compensation for utility was based upon
projected consumption.
b New lease contract gave private operator greater responsibility in planning and implementing investment and
compensated private operator based upon actual consumption.

¢ Formally, utility was autonomous agency. In practice, it operated as if it were part of the Ministry of Natural
Resources and Environment
4 Includes customers who received water from standpipes and neighbors’ connections.

Table 2: Political Support for Water Reform in the Six Cities.

Abidjan, Céte Conakry, , . . e Buenos Aires,
dlvoire Guinea Santiago, Chile Lima, Peru Mexico City Argentina
Year of 1987 1989 1989 1992 1993 1993
Reform
i 7
Were Yes {but gains I{zilgbgégams No. stéte
Beneficiarie | would be small). small) Main Supporters companies who Yes.
s of Reform Main benefit of Su 0' ers supporters would mainly won pcon'tracts |t was hoped that
Important reform would be pporter building and gain (in suburban poor
P woutd main! g would be useful 4
Supporters reduced need for ain throu hy construction medium term} when ’ would benefits from
of public resources geneﬁcial ?effect industry) from improved overnment was increased
Governmen to finance t supported the fiscal situation gove funds f coverage.
t? investment. on governmen opposition a raising 1unds tor
' finances 1994 campaign.
Were No LNJSb an elite with ;cexs)r and Yes El?ﬁough unions
Opponents Plénne d reform water middle income Stroln labor were important
of Reform ; . Yes. Workers households g supporters of the
was quite connections opposition to
Important were would be hurt government, they
Supporters modest and, were ot supporters of by price reform and urban had low credibility
therefore, there important . consumers
of little oubli f government a increases or Id be hurt b and could not
Govemmen was ".tt.e public sqlptponerso high wou G’d urt by credibly threaten to
t? opposition. mc;\::rrgment connection ncreased prices. switch support to
9 ' charges opposition parties

a Reform initiated under previous regime. The building and construction industry was an important constituent for
previous regime.
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B. EFFECT OF REFORM ON PERFORMANCE OF URBAN WATER UTILITIES

Introduction
In the late 1980s, the poor performance of state-owned urban water utilities in many developing countries
encouraged govemments to experiment with reform. This note summarizes results from a World Bank study that

looked at reform attempts in large citfes in six developing countries.” In three of the reforms, the govemments
introduced private sector participation — a concession in Buenos Aires, Argentina; a lease in Conakry, Guinea
and service contracts in Mexico City (see Table 3). In a fourth case, Abidjan, Cote d'lvoire, the govemment
increased the existing private operator's investment responsibilities. In the two remaining case studies — Lima,
Peru and Santiago, Chile - the govemments failed to introduce private sector participation as planned and,
instead, implemented reform that left state-owned enterprises in charge of sector operations. This note
discusses the outcomes and lessons of the different reform attempts, while a companion note discusses the
political factors that influenced decisions to reform.

Outcome of Reform

In this subsection, we briefly discuss the effect of
reform on several measures of sector performance:

Lima §

already high before reform and, consequently,
reform did not have a large effect on coverage in
these cities (see Figure 4). In contrast, coverage in
Buenos Aires and Conakry was relatively low, by
respective regional standards, before reform. In both
cities, private sector participation dramatically
improved coverage. In contrast, reform of the public
operator, without increased private  sector
participation, failed to improve coverage in Lima.
Finally, although coverage was already high in

coverage, prices, productivity, and the overall impact 100%

on welfare. Details of the effect of reform on these, gg,,f: ]

and other, performance indicators are included in 70% 118

Table 3. Shidey and Ménard (2000), and the o Ik

individual case studies, contain far greater detail on 40% ¥

performance outcomes in each city. ZSZ" ]
10% -

Coverage. Access in Santiago and Mexico City was 0% -+ -

£

Abidjan
Conckry §
Santiago

Buenos E

Aires

[E] Pre-reform W 199(?‘

Figure 4. System coverage before and after reform.
Note: Data for Abidjan and Conakry includes people who
get piped water from neighbors connections and
standpipes. Pre-reform data for Mexico City is for 1990
and post-reform data for Buenos Aires is for 1995.

Abidjan before reform, at least by regional standards,
it increased significantly following the increase in private sector involvement in investment.

’ Considerably more detail on the situation before reform, the effect of reform, and the cost-benefit methodology is available in the case studies and the
synthesis paper. The six case studies are summarized in Mary Shirley and Claude Ménard, 2000, “Cities Awash: Reforming Urban Water Systems in
Developing Countries.” Policy Research Working Paper, World Bank, Washington DC. The six case studies are: (Abidjan) Claude Ménard and George
Clarke, 2000. “Reforming Water Supply in Abidjan, Céte d'lvoire: A Mild Reform in a Turbulent Environment.” Policy Resiearch Working Paper 2377, World
Bank, Washington DC; {Buenos Alres) Lorena Alcazar, Manue! A. Abdala, and Mary M. Shirley, 2000. “The Buenos Aires Water Concession.” Policy
Research Working Paper #2311, World Bank, Washington DC; (Conakry) Claude Ménard and George Clarke, 2000. "A Transitory Regime: Water Supply
in Conakry, Guinea.” Policy Research Working Paper 2362, World Bank, Washington DC; (Lima) Lorena Alcazar, Lixin Colin Xu and Ana Maria Zuluaga,
2000. “Institutions, Politics and Contracts: The Attempt to Privatize the Water and Sanitation Utility of Lima, Peru.” Policy Research Working Paper 2478,
World Bank, Washington DC; (Mexico City) Luke Haggarty, Penelope Brook and Ana Maria Zuluaga, 2000. “Thirst for Reform? Private Sector
Participation in Urban Water Supply: The case of Mexico City's Water Sector Service Contracts.” Policy Research Working Paper, World Bank,
Washington DC; and (Santiago) Mary M. Shidey, Lixin Cofin Xu, and Ana Maria Zuluaga, 2000. “Reforming the Urban Water System in Santiago, Chile."
Policy Research Working Paper 2294, World Bank, Washington DC. These papers form part of a forthcoming book, Thirsting for Efficiency, from Elsevier
Press.
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Prices. In four of the six case study cities, prices before reform were set below long-run marginal cost before
reform (see Table 3). In three of these four cities, Conakry, Santiago and Lima, prices increased dramatically
following reform, bringing them closer to long-run marginal costs. It is important to note that these increases
occurred in two cities, Santiago and Lima, where reform did not involve private sector participation. In Mexico
City, prices remained below marginal cost, primarily because price increases would have been difficult due to
political pressure. In the two cases where prices were set close to or above long-run marginal cost, increased
private sector participation did not result in

significantly higher prices. In fact, prices fell
significantly in Abidjan.

28‘_28 Strikingly, prices were far higher in the two
$0.70 African cities than they were in the Latin
$0.60 American cities.  Although there were many
28:28 reasons for the high prices in Africa, one
$0.30 important factor was that the govemments of
$0.20 these countries consistently failed to pay their
$0.10 “ water bills in a timely manner. Since the
$0.00 < o o, o g 2 government accounted for over 25 percent of
z E £ 5 z g 35 £ sales in both countries, this affected prices greatly

= e & - - in Guinea, for example, provisioning for unpaid
[@PreRoform W1996 | bills accounted for over 20 percent of revenues

from water sales between 1990 and 1996.

Figure 5: Average price of water before and after
reform. Labor productivity. Labor productivity improved
Note: Average price is revenue collected net of indirect | in all of the case study cities following reform.
taxes divided by cubic meters of consumption (Production | The smallest change was in Santiago, which had
less unaccounted for water). Pre-reform price is for 1984 | the fewest employees per 1,000 connections
for Guinea and post-reform price for 1995 for Buenos | before reform. The most dramatic improvement

Aires. Price in Lima includes sewerage. was in Conakry, where labor productivity was
significantly lower than in any of the other case

study countries before reform. However,
productivity remained lower in Conakry than in any other country despite reform. In contrast, productivity
improved only modestly in Mexico City, despite the fact that its pre-reform productivity was also very low by
regional standards.

Welfare gains from reform. In addition to these, and other, standard measures of performance, four of the

case studies included detailed cost-benefit
analyses, which assessed the magnitude and

distribution of the gains from reform.” Of these
four cities, the largest (total and per capita) gains
were observed in  Buenos Aires, which
implemented the most ambitious reform,
transferring responsibility for both operations and
investment to the private sector (see Table 4).
However, the per capita gains from reform were
also large in Santiago — a reform that did not
involve an increase in private sector participation.
We discuss reasons for the gains in Santiago,
despite the absence of increased private sector
participation, in the next section. Although the
per capita gains in Conakry were smaller than in | ;0,6 6: Employees per 1,000 connections before
either Santiago or Buenos Aires, there were still | o4 arter reform.

significant, especially considering that per capita

tima

=
2
=
=)
=T

Conakry
Scntiago

[ Pre-Reform M1996

"The methodology used to caiculate the welfare effects of reform is described in Galal, Ahmed, Leroy Jones, Pankaj Tandon, and Ingo Vogelsang, 1994.
Welfare Consequences of Selling Public Enterprises: An Empirical Analysis. New York, Oxford University Press. We were unable to perform the cost-
benefit analysis for Abidjan and Mexico City due to insufficient data.
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inco_me is far lower in Guinea than in either Chile or Argentina. The gains from the reform in Lima, which also did
n_ot involve increased private sector participation, were smaller than in the other cases. Further, the total gains in
Lima were less than one-fifth of the anticipated gains from a concession that, had it met the targets proposed in

the concession contract.’ Consequently, even if a private operator had missed the targets by a significant
amount, the gains from implementing the concession contract would have been larger that what was achieved
under public ownership.

Lessons

Private Sector Participation.

Although private sector participation was not the only factor encouraging improved sector performance ~ and
performance improved significantly in Santiago without it — private sector participation did result in improved
performance, even in weak institutional environments. Most notably, the largest per capita welfare gains
occurred in Buenos Aires (see Table 3), which awarded a concession contract to a private operator. Further, in
the other city that introduced significant private sector participation at the time of reform, Conakry, post-reform
performance was far better than could have been expected under continued public operation. Under private
operation, capacity more than doubled, water and service quality improved, and coverage expanded. Although
the weak institutional environment reduced the magnitude of the gains, it is hard to see how public ownership
would have improved the situation. The largest problem in Conakry ~ the high price of water — was largely due to
non-payment by private consumers and the govemment. However, the public utility had been even worse at
billing and collecting before reform than the private operator was following reform.

The experiences in Lima, Mexico City and Abidjan provide further evidence of the benefits of private sector
participation. As noted above, in Lima, the total gains from reform were far smaller than the anticipated gains
from a concession contract. In addition, although there was insufficient data to perform a cost/benefit analysis for
Mexico City, other performance indicators suggest that limited private sector participation in Mexico City resulted
in only small gains (see Table 3). Finally, the continued strong performance of the private operator in Abidjan
further demonstrates the long-term benefits of private sector participation, even in a weak institutional
environment.

In summary, although private sector participation is likely to be more successful when regulation is strong and
the govemment cannot renege on its contractual obligations, the case studies suggest performance gains are
possible even under difficult conditions. Although private operators might find it harder to improve sector
conditions under these conditions, public operators appear to perform even worse.

Regulation

Although performance improved in the cities that introduced significant private sector participation (i.e., Conakry
and Buenos Aires), performance also improved significantly in Santiago, where private sector participation was
not introduced. In this subsection, we discuss one plausible reason for this — improved regulation. Before plans
to privatize the operator were abandoned, the Chilean Government introduced & regulatory model designed to
provide credible regulation under private operation. The regulator was powerful, independent, politically
insulated and guided by detailed laws that left little room for discretion (see Figure 5). Further it paid salaries that
were above civil service norms and its staff was regarded as honest, professional and competent. Although
these regulatory characteristics are important when the reform introduces private sector participation, the
Santiago case study demonstrates the importance of strong regulation even when the operator remains state-
owned.

Broadly speaking, there are at least two issues when designing regulatory institutions. First, the government
should insulate the regulator from political pressure. This can be done this in various ways, including making the
regulator's revenues independent of the budgetary process (e.g., financing the regulator through sector fees),
preventing govemment officials from firing the regulator except under clearly defined cenditions, and making the
appointment of regulators independent of the political cycle. Second, the government needs to design
institutions to prevent private operators from “capturing” the regulator. Clearly defining regulatory procedures
and opening regulatory proceedings to the public can reduce the likelihood of capture by making it harder for the
private operator to put pressure on the regulator. Table 5 provides a brief description of regulatory institutions in
each of the case study countries.

’ See Alcazar, Xu and Zuluaga {2000).
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Although formal rules can protect a regulator from both political interference and capture, it is difficult to do this
when there are few checks on arbitrary government action. For example, if the regulator can not rely upon
judicial support for its decisions, the private operator will have little incentive to follow the regulator's rulings.
Similarly, if the judiciary is dependent on the executive, regulatory independence might not be adequate
protection against government expropriation. In several cases, the contracts tried to provide substitutes for weak
domestic institutions. For example, the private operator in Guinea could appeal to an intemational organization
in disputes with the government. However, in the absence of an independent judiciary, intemnational institutions
cannot enforce decisions if they rule against the government. In practice, therefore, this was not an effective way
of resolving disputes. Instead, the private operator chose not to use this mechanism and, disputes were
resolved, or often not resolved, through informal negotiations between the government and the private operator.
Although, it is hard to design contracts and regulation to resolve problems created by weak institutions, the cases
suggest some actions that can improve regulation even when it is difficult to restrain arbitrary government action
or punish misbehavior by the private operator. In particular, institutions should be desigred so that:

i. The regulator can compel the private operator to provide relevant information.

i Regulatory responsibilities and powers are not divided between competing agencies.

ii. Regulatory procedures are transparent and are open to interested parties, including consumer groups.

Authority to compel the private operator to provide information. Informational asymmetries between the
regulator and the private operator were a major problem in our case. All of the contracts we studied provided for
the operators to report regularly on their performance and most had fines for failure to do so. Despite this, the
private operators routinely failed to provide the information required in several cases. In Guinea, the private
operator consistently failed to provide the public reguiator with required information in a timely manner. Most
notably, it failed to separate its accounts for regulated and non-regulated functions, despite contractual
obligations to do so. This made it difficult to assess whether the large price increases in Conakry were allowing
the private operator to eam monopoly rents.

The experience from our cases suggests that the contract between the private operztor and the govemment
should spell out informational requirements in detail and prescribe penalties for non-compliance. The information
should allow regulators to judge performance on contractual agreements (such as new investment or quality of
service). [n addition, private operators should provide accounts that separate regulated activities (e.g., water
supply) from unregulated activities (e.g., infrastructure projects implemented for the government). When the
private operator is responsible for operations in several urban areas, accounts should be produced by city or
region, allowing the government to assess how large cross-subsidies between regions are. Enforcing these rules
would have been hard in some of the case study cities, but it would help if penalties for non-compliance were
spelied out in detail and applied automatically. For example, price increases and contract renegotiations might
be refused until the private operator complies with its obligations. In addition, in some of the cases, bank
supervision missions were able to help regulators press for better information (e.g., in Guinea).

To be able to use this information to monitor and enforce the contract, the public regulator needs to be staffed
with sufficiently skilled workers. In the case studies in this project, the regulator was adequately staffed only in
Santiago (see Table 5). Aftracting well-qualified workers can be difficult under civil service pay structures,
especially in small, poor countries, where well-qualified personnel might not be interested in working for the
public sector. Although it is difficult to solve problems related to human capital, the cases suggest several steps
that governments can take to minimize them. First, regulators should be able to pay above usual civil service
standards. Allowing the regulator in Chile to do this meant that it could attract essential personnel more easily.
Second, regulators should be given well-defined and narrow responsibilities. In several cases, the regulators
were assigned additional non-regulatory responsibilities, aggravating the shortage of human capital. For
example, in Peru, the regulator was responsible for promoting and strengthening water companies, in addition to
regulating them. In Guinea, the public enterprise responsible for monitoring the contract with the private operator
was also responsible for planning and implementing investment. Third, by reducing regulatory discretion (i.e., by
having well-defined procedures), countries can reduce the informational burden on regulators and the operator's
motivation for pressuring the regulator. For example, the price setting procedure in Chile is relatively automatic
and is detailed in law, leaving the little room for the reguiator to tinker with the outcome.

Clear delineation of responsibilities. Even when regulators are politically independent, dividing regulatory
responsibility between several agencies can lead to inefficient outcomes. The case studies suggest that
problems caused by overlapping responsibilities are worse in weak institutional environments. In these
situations, disagreements between competing government agencies delayed decisions and increased
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uncertainty for the operator, who needed to get permission from several agencies with different priorities and
competing visions. When they were competing regulators, individual agencies’ responsibilities changed over
time as their political power rose or fell. This prevented regulators from building the skills needed to monitor the
operator and impeded information flows. It is telling that the regulators who were unable to provide us with the
information needed to perform the welfare analysis were in the two cities where public sector responsibilities
were divided between several agencies (Mexico City and Abidjan).

Although conflict between public agencies was a problem in several case studies, the problem was most severe
in Céte d'lvoire, where several public agencies were responsible for different aspects of sector policy. At the
time of reform, responsibility for supervising and monitoring investment, which was implemented and planned by
the private operator, was transferred between govermment agencies. However, the old agency remained
responsible-for monitoring the contract with the private operator and negotiating tariff changes, powers that it
used to interfere with investment decisions. The transfer, and the different skills and priorities of the two public
agencies, meant that the private operator had to negotiate with two squabbling agencies. This, in tum, slowed
sector development and created considerable tension. Although problems appear to have been resolved, at
least partially, by the late 1990s, divided and overlapping responsibilities interfered with sector operations for
close to eight years.

Since many World Bank projects involving private sector participation in the water sector include components
designed to set up an independent regulator, task managers need to be aware of the problems created by
divided regulatory responsibilities. In particular, although allowing the ministries and agencies responsible for the
sector before reform to keep control of some aspects of sector policy might reduce opposition to reform, this can
create problems in countries with weak bureaucracies. For example, a new requlator was created in Peru in
preparation for private sector participation. However, existing agencies continued to be active in the sector.

Transparent procedures. Although none of the cases scored high on openness, the experience from
developed countries suggests that transparent regulatory procedures, where interested parties, including
consumers, have a carefully delineated role in regulatory decision-making, can reduce the likelihood of regulatory
capture by the operator and make political interference more difficult for the government. When procedures are
non-transparent, it is difficult for the public to assess whether price increases are valid. For example, in Buenos
Aires, after revenue from charges for the secondary network were lower than anticipated, the company asked to
renegotiate the contract. However, the regulator and the private operator failed to reach agreement due, in part,
to partisan disagreement among members of the regulatory board. Ultimately, the impasse was broken through
the intervention of two Federal ministries. The partisan debate, and the political settiement, contributed to public
disillusionment with the concession and to a general sense that the public was not protected against arbitrary
price changes.

One way to avoid these problems is to restrict the regulator's discretion. To the extent that the regulator follows
well-documented and transparent procedures, the public will be able to assess the reasons for price changes.
Although limits on regulatory discretion and transparent procedures will be unlikely to fully protect the company
or consumers in weak institutional environments, it makes political intervention or regulatory capture by the
private operator more obvious and increases pressure of the operator to comply with informational requirements.

Metering

Metering is usually justified by the observation that when the marginal cost of water is high, metering can
encourage consumers to reduce waste. In several of the cases, most notably Lima and Mexico City, metering is
probably justified for this reason alone. In the other cities, the cost of raw water was low and water consumption
was below the sustainable level of abstraction. However, metering can be beneficial even when raw water is
cheap and plentiful, as the experience in Santiago illustrates. First, it increases the information available to
regulators and makes it easier to assess investment needs. Second, metering gives consumers control over
their bills, reducing opposition to price increases and allowing consumers to reduce their bills by fixing leaks and
curbing wasteful consumption. Finally, metering can increase price transparency, making changes appear less
arbitrary.  Although metering does not immediately eliminate non-transparent pricing, tariffs based on
consumption can reduce it.

Competition

The high cost of pumping water long distarices and laying pipes means that water distribution is a local business.
Further, since duplicating costly pipe networks is inefficient, water supply is likely to remain a local monopoly.
Therefore, it is not surprising that direct product market competition, other than tolerating water vendors (Mexico
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City, Abidjan and Conakry) and allowing self-supply (Abidjan and Conakry) was rare in the case studies.
However, competition can be introduced in other ways — most easily through allowing bidding over contracts.”

... Bidding was not widely used in the case studies. In Santiago and Lima, plans for introducing private participation

“were abandoned (at least temporarily) and public operators remained responsibie for sector operations. In Cote
d'lvoire, where the private operator had been active for nearly 30 years, the government decided not to bid the
contract, instead negotiating a 20 percent real price reduction with the existing operator. Further, reform reduced
the amount of bidding for investment projects. Although the government remained responsible for financing
investment (i.e., the contract was a lease not a concession), the private operator could implement most
maintenance and small investments without having to follow formal bidding procedures. Several observers
suggested that the private operator used this to break large investments into small parts and favored small
investments over larger projects when planning investment.

In the other cases, the governments invited bids for the contracts, although competition was muted even then.
One consistent problem was that only five large international companies were actively involved in bidding for
large contracts at the time. Further, these companies often joined into consortia to bid for single contracts {e.g.,
four French firms joined into two consortia to bid for the contract in Conakry).

Renegotiation after the completion of bidding — a common problem in water contracts in developing countries —
was aiso a problem in several cases. For example, the concession contract in Buenos Aires was awarded to the
company that proposed the largest price cut. However, after failing to meet several investment targets, the
private operator negotiated an agreement that raised prices and reduced the operator's contractual obligations,
in retun for lower connection charges. Although contract renegotiations may be inevitable, and can benefit
consumers and the government as well as the private operator, they can lead to strategic bidding, where the
private operator bids low anticipating future renegotiations.

Several steps can be taken to enhance competition. First, encouraging bidding will improve the regulator's
information and can lead to reduced prices. Given that the market for contracts to operate water systems in
developing countries is relatively thin, removing criteria for tender that restrict smaller or less experienced private
operators might be beneficial. Breaking large systems into several smalier parts might allow smaller operators to
participate, as well as allowing yardstick competition. Second, the government can reduce the likelihood of
renegotiation by spelling out critena for renegotiation in the contract. In addition, regulatory proceedings and
contract renegotiations should be conducted as transparently as possible. If consumer groups are allowed to
play an active role in renegotiations, charges of strategic behavior will be lessened. When renegotiations are
conducted behind closed doors or bypass standard regulatory procedures, it will be difficult to convince skeptical
observers that the partners are acting in the best interest of consumers.

Reducing non-payment by the government and other consumers

One of the largest problems in the African case studies was non-payment by the government. In both African
cases, the governments, which accounted for over 25 percent of consumption, failed to pay their water bill
consistently. Non-payment by the Govemment contributed to the high relative price of water in both African
cases (see Figure 5). Although the private operator in Conakry could cut off non-paying agencies, in practice it
- chose not to, fearing retaliation. It is difficult to deal with non-payment by the government in weak institutional
environments, but some steps can be taken. First, during contract negotiations, the government and the private
operator can draw up lists of the agencies that can not be cut off for non-payment (e.g., hospitals) and those that
will be cutoff automatically. Although the private operator might still be wary about cutting off public agencies,
placing a list in the contract might reduce pressure to maintain service to all agercies. Second, in other
infrastructure sectors, payment has been secured through international guarantees (e.g., from donors) or by
making sources of funds such as oil revenues hostage to the agreement. Similar acticns could be taken in the
water sector. Finally, greater publicity about the burden that non-payment places on sector development could
increase public pressure for government to meet its obligations.

? Another possibility is to encourage 'yardstick' competition. London Economics {1998), Competition in Water, Paper prepared Department of international
Development, London, estimates that the minimum efficient scale is about 500,000 people.

RCWSSR-01/1.1,, The:political séonomy of water sector reform



Volumelll, Papers & Presenitations, Refornr of tHiéWater Supply & Sanitation Sector In Atrica.,

Table 3: Performance indicators before and after reform.
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Abidjan, Céte Conakry, . . . . B
L d'lvoire Guinea T Santiago, Chile | Lima, Peru Mexico City Ar; ::;n:l res, —’
Year of 1989 1992 1993 1993
Reform 1987 1989
Fragmented
Situation 5 management
before | L 1 demment Autopomous delegated to n
Reform case Ministry2 Public Entity SOE sevel‘a[ qgencies SOE
of municipal
T . government
e 0
R‘gf)o m Leaset Lease SOE SOE Service Contract | Concession
Prices
Price below
long-run
marginal | No Yes Yes Yes Yes No
cost before
reform .
Unaccounte
dforWater3 | o
wsom | om | e L N
1996 | 16% 50% 20% 36% 37% 34%
Service
Quality
Cutoffs rare. Frequent cutoffs, . Poor water Qccasional
ref::; Water quality water non- gﬁoafzm a Eg?f:;;:‘::ﬁs’ quality in some cutoffs, Low
good. potable P areas Pressure
: Improved Water
Water potable, Improved pipe .
1886 | No Change cutoffs rare. maintenance Same Same E)ergiigze Cutoffs

1 Before reform, lease contract with some characteristics of management contract — compensation for utility was based upon projected
consumption. After reform, lease contract gave private operator greater responsibility in planning and implementing investment and
compensated private operator based upon actual consumption. 2 Formally, utility was autonomous agency. in practice, it operated as if it
were part of the Ministry of Natural Resources and Environment.. 3 Unaccounted for water (UFW) is the diffarences between volume of
water distributed and water sold. 1t includes physical losses from pipe breaks and overflows and commercial losses from illegal use and
unregistered connectfons. # Estimates of unaccounted for water varied between 35 and 60 percent. Based upon the experience since
reform, we believe that the higher estimates were more reasonable. * Estimates varied between 37 and 47 percent.

Table 4: Welfare Effects of Reform in case studies

Abidjan, Conakry Santiago Lima, Mexico B_uenos
Céto Guinea | ,Chile Peru City Aires,
d’lvoire ! ! Argentina
Year of Reform 1987 1989 1989 1992 1993 1993
Welfare Gains from Reform
Total Domestic Gains {million 1996 US$) $23 $284 $43 $1419
Government 8 241 4) -169
Consumers 16 4 57 1388
Workers 0 39 -55 43
Domestic Investors 0 1 012 160
Gains per Capita {1996 USS$) L $12 | $64 $5 $150
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Table 5: Regulatory Characteristics after Reform
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Buenos Aires Lima Mexico City Santiago Abidjan Conakry
Delineation of | Separate Separate agency | Three municipal Separate agency | Four supervisory | State enterprise
regulatory | agency. but under same agencies regulate agencies plan and | regulates &
responsibility ministry as quality, contracts & manage decides
company. bill collection. investment, debt, | investment.
and supervision of
contractor
Autonomy & | Has budget Has budget No autonomy or Regulator's No autonomy or No autonomy or
insulation | autonomy, but autonomy but no political insulation. | autonomy political insulation. | political insulation.
from political | under political political insulation, protected by fegal
interference | board. status. High
political insulation.
Power, & if | High nominal Low power. Low power. High power but Low power, Low power.
powerful, | power, but by- subject to appeal.
discretion. | passedin Little discretion.
contract
renegotiations.
Recent fines,
pricing decisions
overturned.
High discretion.
Staffing skills | Inexperienced Weak. Weak. Strong Split among many | Very weak.
but improving agencies.

1.

Water’s Innate Characteristics Make
State Control Politically Attractive

+ Essential good = politically visible

« Sunk and durable assets = prices can be

below cost without short term effects;

credibility hurdle

Reform Decision

benefits?

+ Is reform politically desirable? Do the

political costs outweigh the political

» Is reform politically feasible? Can the

decision makers overcome opposition and

« Local monopoly = subject to government

regulation

implement reform?

Answer depends on

» Sector conditions
» Macroeconomic and political changes

» Political institutions

Sector Conditions Determine:

* Scope for improvement?
* Who will benefit?

* Who will lose?

RCWSS/2-01/1.1, , The political economy of water sector reform



Volume I, Papers & Preseritations, Reform of the Water Supply & Sanitation Sector in Africa., Page 46

5.

Macroconditions

+ Political -- Is there a regime change or

coalition shift?

» Economic -- Is there hyperinflation and/or a

recession?

Political Institutions Determine
Who are the veto players?
Who are their constituents?

Is government credible?

Case Studies of the Political Economy
of Reform in Three Countries

Reform Decision:
« Buenos Aires - Concession
» Lima - Concession

* Mexico City - 3 Stage Management Contract

Sectoral Conditions

9.

10.

Initial Conditions: Organization of Sector

Buenos Mexico City Lima
Aires
Single Service |Yes No Yes
Provider?
Corporatized? |Yes No Yes
Corporate Central Municipal Govt. |Central
control Govt. (but Centrally |Govt,
appointed)

Millions of inhabitants

Initial Conditions: Population Pre-Reform
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12.

Initial Conditions: Water Production Pre-Reform

Intemational Comparison:
Water Production Per Capita Served

:
i R
! s
H £
3 g
Bt
3 &
3 w
i g
H : =

o Aicae Sata St Bgt SoPab lim Mo Rers
{ Buenos Alres Mexico Gty Lima Capie Gy .Ml ‘
_ Sore Vo &Dimins, BPMEWOBIK  Alfigres 1990e0pt SoPauo(989) &P 5 AT (1992 J
13. 14,

Initial Conditions: Water Coverage Pre-Reform

Initial Conditions: Sewerage Coverage Pre-Reform

100
© %0
S
8 2
§ 7 & 70
E £
g i
L s § =
§ 40 ‘ %40
& | €2
20 -
: E”‘
10 i
104
! oj : ! 2 |,
L Buenos Aires Maxico City Lima o
18. 16.

Initial Conditions: Quality of Service

Buenos Mexico City |Lima
Aires
POOR: |FAIR: VERY
Some Low pressure, | POOR:
cutoffs, Poor quality & |Frequent
low ‘cutoffs in cutoffs, low
pressure  |somie (poorer) (pressure

areas

Initial Conditions: Workers per 1000 Connections

Mexico City Lima

Buenos Aires
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17. 18.
Average Prices* - Marginal Cost TWO CASES WITH HIGH
(*REVENUES COLLECTED/VOLUME DELIYERED) OPPORTIJN [TY (:OST OF US AGE
MEXICO PERU
Ecsfw 1) Wells (60%) depleting aquifer 1) 2/3rds of water from polluted
M 04 causing city to sink (7.5M SINCE river

-10

-20
=30
-40
-50
-60 . : =i
Buenos Aires  Mexico City Lima

1500) 2) 1/3rd from wells contaminated
2) Extraction 35%> replenishment gy a1t

3) Alternative source 127 km 3) 48% connected get service < 12
away & 1,200 m below the city  yrg/day; 28% < 6 hrs/day

19,

20.

Sectoral Conditions: Summary

Buenos Aires | Mexico City Lima
Coverage Poor High Poor
Service Poor Fair Very poor s 4r :
Ouality Macro Political and Economic
Consumer Good Very Low Low
price/ Cost
Labor High Very Low Fair
Productivity
21, 22,
Macro-Conditions: Macro-Conditions
Opportunities for Change Opportunities for Change
Depends on: Real ——
. " . egime art o
+ Regime Change or Coalltloq Realignment -- Chi:’l ge Reforms
new veto players with constituents who Buenos Aires 1989 1993
have different interest in water reform o
. - Mexico City  1988* 1993
« Fiscal pressures reduce benefits of *coalition shift
subsidizing water system Lima 1990 1993
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Macro-Conditons:
Budget Deficit as % GDP

6.00
4.00
2.00 -
- e

(2.00)

(4.00) T TR

(6.00) 7

(8.00) 1 '

{10.00)

t-5 t-4 t-3 -2 -1

Political Institutions

25, 26.
. o Effects of Political Institutions
POlltlcal InStlmtlonS: { Buenos Aires | Mexico City| _Lima
et Dominant YES YES YES
Opportunities for Change executive?
Beneficiaries YES YES YES(weak)
Depends on;: are key Middle class | Construction | Benefits
constituents (swing) & companies |from macro-
or swing poor through | (campaign | stability &
» Who are the veto players? voters? expansion__| donations) growth
Opponents NO YES YES
are key Labor opposed | Strong labor Poor &
¢« Who are their constituents? constituents | but could not | opposition & | middle class |
or swing switch poor & mid. | would be
voters? ; class Qrban hurt l_)y price
» Is government credible? |  (price rises.
\ increase)
27. 28.
Political Benefits from Full Credibility:ICRG
Privatization
777
Buenos | Mexico City | Lima .
Aires
g 5y
Potential s
benefits L
fromprivate|  HIGH LOW LOW | £,
investment i g
i Q2

=]

Argentina

Mexico
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29.

30.

Credibility: FDI/GDP (%)

Outcomes: Extent of PSP

Buenos Mexico! Lima |
Aries City |
Planned Concession | Manage. | Concession
& Contract
&
S Current | Concession | Service State
§ Situation contract | ownership
a
8
2
31. 32
Outcomes: Outcomes:
9
Lima  VYhat Actually Happened? What Actually Happened?

— Mild improvement in performance triggers higher
aid and reduce pressure for reform.

— Gouvt. first postpones privatization for 1995 election
then decides to postpone “indefinitely”.

— Investment in expansion up but maintenance down
Reasons include:

» Investment required by concession agreement was
enormous ($3 Billion)

« No financing mechanisms in place to help poor pay
higher costs.

» Sale would raise no funds for Treasury

Mexico City
— Rapid execution of early stages (Census & Metering) which
increases information.
— Slower implementation of metered billing

— Government picks responsibilities to be carried out by
contractors rather than full stage as per contract.

~ No significant restructuring of sectoral structure.
Reasons:
= Political battle for city leads government to shelve
reform
+ New municipal government with national ambitions

33.

34,

Outcomes:
Effects of Political Institutions

Buenos Mexioco Lima

Gty
governmentinto | PARILY NO NO
_regulation?

decentralized to IN19%4 INigg6 | NO

t
=
=

Outcomes: Regulation

Buenos Mexico ( Lima
Aires City
Regulator
politically NO NO NO
Insulated?
Objective
tariff? YES, BUT NO NO
DISPUTED
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36.
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Outcomes: Water Coverage

Outcomes:

- Increase in Water Coverage (%)
£
37. 38. ,
-
Outcomes: Sewerage Coverage Outcomes: Employees per 1000 conpections

8

Percent of Population

Lima Lima w/contract

20

Mexico
. - a

| Buenos Aires
g

39.

A0.

Outcomes: Investment

Millions of 1996 Dollars
s 328 BEEY

J

T,
—_ _ |
Mo e il . ‘
N < /\ — % _:
& o
/ ~ R
o y
o
| N
PU———
t1 t t+1 2 43 +4

1 —o— Busros Aires - Mesdco Gty 4 Liﬂil}

Outcomes: Unaccounted for Water

M2ico Gty
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4,

42.

Outcomes:

Total Domestic Welfare Change
NPV IN 1996 US$

Miltlons 1996 Dollars

1,600

1,400 1

1.200

1.000

80O 7

600

400

200

Lima W/Contract

Buenos Alres Uma

Outcomes: Welfare Change Per Capita
NPV IN 1996 US3

155

Buenos Aires Lima Actual Linsa Conces.

43.

44,

Buenos Aires:

What Could Have Been Done Better?
Some problems can be avoided or reduced:

+ Sense of unfairness

- Lumpy price increases

— Divergent interests of consumers
» Sense of powerlessness

— No metering

- Flat bills,

— Poor consumer information

Buenos Aires: Lumpy price changes

20
15
10

1993 194 1995 1996 1997 1998

45.

46.

Buenos Aires: Divergent Interests of
Consuiners

High Income Medium/Low Income

e e
' % already comnected|

Buenos Aires:
Divergent Interests of Consumers
« Infrastructure and connection charges
(1995):$1,107-$1,528 over 2 years
+ 18% household income for low income
consumers
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47. 48,
Buenos Aires:
Powerless Consumers Conclusions

* Metering = 1% connections
+ Flat tariff based on:
— location
— area
— square meters of construction
— type of construction (low budget to luxury)
— age of construction

In ALL cases reform was positive leading to:
* Gains in information

+ Gains in service quality

+ Growth in Connections

» Improvement in billing

However.......

49.

50.

Conclusions
Gains from reform are significantly higher

where Government:

« carefully assesses the key sectoral problems
to be solved (short & medium term)

+ designs contracts with Private Sector

operators to meet these needs
+ ensures alignment of incentives with goals

+ enhances competition for or in the market

Conclusions

Political benefits high & political costs low in
Argentina

» No large price rise necessary initially

* Increase in efficiency nearly guaranteed due
to poor performance of SOE

+ Large investment shifted to private sector

51.

52.

Conclusions

Political costs were greater than the political
benefits in Mexico City and Lima

Reasons
» High marginal cost of water

» Employees constituents of veto player in
Mexico

* Credibility low in Peru

Conclusions

+ Information asymmetries serious problem for
regulation. Better flow of information
critical to success.

+ Consumer or other interests not involved in
planning. Significant scope for participation
in reform design.
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93.

Conclusions

+ Affordability of connections serious
problem. Consider payment arrangements
to smooth cost over time.

+ Cost & benefits considerations on metering
need to include the benefits of consumer
information/control over usage.

+ Opportunities for cornpetition not used --

bidding often not exploited; yardstick
competition not used.
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. AFRICAN CITY
By Anthony Still, Johannesburg Water Company

Wi s

KRR T T SRR

Introduction - The Context

Igoli 2002 and overview of Water & Sanitation
Formation of the Utility

Procure an Operator

Outcome of the Bldding Process

Process to form the Utility

Funding chaltenges and Issues for the Utility
The role of the GIMC vis-a-vis the Water Utility
Funding options far the Utility

Potential Funding Structure for the Utility
Conclusion

Questions

R SRR o ) &
SURATEANG £ LB
e e R N

(3 Why - Financial and Organisational crisis

O Change in jurisdiction for Johannesburg
3 One “Unicity” 3 Debt Restructuring successful
O 217 Councillors / 11 Regions i )
3 Service arrears remain
O Executive Mayor
M m.m...,ﬁ:'g
dohannesburg Water e —
5 6
3 Corporatised functions - Municipal business
O Utilities - Trading companies enterprises
= Electricity, Water & Sanitation, Solid Waste A O e s Marcay | TOPeTY
3 Agencies - Non trading companies O Sale of non-core Assets
=  Roads and Storm Water m Gas works, Rand Airport
=  Parks and Cemeteries 3 Core Council functions
= Planning, community services, emergency
services, etc.
) W
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AR

7 B8
A S S (3 IR Y L T O R
g Current structure O 10 Operating divisions
a Scale of-business O Support services
d  Problems g Revenue
‘.\\
O  Formation of Utlllty 3 Finandng
9 : 10
; i e s
3 Bulk provider = Rand Water
3 8 000 km plus water reticulation Organisational dysfunction
0 8000 km plus sewer reticulation O UAW over 40%
O 70 reservoirs; 26 Towers O3 Environmental requirements
(J 1000 Megalitres per day
0 RL1.6 billion turnover
O 2 700 staff
Achennesburg Wated sohannesburg Water]
11

o i 2k

JOHANNESBURG WATER

.-
v

Johspnesburg, Wml
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14

i

R
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O  Accountability O Speed of change
(7  De-politicise 3 Ready made team
) 3 Technology and experience
O Attract / retain good staff
3 Investment
Jonannesturg Water]
15 16
s LR v [Bompgat. URRVERNL W L s TR
oncession N "
0 Conces O Form a Water & Sanitation Utility
g Sale O  Procure a Management Contract (Operator)
O Lease
3 Context at the time
3 Value creation
?\ i
Johannesburg Water
17 13
# =
ks, R e e R s e T I E o8
. O  Acea (Italy), Nuon (Netherlands), Eskom Enterprises
O Council team A o
3d f.\tzé"%( S%;\(Ices Iitd (UtK/USé),( gt%gfpdl Water Services (Pty)
, Zonkizizwe Investmen
(J  Procure lead consultants - October 1999 3 glort.humbfiaf; \agt(er (S;aup éUK)'Lwaterlan% Saréltations LDE)
rvic , S 5 Ea
(3 Procure other consultants - October/ Crrancey Y )y Suez Lyonnalse des Eaux (
November 1999 O Severn Trent Water International (UK), Taylor Woodrow SA
00 Issue pre-qualification tender - December 2000 O e Fea (o Eradls ang Veateh (SA) Pty Ltd,
O Pre-qualify - February 2000 01 Vivendi (France), Rand Wate-
0  water Corporation of Western Australia (Australia), Capital
) Criteria used Formation Advisers (Pty) Ltd
Y
%’ Johannesburg Watar
Jonanneshurg Walte
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1 i e A 4 B e T
3 RFPissued 5 June 200! ;
3 June 2000 (3 Northumbrian Water Group IV
O Tenders received 1 September 2000 Preferred bidd
3
O Evaluation report by 6 October 2000 rererred bidaer
O Financials opened on 13 October 2000 " November 2000
3 Advisory board / Council panel / Council 7 A
committees e | SSF
: NORTHUMBRIAN i& W
0 Time Period - 23 October to 9 November 2000 WATER GROUP wSsA SLDE
21 22
Sy D BRI AR AN O B SR
O Fixed fee (R25 million) - linked to O Two epvelopes
delivery O Technical / Financial: 60/40
0 Incentive A (up to R20 million) for: (3 75% hurdle on technical, with score retained
= Human resource development a Fmaf\ll—m:?rln “x’;f.actt‘)/;s:t IV = 0.18%
. = Northumbrian Water IV = 0.18%
- gape" de*“’r:“’ = Vivendi-Rand Water 3V = 1.25%
ewer overflows m Thames Water JV = 5%
= Customer service (3 Why so aggressive?
= Plant downtime O Implications
a Inceqtivg\ E}'- % of improved operating O Johannesburg contract vs future
margin ("x” factor) RSA water deals
Johannesburg Water
23 24
Ret] "'M‘ 4 M" y S
it LRI T RO e
O Transfer staff, systems, assets and liabilities
m] Eoing concern: Section 197 of Labour Relations 0 People and culture
a R(ca:/enue function ) Collective bargaining / pensions
O Utility contract - Service Delivery Agreement 3 Partnership and control
3 Sale of Business Agreement O Informal settlements
O Incorporation documents L
O Tax status 3 Financing
7 Corporate Governance and Regulation
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25

B A e B R 1 o P
The implications of the following Acts/Bills upon
the Utility:

Policy Framework for Municipal Borrowing and
e ks Financial Emergencies
Municipal Finance Management Eill, 2000
Municipal Systems Bill, 2000
Water Services Act, 1997
The availability of long term SA govt. subsidies
for revised tariff structure and new capex
EE=EA
| I SCMB
Lmdjﬂ:na:mﬂmk
27 28
R P ek

The tax status of the new Utility and the
investrent return required by the GIMC

The GIMC can delegate its responsibility to
borraw to a municipal entity i.e. Utility

Does not preclude the Utility's ability to borrow
in its own name

Exiting internal loans and the apportionment of
existing external debt to the Utility

Total allocation of internal and external debt as
at 30 June 1999 = R1 053m (US$138m)

Potentlal opporfumty t:a re-finance the external
debt on more favourable terms
But, perceived lack of credit standing of the
GJMC & the Utility with respect to commercial
banks (despite credit ratings)
No indicative credit rating available for the new
Utility (at present)
Allocation of the R550m grant from the SA
Department of Finance to the GIM(. for
restructuring in terms of iGoli 2002/2010

seen as the blggest restriction on autonomous

& SCMB borrowing of the Utility 5 SCMB
Stancard orate tandard Corporate
29 30

Treasury function for GIMC and the Utility
initially handled by current treasury
outsourcing firm

Specialised Qutsourcing (Pty) Ltd
Utility will reserve its rights to explore
alternative funding structures and funding
sources to achieve:

lowest cost of funds

financial independence

Issuer of the exdusive licence for the Utility
(30 year period)
Regulator of the Water Utility
Sole shareholder in the Utility (over the 5
year Management Contract)

Equity

Shareholder loans
Barrower on behalf of the Utility (initially)
Approval of the business plans of the Utility

\ & SCMB | & SCMB
!:tmdani Cormporate ’i&:’ndﬂd Corp«.&ggles
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Lending on the strength of the GIMC Balance
Sheet and credit rating

Lending on the strength of the Utility Balance
Sheet and credit rating (?)

Lending on a Project Finance basls - secured
by the Utility’s cash flows and limited recourse
legal and financial covenants

ecena B

—

R TR

F A R

Lendlng ona Project Finance basis

focus on the Utility’s free cash flows (ten years)
determine the debt capacity of the Utility with
reference to annual cash flows and cover ratios
secure appropriate legal contracts including the
Bulk Supply Agreement with Rand Water
enhance lenders security by means of a cession
of the water off-take contracts from major
customers to seniar lenders?
credit enhancement and financial partscl
local and internatioral DFI’'s and MLA'S
stretch-out guarantee at end of year 5)

tion of
including

§& SCMB
tandard Corporate

oo BE

Uiy Coardesl (curvwntly the OTMC)

Comimms | b

R SCMB

Standard Corporate

% LSl AN Ko

Total lhl mum.d Iry ocnl hnd-m

Term in Years

36

PRSI B

Proposed establishment of Utility affords a
number of structuring opportunities
Structuring process provides additional
credit enhancement tools for the Utility e.q.
security deposits

Scope to structure existing/new debt at a
lower effective cost of borrowing within
sustainable debt levels (subject to credit
approval of banks)

Structures can be tailored to the specific
requirements of the Utility/GIMC

SCMB MB
Stmﬂm rate

e TR L U

International and local finance should be available for
the Utllity - subject to credit ratings, appropriate legal
contracts and negotiations with the GIMC/Utllity

Northumbrian Water Group JV and its financial/legal
advisers to assist the Utility in its negotiations with the
GIMC and Specialised Outsourcing (Pty) Ltd

Business Plan for the Utility to be updated

Utility financial models &. scenarios to be updated
Tax status of Utility to be confirmed

Clarification on borrowing powers of Utility

RCWSS/2-01/1.2, The political economy of wafer sector reform




Volumeill, Papers & Presentations, Reform of the Water Supply & Sanitation Sector in Africa., Page 61

THE ROLE OF MAJOR STAKE HOLDERS IN THE REFORM PROCESS
MANAGEMENT OF WATER ‘SUPPLY SYSTEMS IN SMALL PERI-URBAN

COMMUNITIES.
By Joshua Kalebu, P.E.

Introduction:

Managing water at a small scale requires close vigilance of all resources and practices.  Every drop of water
wasted is money lost. Failure to deliver water to a client is lost revenue. Down time due to power cuts or system
breakdown is revenue lost. So At the end of the month, the volume sold, billed and collected, determines
whether you will operate the following month. In other words efficiency of the whole operation is very important
to the small operator.

How to Accomplish efficiency.

There was a general belief that anyone can manage water. But to have a successful operation there has to be a
high level of efficiency which may only be achieved by a proffessional team. | have therefore come to
appreciate that there is a definite science to successful management of a water system of any size for a
community of any size. This science centres on efficiency which is necessary from the planning stage through
the technical and commercial operations.

Let us look at some areas where efficiency is of great importance.

Equipment:

When determining the type of equipment a system is to have, it is cntlcal to consider both the technical as wefl as
the economic and practical aspects of the altematives.

The size of pipe main that one uses could either be too large and therefore too costly or too small and will fail to
deliver service to the community. Technical sense may require a 300mm water main, but common sense may
dictate only a 50mm line.

The type and number of pumps in a system is very important. During the initial life of a project the cost of energy
could be about a third up to a half of the revenue if the design of the of the pump station was poor. Consider a
project, which has three sump pumps in series, all of them having the same power rating. Only one pump would
be sufficient thereby saving on the energy costs. Then there is the question of whether you need a sump or
whether you could pump directly into storage. Whereby you would save by eliminating all the extra sumps and
pumps and consultants charges.

Workers:

Cheap things are usually not cheap. When you decide to employ cheap labour. You will pay the price. A person
who is not trained in marketing will most likely not increase new connections. Without new connections your
volume consumed will stay low and therefore you will have low revenue. Efficiency in collection will only be
attained by a professional and well trained team of employees. Who will realise the need to come up with
innovative ways of improving collection efficiency. One needs to evaluate all positions with somewhat a skewed
approach from that which is traditional. For example, utilities supply and management was traditionally a mans
world. But provision of water and energy in the home especially in Africa has customary been done by women.
Could it be that you would obtain a higher efficiency of operation when you employee women? Could a social
worker be a better Area manager than an engineer? Could a woman perform better as a commercial manager?
Could you achieve better service when you use a technician where you would traditionally use a plumber?

Technology:

Determining the threshhold of the time and type of technology is critical to efficiency. Thirty years ago in most
peri urban areas in Africa a hand pumped well was quite adequate and some what efficient. Each well would
serve about fifty users per day. So the pump would last about three years which is about 63,000 jerry cans of
water. Now in the same village, a poorer quality pump is installed to serve a community of three hundred and
fitty users per day. Within half a year the pump has already pumped the 60,000 jerry cans and reached its
maximum life. This technology is now definetly unsuitable for this community. Unfortunately, most communities
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are about that size in Africa. Therefore, How we select our technology is important. What about technology
selected for management of the water in a community? Our communities have accepted provision of water to
within a maximum of 300 metres. They can afford to pay reasonable charge for water used on a pay as you
draw basis. The service is not yet affordable nor is it well marketed and financed for most people to have house
connections. Among the several technologies available to meet the pay as you go practice are the following;

The manned Kiosks

Yard taps

Coin actuated dispensers
Prepay metered kiosks

There are advantages and disadvantages with all the systems above. In brief, The manned kiosks and yard taps
low cost installation. However the operators are only available about 30% of the time. Also as they collect the
money from customers they use the money hoping that the time the bill is delivered they will have obtained it
from somewhere so they most often fail to meet the bill payments. The coin actuated dispensers and the prepay
metered kiosks have a high initial installation cost. However they provide a better management system and are
open to users about 90% of the time. The pre-pay meter system assumes that the user will have enough money
to purchase his/her bulk water supply in advance.

The business Plan:

A sound business plan has too be prepare and followed explicitly. Simply having a plan, which shows that the
operation cost will break even with revenues and make a little profit, may not be desirable. The life of the project
has to be taken into account as well as major repairs. Within five years the three sump pumps will start failing
and will need replacement. The wells may start silting within the first year. It would be desirable to have
included these projections in the business plan. Planning should make every effort to address all the details of
the operation. Following a good plan will result in a profitable and efficient operation and management of any

size water system.
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THE ROLE OF MAJOR STAKEHOLDERS IN THE REFORM PROCESS

LABOUR POINT OF VIEW
By Jerry-Addo, Public'Services Workers-Union, Ghana

INTRODUCTION

Reform processes of privatisation and restructuring have arisen primarily due to the soaring demand for utility
services and the incapacity of government and the public sector to provide adequate service due to myriad
reasons.

Trade Unions, who are players of a traditional role of protecting its workers against exploitation and improvemnent
of their living standards, also create a platform for workers to express their views on social, economic and
political matters affecting society. This latter role identifies them as organs of civil society in a state.

The need therefore for their involvement in a process of change or reform is imperative.
| will attempt to give a summary of some key factors for facilitating @ smooth reform process.
THE REFORM POLICY

- Must be clear.
- Is it politically or economically motivated?
- How does it improve the existing service, e.g. accessibility, quantity, quality, affordability.

INVOLVEMENT OF STAKEHOLDERS

- What form does it take? s it consultation or participation
- Which state and level does it take place?
- Who are the target groups?

TRANSPARENCY OF PROCESS

- Setting up of committees for process, i.e. bidding, negotiating contracts, pre-qualification.
- Free flow of information through e.g. public programme, workshops workplace meetings.
- Study tours.

CONTRACT AND AGREEMENTS (FOR OPERATIONS)
Right to Union activities.
- Participation in Ownership (workers to buy shares).
- Training and Job creation through development.
- Out sourcing of jobs to work gangs of retrenched staff.
- Probation clause on retained staff.
- Protection of consumer welfare against monopoly power, tariff regulation etc.

NEGOTIATION OF SEVERANCE
- Identifying and determining staff for retrenchment.
- Adequate compensation for retrenched staff.
- Who pays severance and how.

POST REFORM
- Monitoring of operations performance
- Ensure adherence of agreement for work gangs.
- Continued encouragement of such groups.
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WATER SECTION RESTRUCTURING - THE GHANAIAN EXPERIENCE
Organised labour was not involved in the formulating of the reform policy by the government.

Information flow initially was scanty and there was apprehension and insecurity amongst workers for fear of
massive retrenchment due to privatisation.

The workers led by the leadership of Public Utility Union, made series of representations to the Section Minister.

A study tour to Abidjan was organised for some union leaders, workers, and the Farliamentary Select Committee
on Water. This was followed by another study tour to some countries in the West Coast.

Seminars were organised for the workers by the restructuring Secretariat on the reform, and some token
representation was given the Union on a sub-committee of the Advisory Board on the reform.

The Secretariat has been involving the union in its workshop programmes of late. This has availed to the union
information on the reform process.

The union however is still demanding a representation on all committees to enable effective participation.
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L'EXPERIENCE DU CAMEROUN
Alo'o Obiang Janvier, Ministére des Mines, de I'Eau et de I'Energie,

INTRODUCTION

Le Cameroun est un Etat de I'Afrique Centrale situé entre I'Equateur et le 15¢m degré de latitude Nord et
partageant une frontiére commune avec les Etats suivants:

- le Nigena a I'Ouest

- le Tchad au Nord

- la République Centrafricaine a I'Est

- la Guinée Equatoriale, le Gabon, le Congo - Brazzavilie au Sud.

Sa superficie est de 475.442 km2,
Son relief est variablement accidenté d'Ouest en Est et du Nord au Sud avec des pics tout au long de la zone
longeant |a frontiére Ouest.

Son climat:
Dans la moitié Sud, chaud et humide, caractérisé par 4 saisons -. une petite saison séche, une grande saison
seche, une petite saison des pluies, une grande saison des pluies.

La température moyenne est de 260 C et la végétation celle de forét.

Dans la moitié nord, chaud et sec avec deux saisons: une saison des pluies de durée 2 & 4 mois avec 0,8 a3 m
d'eau ; une saison séche de durée 8 a 10 mois.

lci les températures montent facilement jusqu'a 400 C & lombre et la végétation est celle des zones
Soudano-Sahéliennes.

Sa population de 13.000.000 d'habitants est caractérisée par un taux de croissance de 3 % par an, une grande
concentration (74 % sur 2/3 du territoire), et une urbanisation amplifiée par I'exode rural de la population active :
les villes de DOUALA et YAOUNDE représentent & elles seules 46 % de la population urbaine et 17 % de la
population totale du pays.

Les ressources intérieures en eau renouvelables par habitant sont estimées a 18.500 M3 /an, ce qui place
le Cameroun en bonne position par rapport & la moyenne mondiale, a la moyenne des PVD et a celle de la
région africaine. Le taux d'accés de la population a I'eau potable reste toutefois faible.

Tableau: Comparaison des ressources en eau renouvelables et du taux d'accés des populations 4 I'eau potable

Pays Ressources intérieures en eau | Population ayant accés a 'eau
renouvelables (en milliers de potable en %
m? /habitant par an)

Cameroun 18,5 32
Togo 3,3 7
Sénégal 3,1 54
Burkina Faso 34 69
Burundi 0,7 38
Afrique Subsaharienne 7,4 40

Pays industrialisés 9,4

Monde 6,4

Source: PNUD, RMDH, 1992
LE SECTEUR DE L’EAU

Cadre Institutionnel
La responsabilité de la mise en ceuvre de la politique du Gouvernement incombe au Ministére des Mines, de
I'Eau et de I'Energie (MINMEE) qui I'assume en relation avec les autres Départements Ministénels et
Organismes intéressés:

- Le Ministére de I'Economie et des Finances (MINEFI)

- Le Ministére de la Santé Publique (MINSANTE)
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- Le Ministére du Développement Industriel et Commercial (MINDIC)
- La Societé Nationale des Eau du Cameroun (SNEC)

- Les Mairies.
Fonctions remplies par ces différents intervenants -,
FONCTION MINMEE MINEFI MIN - SANTE MINDIC SNEC MAIRIE
Planification X X X
Négociation des préts X X
Exploitation des eaux souterraines X X
Contréle de la qualité de 'eau X X
AEP en zone rurale
Planification et conception X X X X X
Réalisation des travaux X X
Supervision de la réalisation X X
Exploitation et entretien X
AEP zone rurale
Planification et conception X X
Réalisation des travaux X
Exploitation et entretien X
Assainissement
Planification et conception X X
Réalisation des travaux X X
Exploitation et entretien X L X |

Politique Et Stratégie De Développement

La politique du Gouvemement vise:

- Lalimentation en eau potable de tous les centres urbains;

- Laconstruction d'un point d'eau pour 300 a 500 habitants en zone rurale;

- L'assainissement de toutes les agglomérations urbaines et rurales.

Les installations mise en place par I'Etat sont exploitées, dans les centres urbaines, par la Société Nationale des
Eaux du Cameroun (SNEC), et dans le monde rural, par les communautés bénéficiaires qui en assurent elles-
mémes ['entretien et la maintenance.

Alimentation En Eau Potable Des Populations
Populations Urbaines
L'objectif est d'alimenter en eau potable tous les chefs-lieux d'unités administratives (Provinces, Départements,
Arrondissements, Districts). Sur les 320 villes que compte actuellement le Cameroun, dont 208 de plus de 5.000
habitants, seulement 103 sont équipées de systémes d'alimentation en eau potable exploitées par la Société
Nationale, des Eaux du Cameroun (SNEC) dans le cadre d'une Convention de Concession qui court depuis
1967 et dont la durée est de 40 ans renouvelables. Il s'agit de:

- 10 Chefs-lieux de Provinces ;

- 40 Chefs-lieux de Département «,

- 52 Chefs-lieux d'Arrondissements ;

- 1 Chef-lieu de District.

Ce qui représente un taux de couverture de 32 %. Il faudrait d'une part, équiper les 217 Chefs-lieux d'unités
administratives restants, et d'autre part, réhabiliter les installations en cours d'exploitation qui sont pour la plupart
vétustes, saturées et obsolétes.

Populations Rurales

En ce qui concerne le monde rural, le taux de couverture n'atteint guére 40 %. Le Gouvernement s'est fixé
comme objectif de réaliser un point d'eau (puits ou forage équipé d'une pompe a motricité humaine} pour toute
agglomération de 300 a 500 habitants, a raison de 25 litres par habitant et par jour. Les communautés de 2.500
a 5.000 habitants peuvent bénéficier de systémes d'alimentation en eau potable soit gravitaires, soit par pompe
avec fraitement sommaire.

Les populations bénéficiaires participent aux charges d'entretien de leurs installations. La politique de feau

intégre en outre la participation des communautés bénéficiaires a toutes les phases des projets d'hydraulique
rurale. Ceux-ci adaptent la technologie a leur volonté, encouragent leur contribution financiére ou matérielle,
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s'assurent de la mise en place d'une structure de maintenance a la fois décentralisée (artisans réparateurs et
opérateurs ruraux au niveau du village) pour 'la réparation des pannes mineures, et certralisée (brigades légéres
d'intervention au niveau provincial) pour la réparation des pannes importantes, et instituent un systeme de
gestion au niveau local. Il s'agit donc en fait d'un partage de responsabilités entre 'Etat et les communautés
villageoises, celui-la s'engageant a réaliser les ouvrages, a former les membhres des comités, les artisans
réparateurs, et a mettre en place un service aprés vente, et celies-ci a prendre en charge la gestion et la
maintenance de leurs installations a travers un comité de gestion suit;

Les travaux réalisés a ce jour en milieu rural se répartissent comme

Puits équipés de pompes 3.500
Forages équipés de pompes 1.500
Aménagement de sources - 1.100
Barrages de retenue 10

Adductions d'eau sans traitement 750
Adductions d'eau avec traitement sommaire 450

Pour un codt total de prés de 88 milliardg de ECFA.

La répartition des ouvrages est trés inégale selon les Provinces:
Tableau: Proportion de la population rurale disposant d'un point d'eau et nombre d'ouvrages hydrauliques par province:

rrovinces Taux de Nombre d'ouvrages _|Population par ouvrage
couverture 1987 1987 1992 1987 1992
|Adamacua 32 207 329 1,600 1413
Centre 33 75 1.656 1.500 545
Est 60 710 477 500 1852
Extréme-Nord 26 820 2,635 2.000 643
Littoral 14 90 460 4.000 667
Nord 54 547 1.564 1.000 491
Nord-Ouest 25 339 711 2.000 1.510
Ouest 34 609 1.561 1500 654
Sud 29 178 361 1.700 830
Sud-Ouest 15 185 320 3.300 2.075
4.258 10.074 1.500 747
Cameroun 31
IAfrique 0

Source : Plan National d'Action pour le Développement de I"Enfant 1992

Assainissement
Evacuation des eaux usées et excretas: prédominance des fosses et latrines.

En ville comme en campagne, l'évacuation des eaux usées se fait principalement sur la base de solutions
individuelles d'assainissement. Les eaux ménagéres sont en général évacuées dans des fosses (étanches ou
non) dans les villes, et dispersées dans la nature en zone rurale.

L'évacuation des matiéres fécales se fait selon divers procédés:
Tableau: Répartition des ménages selon le type d'aisance.

ype d’aisance Ensemble du pays [Secteur urbain Secteur rural
1976 1987 1976 1987 1976 1987
Chasse d'eau 2,2 9 6,3 14,6 0.5 2,2
Latrines 70,2 86,6 6.5 84,3 63,8 87.9
Autre 25,6 6,5 7,2 35,7 9,9
Total 100,0 100,0 100,0 100,0 100,0 100,0

Source: Recensement de 1976 et 1987
La latrine demeure le type le plus répandu.
Drainage des eaux: insuffisance des réseaux.

En dehors des micro-réalisations de drainage individuel ou collectif, les réseaux d'assainissement et de drainage
urbains sont réalisés dans le cadre des lotissements (SIC, MAETUR), des opérations de restructuration de
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quartiers (Nyong a DOUALA), des grands travaux d'aménagement urbain (vallée du Mfoundi) dont la maitrise
d'ceuvre est assurée par le Ministére de ['Urbanisme, et dans le cadre des réalisations de voiries et autres
réhabilitations d'axes urbains.

Aussi les problemes de drainages sont-ils loin d'étre maitrisés. D'une part, I'on reléve une pollution constante
des cours d'eau urbains qui sont des réseaux naturels de drainage, d'autre part, on assiste a l'occasion de
grandes pluies, & des inondations réguliéres y compris dans les zones aménageées, et en saison séche, a la
stagnation des eaux nauséabondes et contaminées.

La quasi-inexistence de systémes d'égouts aggrave les problémes d'assainissement et d'environnement dans
les villes. Les quelques tentatives d'assainissement collectif dans les villes de YAOUNDE, DOUALA et
BERTOUA se heurtent aux difficultés des stations d'épuration dont le manque d'entretien, la surcharge, le
manque de réglage induisent des pollutions odorantes ou aquatiques (lac central ds Nkolbisson ou station
piscicole de Meien &8 YAOUNDE).

Contraintes Du Secteur
Le développement du secteur de I'eau se heurte au Cameroun & de nombreux obstacles dont les plus importants

sont:

Les problémes liés a I'environnement institutionnel

La prise de conscience de l'importance du secteur de l'eau a conduit inexorablement le Cameroun & se doter
d'un outil legislatif précis et détaillé sur l'ensemble des problémes que pose la gestion de l'eau. Les deux
grandes conditions requises par une telle législation sont:

- Le remplacement des systémes traditionnels ou coutumiers existants par des régles écrites qui facilitent
['utilisation la plus rationnelle de I'eau disponible grace a une action administrative appropriée;

- La création des Agences spéciales de régulation et de développement et la délimitation claire des
fonctions et des pouvoirs des différentes instances gouvernementales dans les aspects sectoriels de la
gestion des ressources en eau.

A cet effet, la législation sur 'eau cherche a atteindre les six objectifs principaux suivantes:

- Assurer, ou au moins promouvoir la gestion la plus rationnetle des ressources en eau disponibles, la
notion de gestion rationnelle incluant une réponse aux attentes économiques et les aspects sociaux;

- Promouvoir le bien-étre des utilisateurs de I'eau;

- Atteindre les objectifs sociaux et économiques de ['Etat;

- Coordonner les activités privées entre elles et avec les projets de I'Etat;

- Protéger les intéréts de la population envers l'usage collectif et les valeurs environnementales ;

- Intégrer les activités des utilisateurs individuels et collectifs dans des plans nationaux adéquats de
développement et gestion des ressources en eau.

Cette législation est en train de se mettre en place et sera bientdt appliquée.

La manque de précision des objectifs
Il conviendrait plutét de parler «d'inadéquation entre les objectifs et les moyens dont on dispose pour les

atteindre.»
Formuler des objectifs dans la théorie est simple. Dans le secteur de feau, on a a la fois des objectifs

qualificatifs, (potabiiité de l'eau, protection du milieu, ... ) et quantitatifs, - (mise a disposition de la population, des
industriels, des agriculteurs, des quantités correspondant a leurs besoins réels).

Encore faut-il que les objectifs soient réalisables avec les moyens techniques, humains, financiers dont on
dispose. Cela n'est pas toujours le cas, tant s'en faut, méme dans les pays les plus industrialisés.

Le manque d'autonomie de décision et de responsabilisation:
L'Etat a voulu trop en faire, et sortant de son role régulateur et contréleur, s'est transforme en opérateur.

L'erreur est double:
A vouloir tout faire, on ne régule et ne contrle plus rien et on opere mal,
On laisse ensuite la population penser qu'elle a droit en permanence & l'assistance de I':tat, au lieu de mettre en

place les éléments d'une solidarité nationale et d'une redistribution par les tarifs.
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il faut sortir de cette omiére en considérant le secteur de 'eau tel qu'il est effectivement, c'est-a-dire mettant en
jeu des infrastructures lourdes nécessitant un management de type industriel et commercial, ce qui ne signifie
nullement privatisation, ni méme gestion déléguée ou participation du secteur prive.

Les problémes financiers:

On a laissé se créer une situation de crise financiére, sinon de

trésorerie grave dans le service de distribution d'eau.

Or la qualité de ce service et les résultats qu'il peut et doit obtenir

sont, entre autres facteurs, largement fonction de la bonne santé de ses
finances et de sa trésorerie. Il est par conséquent indispensable de maitriser
les colits de production et de distribution de I'eau pour ne pas aller au devant
de déboires sérieux.

LE CONTRAT DE PERFORMANCES ETAT/SNEC
Face a ces nombreux obstacles, la SNEC évoluait assurément dans un environnement qui ne lui permettait pas
de s'acquitter convenablement de sa mission de service public.

L'Etat en fut conscient et décida de conclure avec elle, en Juin 1989, un Contrat de Performances pour une
période de quatre ans couvrant les Exercices Comptables 1989/1990, 1990/1991, 1991/1992 et 1992/1993.

Placé dans le cadre de la Concession accordée par I'Etat a la SNEC pour la Production, le Transport et la
Distribution d'Eau Potable, ainsi que la perception des redevances auprés des Abonnés, ce Contrat de
Performances formalisait la Politique de Redressement et d'Assainissement Financiers qui devait permettre a la
SNEC d'équilibrer son Exploitation. Les principaux objectifs visés par ledit Contrat étaient les suivants:

- L'amélioration de la qualité de I'eau distribuée ,

- L'accroissement du nombre des Abonnés et de la qualité d'eau distribuée ;

- L'accroissement du rendement de distribution

- L'amélioration de I'ensemble des systémes de gestion

- L'adéquation des tarifs a la situation financiére de la Société

- L'amélioration de la rentabilité des grands Centres Urbains et des Centres Secondaires placés sous la

responsabilité de la SNEC ;
- L'adéquation des investissements aux objectifs et aux ressources disponibles.

Ces objectifs n‘'ont malheureusement pas été atteints, les engagements pris par I'Etat notamment financiers,
n'ayant pu étre respectés en raison de la grave crise économique qui secouait le Cameroun a cette époque.
Aussi le Contrat de Performances ne fit 'objet ni du Suivi de I'Exécution, ni du controle de I'Exécution, ni de
['Actualisation prévus respectivement aux articles 26, 27 et 28 dudit document.

LA REFORME INSTITUTIONNELLE DU SECTEUR DE L'EAU POTABLE
Dans sa Déclaration de Politique Générale relative aux Entreprises du Secteur Public et Parapublic de Mai 1994,
I'Etat entendait conserver la maitrise du développement sectoriel des trois principaux services publics
marchands que sont I'eau, I'électricité et le téléphone. Il souhaitait cependant en confier I'exploitation a des
structures privées disposant d'une totale autonomie de gestion au moyen de contrats définissant clairement:

- Les modalités de fixation et de révision des tarifs;
La qualité du service devant étre fournie;

- Les modalités de réemunération de la Société de Gestion

- Laredevance a verser a la Société de Patrimoine devant rester dans le portefeuille de I'Etat,

- Les responsabilités en matiére d'investissement et de développement du secteur.
L'échec du Contrat de Performances a donc emmené ['Etat a décider de la réalisation d'une Etude
Institutionnelle du Secteur de I'Eau Potable au Cameroun- en Avrit 1996, ['objectif annoncé étant le
désengagement de I'Etat de ce service a caractére commercial. L'étude, était confiée au Groupement de
Consultants ICENACE qui devait mettre en ceuvre, a travers six Rapports, un processus de privatisation
discemant pas a pas les modalités les meilleurs de transfert des responsabilités auix opérateurs du secteur privé,
Il s'agissait des six Rapports ci-apreés:
1. Lasituation actuelle - problématiques, exemples de Systéemes Institutionnelles et de Réformes ;
2. Les quatre scénarios de base et leurs variantes ;
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- Le cadre de régulation et de contréle de chaque scénario
3. Le schéma de réforme retenu avec description, condition de mise en ceuvre, projet de texte législatif ,
- Le cas de larégion de DOUALA,
4. Les textes réglementaires
- La structure de régulation
- Le Dossier d'Appel d'Offres
L'appui a I'évaluation des offres ;
L'appui a la négociation des contrats.

o o

A l'issue de cette étude, les mesures suivantes ont été prises en Septembre 1996 par le Gouvernement:

- Priorite donnée par la Réforme a la Gestion de I'Approvisionnement en eau potable des zones urbaines
uniguement, par ailleurs limitées aux seules centres actuels de la Concession:

- Attnbution de la Délégation de Gestion de Service Public & un seul Opérateur dans le cadre d'une
Concession unique régie par une nouvelie Convention de Concession ;

- Sélection par Appel d'offres d'un Repreneur de la SNEC actuelle, avec comme objectif de boucler I'opération
au plus tard en Septembre 1998 :

- OQuverture du capital de la SNEC a hauteur de 51 % au minimum a l'opérateur sélectionné -
Distribution de dividendes a hauteur de 95 % du résultat net.

Le Groupement de Consultants ICEA/ACE n'a donc pas produit les rapports contractuellement attendus et

semble manifestement avoir limité son mandat & 'amélioration de la Gestion de la SNEC avec le paradigme que

le passage a une Gestion par un Opérateur Privé devrait résoudre les problémes auxquels la SNEC est

confrontée.

LA PRIVATISATION DE LA SOCIETE NATIONALE DES EAUX DU CAMEROUN
Un Appel d'Offres International Ouvert, précédé d'une préqualification, a donc été lancé en Septembre 1999
aupreés des quatre Sociétés ci-aprés:

- Suez Lyonnaise Des Eaux (France)

- Saur International (France)

- Vivendi Générale Des Eaux (France)

- International Water Utilities Limited (Grande Bretagne).
Le 08 Feévrier 2000, date d'ouverture des offres techniques, une seule offre fut ouverte dans ce qui avait été
congu comme un appel a la concurrence. l'offre technique de SUEZ LYONNAISE DES EAUX.

Malgré ce vice de forme, I'appel d'offres n'a pas été déclaré infructueux comme [l'eiit voulu la Réglementation en
vigueur en matiere de Marchés Publics:

- L'unique offre technique a été ouverte, puis jugée recevable et analysée ;

- De méme l'offre financiére, ouverte le 12 Mai 2000, est en cours d'évaluation.
Bien que SUEZ LYONNAISE DES EAUX ait été désignée Adjudicataire Provisoire en Mai 2000, I'opération n'est
cependant pas bouclée a ce jour : d'importantes questions se posent et empéchent que le dossier
soit traité avec la célérité souhaitée:

1. L'Adjudicataire Provisoire a proposé et obtenu que les centres de la Concession unique soient scindés en
trois catégories :

- Les centres de la catégorie A qui seront immédiatement réhabilités dés la signature de la Convention de
Concession;

- Les centres de la catégorie B qui ne subiront qu'une remise a niveau;

- Les centres de la catégorie C, non encore pourvus de systémes d'adduction d'eau, pour lesquels rien de
concret concernant leur équipement n'est dit.

Connaissant les problémes qui se posent dans les centres en cours d'exploitation par la SNEC, ainsi que les

besoins énormes en équipement des nouveaux centres, il parait important que soient également connus, avant

la signature de la Convention, fa nature, le colt et la programmation des différentes interventions annoncées.

2. Le Repreneur entend recourir excessivement au Crédit Commercial pour financer les investissements.
Or, linvitation a la Préqualification précisait bien que le Gouvernement Camerounais recherche un
Opérateur international performant qui dispose d'une surface financiére solide et des capacités
techniques et managériales suffisantes pour la reprise de la majorité du capital de la SNEC et la gestion de
I'ensemble des activités de production, de transport, de distribution et de commercialisation de l'eau potable.
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3. L'offre financiére de SUEZ LYONNAISE DES EAUX parait dérisoire, au vu des énormes investissements
réalisés jadis, et par rapport a la Situation Comptable Réelle de la SNEC, Entreprise hautement rentable : la
Privatisation de la SNEC ne doit-elle pas se traduire, comme bien d'autres avant elle, par des rentrées de
Trésorerie dans les Caisses de I'Etat, au risque de faire penser a un BRADAGE DU PATRIMOINE ?

4. L'Adjudicataire Provisoire propose un relévement tarifaire exorbitant dés la signature de la Convention de
Concession pour assurer |'équilibre financier de son Entreprise, chose qui n'a jamais été accordée a la
SNEC parce que susceptible de créer des remous sociaux, surtout en cette période de lutte contre la
pauvreté.

5. En dehors de l'audit des comptes qui a déja été réalisé, d'autres audits importants méritent également de
I'étre et leurs résultats portés a la connaissance des Administrations et Organismes en charge du Dossier
de Privatisation de la SNEC ainsi que des Décideurs Politiques, afin de leur permettre d'examiner
objectivement les différentes propositions financiéres de SUEZ LYONNAISE DES EAUX.

L'absence de concurrence déplorée plus haut semblant étre a {'origine de toutes ces difficultés, il serait peut-étre

plus judicieux de relancer cette concurrence afin de repartir sur les bases plus saines, dans l'intérét de toutes les

parties).
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THE GHANA EXPERIENCE: INITIATING AND MANAGING THE REFORM PROCESS IN

THE WATER SECTOR -
By Ebenezer Martey

INTRODUCTION

The Republic of Ghana has a population of some 18 million and covers an area of 238,537 sq. km (92,100 sq.
miles). Lying on the west coast of Africa, it is bordered by Cote d'lvoire to the west, Togo to the east and Burkina
Faso in the north. The climate is tropical with temperatures generally between 21° and 32¢C and average annual
rainfali of 2000 mm on the coast decreasing inland. In some areas, water is scarce especially during the dry
season (October to March), particularly in the north, parts of Brong Ahafo and parts of the coastal area.

Over 60% or about 11 million people live In rural communities with less than 5.000 people, which are
concentrated along the coast, between Accra and Kumasi, and in the Upper East Region. The Northem Region
and northem half of Brong Ahafo region are the least populated areas.

Development of the water sector began with a piped system in Cape Coast in 1928 followed by Accra and other
regional capitals. At that time, Public Works Department (PWD) was responsible for both urban and rural water
supply and in 1958 the Water Supply Division of the PWD, with its headquarters at Kumasi, became a separate
entity responsible to the Ministry of Work and Housing (MWH).

At present, the urban areas are supplied mainly from surface water sources through conventionally engineered
supply and reticulation systems. Because of the scattered distribution of the rural population, water supplies
originate from predominantly groundwater sources through wells, boreholes and springs into discrete outlets or
simple distribution networks. There are integrated supply and distribution- systems supplying about 50 urban
areas.

Provision of Water Services in Ghana

The responsibility for water services in Ghana lies with the Ghana Water and Sewerage Corporation (GWSC)
which was established in 1965 under Act 10 and is responsible for the provision, distribution and conservation of
both the urban and rural supply of water in Ghana for public, domestic and industrial purposes, In addition, the
Corporation is responsible for the establishment, operation and control of sewerage systems.

Under Section 7 of the Act 3 10, there is the following requirement:

“The Corporation shall cause its affairs to be managed in accordance with the practices observed in public utility
enterprises and in particular shall cause its functions under this Act to be carried out so as to ensure that, taking
one year with another its revenues are equal to or greater than its outgoings”

GWSC has been ham-strung throughout its existence with these requirements, which, although very laudable
and highly desirable are largely dependent upon Ministerial approval of increases in tariffs to enable sufficient
funds to be generated to meet operational expenses, debt service charges, depreciation costs and development
costs. Thus the Government of the day may, by holding down tariffs and deferring approval of Water Sector
loans, inhibit the Corporation from balancing revenue with outgcings and developing the business.

To solve the above problems the GOG decided to reform the sector and involve the Private Sector in the
operations of the Urban Water Supply.

THE PSP

The Urban Water Sector Restructuring and Private Sector Participation Project is part of the measures being
taken by the govemment of Ghana to rationalize the water sector and improve its efficiency. The project alms to
achieve through the introduction of private sector participation the following objectives:
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i.  Increase access to water supply for corsumers
ii. Ensure sustainability of the sector
iii. ~Achieve cost recovery
iv.  Improve efficiency in the management of the sector
v.  Ensure affordability and quality of service to consumers.

The project started in 1995 when the Ministry of Works anc Housing and the World R~ commissioned the
Ghana Water Restructuring Study (Halcrow) to evaluate 2 number of options for private sector participation
(PSP) in the urban water sector.

OPTIONS:
The consultants studied seven Restructuring options namely:

Option |
Convert GWSC into one public fimited liability Company (PIC) with substantial decentralization and private sector
participation (PSP) in selected key functional activities.

Option 2
Joint Venture between GWSC and exterral, company {or multiple companies) in a new operating company.

Option 3
GWSC produces and Sells bulk watzr for private Sector distribution.

Option 4
Lease arrangement(s) of Self-Contained Systems from source to end-user.

Option 5
Spin-off {(make into legal entity) ATMA and the largest urban countries and commercialize the remaining regions
in a downsized GWSC.

Option 6

Engage an international operators to assist in the interim management of all GWSC's Fegions with a view to on
early transfer of he profitable urban centers to a long term concession, and a refocusing of objectives of the
remaining GWSC Regions to facilitate their longer term transfer to one or more concessions.

Option 7
Retain GWSC as an existing entity and engage an operator to undertake GWSC's revenue collection and
customer’s services activities.

In all cases, the implications, operational performance, personnel, cost effectiveness and financial viability,
availability of finance, legal aspects, ease of implementation, advantages, and disadvantages were studied in
detail before summaries were drawn.

Water Sector Restructuring, Workshop:

A 3 day workshop was held in Accra form 6-8" February 1995 to review the consultant's findings and to appraise
the options as identified above with the objective of attaining a consensus on the way forward.

Participants at the workshop included representatives from the: Ministries of Works & Housing, Local
Government & Rural Development, Transport and communications, Members of Parliament, State Enterprises
commission, Public Service Commission, Office of the chief of Staff, directors and board members of the GWSC,
Water Resource Research institute, Multilateral and Bilateral Agencies, a selection of internationat private water
operators, NGOs and the consultants.

After the consultants had presented their report, the Workshop participants reviewed all the options within the
context of government policy. Following due consideration of the issues, the consensus of participants to the
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Workshop endorsed the principles of option 4: Lease arrangements of Self contained systems from source to
end-user. This option was perceived to offer greater flexibility for private sector participation in the Ghanaian
environment although it was accepted that a number of contractual issues would need to be resolved.

Advisory Committee/Secretariat

Furtherance to this decision the MWH in 1996 set up a nine member Advisory Committee (AC) to be responsible
for the implementation of the PSP. A full time secretariat of five members comprising a Coordinator, Water
Engineer, Financia| Analyst, Secretary and a Driver was also set up to support the work of the Advisory
committee and manage the project on a day-to-day basis.

Managing the Reform Process
The following key stages were mapped out as means of achieving the transformation.

Stage | Development of the Business Framework for implementing PSP.
Stage 2 Implementation of Business Framework Report/Study.

Stage 3 Pre-qualification of Bidders.

Stage 4 Preparation of Bidding Documents

Stage 5 Bidding and Formation of Contracts
For indicative purposes a 14-month programme.of implementation was adopted.

Business Framework Report

In 1998 a consultant Messrs. Louis Berger of France prepared the Business Framework report for the
introduction of PSP under the selected option of the lease arrangement. The report defined the institutional, legal
and regulatory arrangements for the PSP and provided the financial projections and average tariff necessary for
achieving financial equilibrium in the urban water sector.

It also packaged the urban water systems into two Business Units. Business Unit A comprising 28 systems in
Greater Accra (ATMA), Volta, Northern, Upper East and Upper West Regions and Business Unit B consisting of
51 systems in Ashanti, Central, Eastemn, and Brong Ahafo Regions.

Transaction Advisor

In 1998 Messrs. Stone & Webster consultants of USA now known as SW consultants were appointed by the
Ministry of Works & Housing as Transaction Advisor to work in close coliaboration with the Advisory
Committee/Secretariat in advancing the PSP process. The nature of the consultants' services was to structure
the legal and financial arrangements with private operators, prepare bid documents, and carry out the evaluation
of bids and negotiate with operators.

Studies and Surveys
With the support of DfID the secretarniat initiated a number of studies and surveys to cbtain sufficient data and
information for the preparation of bidding documents; the studies undertaken were:

(@) Ability and willingness to Pay, demand and Cost Recovery (WTP) among others, assessed the impact
of tariffs on consumers, (especially on the vulnerable groups), and determine the social tariff. London
economics of UK conducted this study in association with John Young and Associates of Ghana.

(b) Fixed Asset Revaluation and technical Audit (FAS) to determine the condition and value of assets to be
leased to private operators. This study is important in the determination of performance targets for
operators. WS Atkins of UK carried out the assignment, in association with Plan Consult of Ghana

(c) Water Quality Standards (WQS) to assess current levels of water quality and make recommendations
on future standards to guide operators. WEDC of the University of Loughborough UK conducted.

The studies commenced in October 1998 for the WTP and WQS, and in December for the FAS. These studies
were undertaken with the active support and involvement of GWSC.
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Seminars and Workshops
A number of seminars and workshops were organized during 1998 to:

» Sensitize workers of GWSC on the benefits of PSP.
* Inform major stakeholders, and solicit views, on the business framework for PSP.

Some of these seminars/workshops were organized by WSRS, whilst others were at the instance of
organizations such as Institute of Economic Affair, Community Water and Sanitation Department and the World
Bank. Below is summary on each of the seminars/workshops:

Seminar for GWSC Workers, January 12, 1998

The second of two seminars for workers of GWSC was held in Kumasi on January 12, 1998 for workers in the
Northern zone of GWSC. The first seminar had earlier been held in Accra in October 1997 for workers in the
Southern zone. The main objectives of the seminars were:

i. Inform GWSC workers on policy measures being adopted by Government to restructure various sectors of

the economy; including that of utilities;

i. ~inform GWSC workers of measures adopted by Government to restructure the water sector and make it
more responsive to the needs of the Ghanaian population-,

iii. Provide an understanding of the role of private capital as an alteative source of financing the sector

iv. Provide a forum for workers to articulate their concems regarding private sector participation for
consideration by Government;

v.  Solicit ideas for a broad consensus on the role of workers in a pre-as well as post-PSP water industry.

A Minister of Works and Housing, addressed this seminar as well as the earlier one in Accra. A Regional Minister
and a Deputy Minister of works and Housing were in attendance. The seminar, like its predecessor, was
successful in sensitising the workers on the benefits of PSP. It also offered the workers opportunity to raise their
concems regarding PSP for consideration by the AC.

Educational Tour by PUWU

Following, from the seminars and the study tour to some West Africa countries an educational camnpaign was
undertaken by two members of the Public Utilities Workers Union (PUWU), to brief their rank and file on the
benefits of PSP,

Workshop on PSP in Water Supply

Casablanca, Morocco, February 20-22,1998

A Minister of Works and Housing, on the recommendation of the World Bank, approved attendance cf 4 persons
to the above workshop in February 1998. It was under the theme Designing and Implementing an Option for PSP
in Water Supply and Sanitation, and preceded the Congress of the Union of Africa Water Suppliers. A Deputy
Minister (MWH) a Managing Director (GWSQ, a Coordinator (WSRS), and a Water Engineer (WSRS) attended
the workshop.

Workshop on Private Participation in the Water Sector
Sogakope, February 20-22 1998

The above workshop was organized by the Institute of Economic Affairs (IEA) for the Parliamertary Select
Committee of Works and Housing. About 30 participants, including 20 parliamentanans attended. Two members
of the AC and one member of the WSRS were invited to attend the workshop. The chairman of the AC and the
coordinator of WSRS were invited by IEA as resources persons. The Chairman of the AC spoke on the topic
“Legal Implications for Private Sector Participation”. While the Coordinator spoke "Developing a Business
Framework for PSP in Urban Water, Supply". The workshop was successful in explaining the rationale for and
the processes leading to PSP. As legislators and therefore major stakeholders, this was a good start for the
dissemination of information regarding the PSP process. A number of concerns raised by the participants were
discussed.
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Study Tour of UK and France

A study tour of UK and France was organized in July 1998 for selected officials of organisations involved in the
restructuring of the water sector. The tour, which was led by a Minister of Works and Housing was a sequel to
one undertaken earfier in November 1997 in four West Africa countries with PSP in water delivery. The main
objectives of the visit were:

(a) To visit water systems operated by private water companies in the two countries to get an appreciation of
the capabilities of the companies

(b) To meet with operators and relevant institution in the two countries and brief them on the Business
Framework for PSP in Ghana's urban water sector

(c) To obtain a feedback from potential investors on the Business Framework and the processes leading to
PSP

(d) To meet with the Office of Water Services (OFWAT), and other regulators in the water industry to leam
about the regulatory and institutional arrangements under which the private companies operate,

The team observed that the water supply operators were familiar with the PSP arrangement envisaged and were
keen to participating in the PSP programme in Ghana. The operators indicated that the level of tariffs and how
this determined would be key elements in any decision to participate.. The team's interaction with the regulatory
body, OFWAT, and how it performs its tasks, was very instructive.

Ghana's Missions in London and Paris played significant roles in the organization of the visits. On June 1, 1998 a
presentation was made on the business framework for PSP, at the Ghana High Commission, which was
attended by over 40 participants. The Department of Trade and Industry of the UK made the necessary
arrangement for the team to meet with key with British goverment officials and the private sector. In France,
Messrs. Louis Berger made arrangements for the team to visit the various water operators.

Pre-qualification of Bidders

On September 1, 1998, a pre-qualification of operating companies notice was sent out requesting applications
from water operators who wished to be pre-qualified to bid for lease contacts for operation and maintenance of
the urban systems in Business Units A& B.

Twenty-four (24) firms from Europe, America, Asia and Africa procured the pre-qualification documents form.
However by close of submission date only 8 firms submitted their applications. After a detailed pre-qualification
evaluation for the eight applications in line with preset criteria contained in the pre-qualification documents four
(4) firms were able to meet the requirements and were therefore pre-qualified for the bidding process scheduled
for June, 1999.

In October 1999, the Ministry of Works and Housing decided to amend the previously accepted option 4 to
inciude a Build-Own -Operate and Transfer (BOOT) project from Kpong to Accra in Business Unit A. It became
therefore necessary for the Transaction Advisor to factor this into the PSP and to submit a revised Action Plan
and work programme for the PSP process.

The MWH decided that PSP should proceed as programmed with respect to Business Unit B and that action on
Business Unit A should be suspended until further notice.

By May 2000, it was agreed that BUA and BUB should be handled on the same timetable. Furthermore given the
importance of ensuring an adequate supply of water, the scope of work for BUA should be revised to ensure
production to satisfy demand.

In June 2000, a new pre-qualification notice was sent out requesting applications from water operators who
wished to be pre-qualified to bid for the lease contracts for the operation, and maintenance of the systems in

BUA only.

Twenty-nine (29) firms procured the pre-qualified documents. However six (6) applications were submitted and
out of the six, five (5) firms were pre-qualified for BUA.
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Bid Presentation Workshop

A workshop was held in September 28-29, 2000 as part of the activities in the PSP process for the Transaction
Advisors to explain the contents of the Bid packages and for

the various stakeholders to review and comment on the draft Bid Documents for both Business Units A and B.
The Transaction Advisor is yet to finalize the bid document.

Donors Conference

As a follow-up of the workshop a Donors Conference was held in Accra from 8-9 November, 2000. The aim of
the conference was to showcase the investment needs of the urban sector to donors and to understand the ways
in which donor financing might be used to the greatest advantage.

As a result of the Donors Conference, the donors gave a hint of a possible $400 million assistance in grants and
long term concessionary loan/credit for financing investments in the PSP for the first five years. A review of the
investments priorities is currently being undertaken by WS Atkins with funding from DfID.

Public Awareness Programme
An area of concern to Govemment is Public Awareness programme of the PSP before, during and after the PSP
has taken off. This programme is currently being tackled with financial assistance from CfID.

Problems:

1. Lack of hasic data on very important subjects like:
(a) Assets of GWCL.
(b) Socioc-economic data (willingness and ability to pay).

Resulted in studies and surveys being carried out. Hence the delays in project completion time.
2. Modification of Business Framework for Business Unit A resulting, in need to carry out fresh pre-qualification
of operators.

Achievements

Prompt funding support from donors e.g. World Bank, Japanese Govemment and DfID enabled project to be on
course. The Project could have been abandoned had these supports were not forth coming at the correct
periods. Operators were successfully and transparently pre-qualified with out any hitch.

Lessons:

1. Database must be improved upon to hasten process of privatization.

2. Governments must be seen to be committed to privatisation to enable funding to be promptly availed by
donors.

Reference:

Sir William Halcrow & Partners Ltd. in association with Twum Boafo and Partners Ltd., Consultancy Services for
the Restructuring of the Water Sector, Final Report.

Louis Berger, S.A. : Increased Private Sector Participation in the Urban Water Sector, Final Business Framework
Report, Water Sector Restructuring Annual Reports of the Advisory Committee 1997, 1998 and 1999.
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L’ EXPERIENCE DU MALAWI EN MATIERE DE REFORME DU SECTEUR DE L EAU
" Minisere de I'Eau et des Infrastuctures Sanitaires

A.  HISTORIQUE APERGU GENERAL

Le gouvernement Malawite a inscrit au nombre de ses priornités le développement des services et des ressources
d'eau, it ambitionne d’assurer une couverture efficace tant en milieu urbain qu'en zone rurale. Le pays compte
environ 10 millions d'habitants dont 85 % vivent en zone rurale. Prés de 54 % de cette population rurale
bénéficie de source d’eau protégées contre 66 % pour la population urbaine.

Pour atteindre ses buts et objectifs, le gouvemement du Malawi, assisté par la Banque Mondiale, a mené une
étude du secteur des services d'eau en 1994 afin d'en identifier les améliorations notables et d'optimiser la
prestation de service d'eau et la gestion des ressources d'eau. L'objectif principal de cette étude était d'aider le
Malawi a trouver des solutions peu coliteuses aux problémes d'eau et d'infrastructures sanitaires. L'étude a
abouti a des recommandations sur les moyens d'améliorer Ia fourniture d'eau dans les zones rurales aussi bien
qu'urbaines. Le champ d'étude s'est étendu jusqu'a servir de cadre de référence et de point de départ pour un
programme complet de réforme du secteur qui engagerait a la fois le gouvernement et ses partenaires
internationaux.

Pendant que, paraliélement, le gouvemement Malawite préparait sérieusement une politique du secteur et une
stratégie de gestion des ressources d'eau et de prestation de services d'eau, I'étude contribua a une réforme du
secteur de l'eau de trois fagons significatives :

1. Analyse des politiques de secteur autour de quatre questions inter dépendantes :
Les objectifs de couverture pour un acces de la population malawite a la fourniture d'eau et aux
infrastructures sanitaires publiques ;
La capacité et la volonté de payer les services d'eau ;
Les différents niveaux de services : quand une combinaison de systémes de distribution doit atteindre des
objectifs élevés de couverlure et assurer une viabilité de ces systémes ;
La perception de 'eau comme une valeur économique, qui ne doit pas étre surexploitée, gaspillée ou
poliuée, et quand différentes utilisations doivent étre conciliées a travers un mécanisme équitable et
transparent,

2. Elaboration d’une réforme institutionnelle de la gestion du secteur sur la base de quatre éléments-clés ;
fa gestion du niveau approprié Ie plus bas au moyen d'une meilleure attribution des taches parmi les
institutions principales et une organisation plus efficace de la gestion des ressources d'eau et de l'offre
de services d'eau :

La simplification de la législation afférente par un vote de lois ;

L'organisation de systémes efficaces pour la gestion des opérations qui sont décentralisées et qui nécessitent une

implication totale et ;

- L'introduction de systemes de gestion de performance qui garantiront un contrdle et une viabilité pour
les utilisateurs et les autorités centrales.

3. Création d'un Plan National pour le Développement de 'Eau pour la période 1994-2010 avec un plan
d'action détaillé et un plan de développement pour chaque institution de services d’eau.

Afin d'entreprendre ces réformes avec succes, 'étude a recommandé une approche méthodique au processus
du fait de I'étendue de son champ. Les différentes phases de ce processus devaient couvrir :

a. La réhabilitation des structures existantes de services d'eau et en particulier les réseaux urbains de
distribution d’eau qui étaient gérés par le Fonds National de Distribution d'Eau ;

b. La réorganisation du cadre institutionnel orientée vers fa décentralisation aux niveaux de la région et du
quartier et séparation de la conception et du planning de politique de la gestion des opérations ;

c. Les contributions des utilisateurs doivent étre revues a la hausse au moyen d'un ajustement / révision
pour une viabilité financiére ;
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d. Une léqgislation orientée vers des mandats plus efficaces et plus contrflables et un cadre juridique
transparent a la fois pour un contrdle et une régulation des ressources d'eau et une offre des services
deau;

e. Un développement avec extension pour les réseaux existants et des investissements en nouveaux
réseaux ;

f.  Le renforcement de I'autonomie des institutions de prestations décentralisées par la création de trois
bureaux régionaux de l'eau ;

g. L'élévation du Bureau des Ressources d'Eau au rang d'Organe indépendant chargé de la régulation
des ressources d'eau et de la protection de I'environnement.

B.  APPROCHE ADOPTEE DANS L’EXECUTION DES REFORMES

Institution du secteur et Iégislation existantes : I'offre de services d'eau et la gestion des ressources d'eau au
Malawi étaient caractérisées par une diversification institutionnelle et légale. Sept contraintes majeures furent
identifiées et le défi fut de les surmonter & travers une meilleure Iégislation et de meilleures dispositions
institutionnelles.

i. Le Département de I'Eau de I'ancien Ministére des Travaux Publics et des Approvisionnements avait de
nombreuses activités vanées ;

ii. Le Bureau des Ressources d'Eau de I'époque, et jusqu'a maintenant, n'était pas indépendant des
opérations de fourniture d'eau, alors qu'il a besoin d'avoir le pouvoir et le statut d'un arbitre irnpartial des
contentieux d'eau et de contrleur de I'utilisation rationnelle des ressources d'eau ;

. L'absence de conception et de planning de politique intégrée pour I'étude de tout le secteur des services
d'eau.

iv. Un schisme institutionnel entre ia fourniture d'eau et le développement intégré et contrblé des
infrastructures sanitaires des deux parties du secteur des services d'eau.

V. L'existence de deux cas de départements qui continuent d'avoir une expertise technique limitée mais qui
ont toujours des fonctions de supervision dans les organismes opérationnels de prestations de services
d'eau.

vi. La législation sur les tarifs d'eau n'était pas hornogene dans un grand nombre de Lois et Réglements ;

vii. Au total, trop d'institutions diverses étaient impliquées dans chacune des fonctions a exercer que sont :

I'élaboration de politique a I'échelle nationale ; la régulation et le contrdle des ressources d'eau ; la
gestion des services et ressources d'eau ; I'opération de provision et la maintenance des systémes de
foumniture d'eau ; et la provision, la réalisation et la maintenance des systemes sanitaires.

L’actuel performance financiére des Institutions du secteur a révélé que le Fond National de Distribution d’Eau
géré par le gouvernement et les deux Bureaux de I'eau actuels des grandes villes de Blantyre et de Lilongwe
n'ont pas pu générer de surplus cumulés de leurs opérations et se consolider.

Les ressources humaines actuelles du Département de I'Eau et des deux Bureaux ont contribué a accroitre les
differences en termes d'emploi et de cuiture de l'entreprise plutdt qu'en termes de qualification et de
compétence. Ces questions, plus vastes, devaient étre traités par le développement des ressources humaines et
des primes d'encouragement du personnel.

L'évaluation générale des ingénieurs consultants, des contractuels privés et des compagnies de forage a
démontré une large capacité du secteur privé de Malawi a participer actuellement a la prestation de service
d'eau.

EXECUTION - Aprés les conclusions de I'études et comparaisons avec les situations existantes, les consultants
se poursuivent entre la Banque Mondiale et le gouvernement Malawi sur le reformes institutionnelles immédiates
et I'élaboration d'un document de Politique et de stratégies de gestion des Ressources Nationales d'Eau. Par
ailleurs, les consultants ont abouti a la création d'uri Projet Nationale de Développement de I'eau financé par la
Banque Mondiale, le Fond Nordique de I'Agence Canadienne de Développement International et le
Gouvermnement Malawite.

Les Nouvelles Politiques et Stratégies de Gestion des Ressources Hydrauliques
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Le Malawi admet que les questions de gestion de I'eau et des ressources naturelles sont délicates et que l'eau,
comme toutes les autres ressources naturelles, devrait étre développée et gérée de maniére & satisfaire les
besoins socio-économiques sans sacrifier les aspirations des générations futures. Le Malawi n'exploite pas ses
ressources de fagon intégrée malgré le développement des ressources hydrauliques et des modes de gestion. A
cet effet, le gouvemement Malawite a réalisé que rendre les ressources hydrauliques accessibles & toutes les
activites contribuerait a la réalisation de sa politique centrale. C'est pourquoi il a congu une politique nationale de
developpement en 1994 qu'il révisa en 1999. La premiére politique n'avait pas réussi a épouser I'approche de
gestion intégrée des ressources hydrauliques au développement socio-économique et environnemental, ainsi
qu'a la prospérité du pays. Les nouvelles politiques et stratégies mettent 'accent sur :

Les principes de politique et

Les Gestion et stratégie des Ressources hydrauliques ;
Les Politique et stratégie des Services hydrauliques ;
Les Roles et dispositions institutionnels ;

Le Développement des capacités.

Le Projet National de Développement Hydrauligue - Comme indiqué plus haut, les consultations qui ont
abouti a la création du Projet National de Développement Hydraulique avaient mis en relief le résultat de I'étude
du secteur et ses recommandations. Cela déboucha sur la formulation de ce projet et pris forme en Mai 1999 en
englobant ;

i. La réforme institutionnelle et le Développement des Ressources humaines qui insiste sur le renforcement
des Services Centraux du Ministére du Déveioppement Hydraulique, ainsi que la création d'organes
financiérement viables. Ces organes devaient prendre la responsabilitt de foumnir de leau aux
populations urbaines ;

ii. La réhabilitation et I'expansion de la fourniture d'eau et des services d'assainissement des zones
urbaines et rurales ;

il Une meilleure gestion et un meilleur développement des Ressources Hydrauliques ;

iv. Un renforcement du Bureau des Ressources Hydrauliques

V. D'autres études pour la préparation de projets qui incluent, entre autres, les études d'ingéniere,
I'amortissement des colts et des options de PSP

vi. Une étude de développement de l'investissement.

C.  RESULTAT ET STATUT ACTUELS

En insistant sur le théme de la conférence, et en remarquant que l'une des recomrnandations majeures de
f'étude pour la réforme du secteur était que la gestion de la foumniture d'eau en milieu urbain devrait suivre la
création des Bureaux hydrauliques de Lilongwe et de Blantyre, on a reconnu la nécessité de consuitation
approfondies a |'échelle nationale.

Aprés I'existence de politique et de stratégies de gestion des ressources hydrauliques et le Projet de création
d'un Projet National de Développement Hydraulique, le Ministére a tenu des ateliers avec tous les intéressés et
la communauté pour passer en revue les recommandations de création de Nouveaux Bureaux Hydrauliques
Régionaux en plus de ceux de Blantyre et de Lilongwe. Tous ceux qui ont des intéréts dans la création des
Bureaux Hydrauliques ont été soucieux de 'aspect « business » des institutions. L.a conclusion des consultations
est que le gouvernement malawite :

1. a adopté les Politique et Stratégie de gestion des Ressources Hydrauliques initiale et révisée.
a adopté une législation établissant trois nouveaux bureaux hydrauliques et écartant d’autres Décrets
Malawites existants tels que le Décret des Travaux Hydrauliques N° 17 (1995} ;

3. a nomme un consultant pour 'exécution d'un Plan d'Entreprise pour tous les trois nouveaux bureaux ;

4, a nommé un Conseil d'Administration et des Equipes de Gestion Constituées pour les Bureaux
hydrauliques ;

5 a transféré les divers biens matériels, les fonds et les personnels nécessaires et souhaitables pour une

exécution efficace des affaires des Bureaux Hydrauliques dans leur champ d'action ;
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10.

D.

a signé des chartes de groupe avec les nouveaux Bureaux hydrauliques afin d'offrir des contrats
d'exécution destinés a garantir que les Bureaux travaillent de fagon indépendante et financierement
viable et aussi en tant qu'entités commercialement orientées. Dans les chartes, il est fait obligation de
mettre en place deux comités pour suivre les performances des Bureaux. Ce sont ies comités de Gestion
de I'exécution de la charte d'une part, et d'autre part, de la Révision des Tarifs. Ces chartes ont des
dispositions portant sur I'aide aux Bureaux et au gouvernement dans I'accomplissement de leurs devoirs
sociaux et économigues.

a signé des accords financiers avec les Bureaux hydrauliques sous des termes et conditions acceptables
par la Banque Mondiale (IDA) ;

a approuveé la nouvelle structure organisationnelle du Ministere du Développement hydraulique afin de
renforcer les services centraux dans I'exécution de la politique et des stratégies de gestion des
Ressources hydrauliques.

a adopté le Manue! de Réalisation de Fourniture d'Eau en Milieu Rural et d'Assainissement comme guide
pratique pour I'approvisionnement du secteur rural en Eau et en structures d'assainissement sur une
approche de « Réaction a la Demande ».

a approuveé 'étude des options PSP initiales pour deux Bureaux Hydrauliques

LES LEGONS APPRISES DANS LES REFORMES

Secteur hydraulique urbain

1. Viabilité financiére des Bureaux Hydrauliques
L'entité commerciale des Bureaux Hydrauliques est paralysée par les projections de cash-flow
semi - autonomes actuelles et d'émergentes projections négatives dues a des arriérés importants,
a l'absence de mesures judiciaires a I'encontre des mauvais clients et a une prudence financiére
inadéquate de la part des équipes de gestion et du Conseil d'Administration dans leur gestion
conjointe.

2. Les chartes signées conjointement ne sont pas encore en vigueur et on cherche a résoudre les
problémes d'absence de gestion des performances et de révision des tarifs.

3. Les accords de prét existant entre le gouvernement et Water Boards interdisent les plans
d'investissement immédiat et a long terme pour le développement concernant Water Boards;

4. Il subsiste un besoin de contréler 'accomplissement de la tache du conseil d’administration et des
équipes chargées de la gestion des entreprises pour parvenir a la viabilité financiére des conseils.

5. L'opportunité est grande pour le secteur privé-public pour ce qui est de mener a bien certaines
des activités des conseils ;

6. Il existe au niveau du Ministére du développement de I'eau et de Water Boards une capacité
inadéquate a mettre en csuvre avec succeés les plans d'investissement en cours dans le secteur
urbain d'eau.

Secteur d'approvisionnement rural en eau

1.

Utilisation de |'approvisionnement rural en eau et du Manuel de Mise en ceuvre du systéme sanitaire sur
demande d'Approche sensible s'avére initialement difficile a accepter au niveau du secteur public que
du secteur privé. L'harmonisation est longue.

La promotion du secteur privé a travers les services de gestion de quartier tel que le soutien de la
communauté aux groupes est accepté par les communautés mais son cautionnement reste a étudier.

Gestion des Ressources en Eau

Promotion de ['utilisation du secteur privé équipé de systémes de gestion communautaires pour la protection de
la prise d'eau, s'avére effective. Quoique la gestion intégrée des ressources en eau entre les parties soit
obligatoirement poursuivie.

COUNTRY-REPORT: The political economy of water sector reform



Volume ll, Papers & Fresentations; Reform of the Water Supply & Sanitation Sector in Africa., Page 82

GESTIUN DU PROCESSUS DE REFORME DANS: LE CONTEXTE AFRICAIN

LE CAS DU: SENEGAL
Aladjr DIENG; Directeur dela Planification ét de FEquipement, SONES

Présentation du Sénégal

Situé a I'extréme Ouest du continent africain, le Sénégal a une superficie de 197.000 km? et compte 550 km de
littoral atlantique.

C'est un pays plat, dont le relief dépasse rarement 100 m, & I'exception du sud-est ou le point culminant est a
581 m. Le climat est celui des régions tropicales subdésertiques, avec deux saisons tréss tranchées :une saison
séche d'Octobre a Juin et une saison des pluies de Juin & Octobre. Les précipitations varient entre 300 mm au
nord et 1500 mm au sud.

La population actuelle est de 8,6 millions d'habitants et s'accroit au rythme de 2,5 % par an. La population
urbaine représente 47 % de la population totale .Prés du quart de la population totale du pays vit dans la région
de Dakar.

Le produit national brut (PNB) par habitant était de 550 US$ en 1997,

Les ressources en eau

Les eaux souterraines : elles couvrent la majeure partie du territoire national en grande quantité mais avec des
caractéristiques physico-chimiques souvent mauvaises(fortes teneurs en chiorures ,fluor ou fer).Danis la région
de Dakar sous l'influence de pompages excessifs, les nappes sont menacées par l'invasion du hiseau salé
marin.

Les eaux de surface :Elles sont constituées du Fleuve Sénégal au Nord, de la Gambie au Centre, de la
Casamance au Sud et du Lac de Guiers au Nord rattaché au réseau hydrographique du fleuve Sénégal. A
certaines périodes I'année la Gambie et la Casamance sont a sec sur une partie de leur cours.

Le Lac de Guiers , situé a 250 km de Dakar constitue la seule ressource a long terme pour I'approvisionnement
en eau de la capitale.

Le secteur de I’hydraulique urbaine avant la réforme
» L'évolution institutionnelle

De 1960 a 1971, le service public de la distribution d'eau en milieu urbain était assuré par la Compagnie
Générale des Eaux du Sénégal, filiale de la CGE France sous le régime de ['affermage.

En 1971, le service public a été nationalisé. Une société nationale fut créée : la Société Nationale d'Exploitation
des Eaux du Sénégal (SONEES). Elle prit la succession de la CGES sous le méme régime d'affermage.

En 1983 une nouvelle réforme institutionnelle a été réalisée suite aux conclusions de ['étude menée par e
Cabinet IDET-CEGOS.Cette réforme donnait a la SONEES la concession du service public de I'eau potable en
milieu urbain .

Les relations entre I'Etat et la SONES étaient matérialisées a travers un contrat de concession et un contrat
plan

L'objectif visé était de donner a la SONEES une autonomie de gestion et une autonomie financiere réelies.

L.e contexte de {a réforme

Les résultats obtenus ont été mitigés , malgré des succes notables enregistrés dans le domaine de 'extension

de la desserte en eau, de I'extension du réseau de distribution et de la maintenance électromécanique .

Ce succes relatif cachait en réalité de graves difficultés financiéres et techniques :

- déficits importants de trésorerie qui ont obligé la société a accumuler des ariérés vis a vis de ses
fournisseurs

- stagnation des volumes d'eau vendus du fait du déficit chronique croissant dans I'alimentation en eau de
Dakar
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- trés faible taux de recouvrement des factures d'eau de [IEtat et des Communes malgré un niveau de
consommation trés important, a la limite du gaspillage

- pertes d'eau importantes dans le réseau du fait de la vétusté des conduites.

- saturation des grandes conduites de transfert d’eau vers Dakar

- incapacité de la SONES a résorber le déficit en eau de la capitale avec tous les inconvénients induits pour
les populations, les industries et sur sa propre viabilité ,la vile de Dakar représentant plus de 60 % de
I'activité du secteur. Ce déficit chronique ,dont les premiers signes ont commencé a se manifester dés 1986
, représentait en 1995 prés du quart des besoins .
La stratégie de résorption de ce déficit était congue en deux étapes :

- une premiére phase , a court terme, destinée a alléger le déficit par la mise a disposition de 530.000 m 3
supplémentaires par jour.

- une deuxiéme phase dite phase a long terme destinée a satisfaire les besoins de la capitale a 'horizon
2030 par une amenée d'eau a partir du Lac de Guiers situé a 250 km de Dakar.

L'ampleur des investissements requis étant hors de sa portée, le Gouvemement du Sénégal a fait appel a ses

partenaires traditionnels au développement avec lesquels il s'est accordé sur la nécessité d'une réforme du

secteur avant d'engager des investissements aussi importants.

Le processus de la réforme

Afin de lever les contraintes mentionnées ci-dessus, le Gouvernement du Sénégal décida d‘engager une
reforme du secteur de I'hydraulique urbaine et de 'assainissement.

*Les objectifs

Les objectifs visés dans cette réforme peuvent étre résumés ainsi :

- assurer la viabilité financiére du secteur en améliorant la gestion ,la tarification et le recouvrement des colits

- lareduction de la pauvreté et 'amélioration de la santé, en donnant aux populations défavorisées des zones
périurbaines davantage accés a une eau salubre et un assainissement adéquat et a leur portée, en
particulier par la réduction du déficit en eau de la région de Dakar, I'amélioration de la desserte en eau dans
les centres secondaires, I'extension et I'amélioration des systémes d'égouts .

- La participation du secteur privé dans la gestion du service d'eau en milieu urbain pour une amélioration
des performances techniques et commerciales du secteur

- Lerenforcement des capacités institutionnelles des acteurs chargés de la mise en teuvre de la réforme.

sLe processus

Le processus a été conduit par un Comité de pilotage dirigé par le Ministére des Finances et comprenant les
différents ministéres et services de I'Etat impliqués a des degrés divers dans le secteur et s'est déroulé en
plusieurs étapes.

- Suite a une étude diagnostique du secteur réalisée par le cabinet Emst & Young, et a une étude des
cas de réformes réalisées dans la sous-région ( Guinée, Gambie, Céte d'lvoire) le Gouvernement prit la
décision d'introduire un partenaire privé professionnel dans la gestion du secteur .

- Dans le but d'informer et de prendre en compte les avis de toutes les parties intéressées, un atelier
national a été organisé avec les représentants des différents ministéres concernés, de 'administration, de la
SONEES, des syndicats, des bailleurs de fonds et des consultants .Au cours de cet atelier des
recommandations ont été formulées sur :

- la répartition des réles et une définition claire des responsabilités des différents acteurs

- le contenu du cahier des charges a prendre en compte dans la confection des dossiers d'appel
d'offres par les consultants.

- ['élaboration d'un plan d'action pour la mise en place du nouveau cadre institutionnel pour une

transition sans heurt

Sur la base des orientations définies a I'atelier national ,les dossiers d'appels d’offres ont été élaborés. Le
processus s'est déroulé ainsi :

Les entreprises intéressées ont été invitées par appel & candidature diffusé dans les médias nationaux et
internationaux a présenter des dossiers de présélection.
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Les dossiers d'appel d'offres minute ont été remis aux entreprises présélectionnées et discutés avec la partie
senégalaise au cours d'une réunion d'information tenue a Dakar. Les dossiers d'appel d'offres définitifs ont été
élaborés en tenant compte des remarques pertinentes des candidats présélectionnés.

L'appel d'offres s'est fait en deux temps. Il a d'abord été demandé aux soumissionnaires de présenter une offre
technique. Ceux dont les offres ont été jugées satisfaisantes ont été invités a présenter des offres financiéres.
Les offres ont été ouvertes en séance publique . L'offre la moins- disante , c'est-a-dire donnant le prix au métre
cube le plus bas , a été retenue.

Aprés l'adjudication, les négociations ont été engagées avec I'adjudicataire désigné pour finaliser le contrat.
Elles portaient essentiellement sur les aspects pratiques de la prise en charge du service par le nouvel
exploitant .

Les différentes formes de participation du secteur privé

La participation du secteur privé dans la gestion des services publics peut revétir divers aspects selon le degré
d'implication de l'opérateur dans les investissements.

Les différents schémas sont communément regroupés sous I'appellation de contrats de délégation de service
public.

Une délégation de service public est un contrat par lequel une collectivité publique s'en remet a une tierce
personne pour exécuter un service public a sa place, la collectivité demeure garante de la bonne exécution du
service a I'égard des usagers.

Si on exclut les simples contrats d'assistance technique ou de gestion , les contrats de délégation de service
public sont la gérance, la régie intéressée, l'affermage, la concession ,le BOT.

La caractéristique principale de ces options contractuelles est que la propriété reste publique et F'exploitation
privée,

Ces contrats different par les responsabilités et la durée des droits accordés a I'exploitant privé par la puissance
publique.

La privatisation par vente des actifs, comme cela s'est fait en Grande Bretagne ,transférant la propriété du
patrimoine a une entreprise privée est restée jusqu'a présent une exception dans le domaine de 'eau.

Le nouveau cadre institutionnel pour I'eau et I'assainissement

De cet éventail de formes de participation du secteur privé , le SENEGAL a choisi I'affermage qui est « un
contrat par lequel une personne publique charge une personne généralement privée de l'exploitation d'un
service public et lui remet simultanément les ouvrages nécessaires a cette exploitation, la personne privée
assurant I'exploitation sous sa responsabilité et versant en contrepartie des ouvrages qui lui sont remis une
redevance & la puissance publique ».

Dans le cas du Sénégal on peut parler d'affermage « amélioré », dans la mesure le fermier a des obligations
d'investissements stipulés dans le contrat , mais pour ['essentiel les investissements sont faits par l'autorité
affermente.

Le schéma institutionnel choisi consistait pour I'Etat & déléguer son rdle de puissance publique a une société de
patrimoine qui devait gérer pour son compte le contrat d'affermage et réaliser les obligations de la puissance
délégataire.

Un autre aspect important de la réforme au Sénégal a consisté a séparer 'eau potable et 'assainissement
auparavant gérés par la SONEES . En effet pour réaliser les objectifs ambitieux fixés pour le sous-secteur de
I'assainissement, il a paru nécessaire d'opérer cette séparation pour donner a ce sous-secteur tout2 I'attention

qu'il mérite.

Les relations fonctionnelles entre les différents acteurs du secteur

Deux entités sont chargées de la gestion du sous-secteur de I'hydraulique urbaine : la Société Nationale des
Eaux du Sénégal, SONES, société de patrimoine et la Sénégalaise des Eaux, SdE , société privée.
L'assainissement est géré par un office indépendant spécialement créé a cet effet, 'Office National de

['Assainissement du Sénégal ,ONAS.
Dans ce nouveau cadre le rdle des acteurs est ainsi défini -
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«[ 'Etat
L'Etat s'occupe de la définition de la politique globale du secteur : gestion des ressources en eau , élaboration
du cadre réglementaire et approbation des tarifs.

*La société de patrimoine SONES

La SONES a été créée en Avril 1895. Son capital est entiérement détenu par I'Etat et les Communes.

Elle est propriétaire des installations et chargée de la gestion du patrimoine , de la maitrise d'ouvrage des
travaux de renouvellement et d'extension de l'infrastructure ainsi que du contréle de la qualité de I'exploitation .
Elle assure pour le compte de I'Etat |a gestion du Contrat d'affermage.

Sa rémunération , constituée par les redevances que lui reverse la SDE , couvre ses frais de fonctionnement, le
remboursement de la dette du secteur , les investissements d'extension et de renouvellement .

.1.1.1.1 *La Société d'exploitation : SDE
La constitution de cette société s'est faite autour du partenaire privé professionnel qui a été choisi apres appel
d'offres. A lissue de cet appel d'offres le Groupement SAUR-GTHE a été déclaré adjudicataire. Ce groupement
détient 51 % des actions de la SDE.
Les 49 % restants sont ainsi répartis : Etat du SENEGAL : 5%, Employés ex SONEES :5% , privés Sénégalais :
39%
Cette répartition initiale a subi une modification suite a une augmentation de capital .
La SDE est chargée :
- de I'exploitation des ouvrages et installations, du renouvellement du matériel d'exploitation, des compteurs, des
branchements ainsi que d'une partie du réseau de distribution.
- de la gestion commerciale : relations avec la clientéle, facturation, encaissements.
Sa rémunération est basée le prix au métre cube offert par le partenaire professionnel lors de I'appel d'offres.
. La prise de service de la SDE a eu lieu le 23 Avril 1996.

+L'Office National de I’Assainissement : ONAS

L'ONAS est un établissement public a caractére industriel et commercial. Il est chargé de I'exploitation du réseau
et des installations d'assainissement . Sa mission couvre a la fois I'assainissement collectif et individuel .Sa
rémunération est assise sur des surtaxes prélevées sur le prix de 'eau dans les villes dotées d'un systéme
d'assainissement collectif ainsi que sur les subventions annuelles qu'il recoit de I'Etat.

Les investissements d'extension et de renouvellement sont du ressort de I'Etat.

sRelations entre I'ETAT, la SONES et la SDE

L'Etat et la SONES sont liés par:

- un contrat de concession au titre duguel 'Etat donne & la SONES le droit  exclusif d'acquérir et de construire
les ouvrages et installations de production, de transport et de distribution d'eau au Sénégal,

- un Contrat Plan définissant les relations fonctionnelles, les objectifs assignés a la SONES ainsi que les
obligations réciproques des deux parties.

L'Etat et la SDE sont liés par un contrat daffermage conclu pour une durée de dix ans. La SONES est
cosignataire du contrat d'affermage et en assure la gestion pour le compte de I'Etat.

La SONES et la SDE sont liées par un contrat de performance. Ce contrat précise les objectifs assignés aux
deux sociétés ainsi que les obligations de résultats de chacune d'elles.

Des objectifs annuels de rendement de réseaux, de recouvrement et de linéaires de conduites a renouveler par
['exploitant ont été fixés dans le dossier d'appel d'offres et repris dans le contrat d'affermage.

Le contrat de performance est révisable tous les cing ans, a la demande de la partie la plus diligente. Cette
révision est destinée a coriger et réajuster les objectifs a la lumiére de I'expérience acquise.

La SDE reverse a la SONES une redevance. Afin d'inciter le fermier a améliorer I'entretien du réseau et le
recouvrement des factures, cette redevance est calculée sur les métres cubes produits, les taux de rendement
et de recouvrement contractuels stipulés dans le contrat d'affermage, la non atteinte de ces objectifs entrainant
pour le fermier une pénalisation financiére.

De méme il a été fixé & la SONES des objectifs en matiére d'investissements et de renouvellement de
conduites.
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Le contrdle de la SDE par la SONES se fait sur la base de critéres de performance (définis dans le Contrat de
performance) constituant une grille qui permet a la fin de chaque année de faire une évaluation.

Pour assurer le suivi des relations entre la SONES et la SDE, faire le point du niveau d'exécution de leurs
obligations contractuelles respectives et connaitre de leurs différends, un Comité de suivi et d'arbitrage a été
institué. Il comprend des représentants de la Présidence de la République, de la Primature, du Ministére chargé
des Finances, du Ministére chargé de I'Hydraulique, de la SONES et de la SDE. La difficuité vient cependant du
fait que les décisions du Comité de suivi n'ont pas de valeur contraignante pour les parties.

lIn'y a pas de relations contractuelles entre la SONES et 'ONAS, ni entre la SDE et 'ONAS.

Les obligations contractuelles et les réalisations

Au terme de quatre années de mise en ceuvre, un premier bilan peut étre dressé. _
Le Projet Sectoriel Eau qui était la justification de la réforme a été financé par les bailleurs de fonds a hauteur
d'environ 200 millions de dollars. Ces financements sont faits sous forme de préts a rembourser par la SONES.
La période de démarrage a été difficile en ce qui conceme Ja SONES. En effet, société nationale, elle est
soumise aux régles de passation des marchés publics, ce qui entraine des procédures souvent longues d'appels
d'offres et de passation des marchés

sLes obligations contractuelles de la SONES:

- réaliser le programme d'investissement comprenant entre autres deux grands projets : le Projet Sectoriel Eau
et le Projet des Six Centres Fluviaux , avec les colits et les planning arrétés

- renouveler 100 kilométres de réseaux équivalent fonte diamétre 100 mm en 5 ans

- renouveler 30000 branchements en 5 ans

- réaliser 36000 branchements sociaux en 5 ans

sLes obligations de I'exploitant

Les obligations concernent :
- le rendement de réseau qui doit passer de 69,5 % en 1996 & 85% en 2002. Dans le contrat d'affermage il était

prévu que le rendement des réseaux devait évoluer de 74 % en 1995 a 85 % en 2000. Ces objectifs initiaux ont
été revus a la baisse en juin 1998 pour tenir compte d’une part , de l'écart de rendement & la prise: de service
di a la longue période de transition, et d'autre part du retard intervenu au démarrage des travaux de
réhabilitation a la charge de la SONES

- le taux de recouvrement qui doit passer de 92 % en 1995 a 97 % en 1998.

- le renouvellement annuel de 17 kilométres de conduites en équivalant fonte diamétre 100 mm

- le renouvellement annuel de 6000 branchements et 14000 compteurs

- ainsi qu'un certain nombre d'autres paramétres consignés dans une grille de performance permettant d'évaluer
annuellement |a qualité de I'exploitation

- le reversement régulier de la redevance a la SONES

sLes obligations de I'Etat

Les obligations de I'Etat concement :
- le paiement régulier des factures d'eau de I'administration
- le réajustement des tarifs suivant les besoins pour assurer I'équilibre de trésorerie de la SONES , I'ajustement

tarifaire pour I'exploitant se faisant annuellement par application de la formule contractuelle d'indexation.

Les résultats
Aprés quatre années de mise en ceuvre, les résultats de la réforme sont bien perceptibles. Les grands projets

ont trouvé des financements et sont a un état d'exécution treés avancé.
La mise en service des ouvrages du Projet Sectoriel Eau en juillet 1999 , a permis de résoudre le déficit en eau

de la région de Dakar.
Dans les centres de l'intérieur deux projets importants ont été réalisés et mis en service en juillet 1999 et

décembre 2000.
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Au niveau de I'exploitant des efforts importants ont été fournis pour I'amélioration et la modemisation du
systéme de gestion des abonnés. Le rendement de réseau a été sensiblement amélioré. De 70,5 % en 1995 , il
est passé a 74 % en 1999.

Le taux de recouvrement des clients particuliers est passé de 92 % a 96% .Les clients anciennement
« intouchables » sont devenus de bons payeurs.

L'Etat a fait un effort remarquable en payant depuis quatre ans ses factures a temps et en opérant sans
difficultés les ajustements tarifaires nécessaires.

Les communes qui, avant la réforme accumulaient d'importants arriérés, s'acquittent réguliérement de leurs
factures qui ont baissé de prés de 70 % grace aux mesures coercitives appliquées par le SDE .

Le nombre d'abonnés a progressé de 203.902 en 1996 a 244.596 en 1999

Le nombre de bornes-fontaines est passé de 2.628 en 1996 a 3.223 en 1999.

Le taux de desserte se situe a 82,3 % dans la région de Dakar et a 77,4 % sur I'ensemble du secteur en 1999,
soit 0,4 % au-dessus de ['objectif de 77 % initialement fixé.

La population additionnelle desservie entre 1996 et 1999 est estimée a 470 000 personnes dont 90 % se
trouvent dans les zones défavorisées.

Difficultés nées dans I'exécution des contrats

A cdté de ces succés un certain nombre de difficultés sont apparues dans 'exécuticn des contrats nées de
linterprétation divergente de certaines clauses. Un atelier pour 'harmonisation de l'interprétation des contrats a
été organisé a la prise de service de I'exploitant, mais cela n'a pas empéché les divergences d'exister et de
subsister.

Un climat de méfiance réciproque s'est installé entre les deux principaux acteurs que sont la SONES et la SDE.

Nous citerons quelques points d'achoppement :

- lanégociation sur la cession des actifs ; a la prise de service I'exploitant devait conformément au cahier des
charges racheter le matériel d'exploitation et les compteurs. Les discussions ont duré plus d'un an et n'ont
pas encore trouvé de solution définitive. Etant donné [limportance des sommes d'argent en jeu les
discussions ont été trés difficiles, chaque partie voulant maximiser ses gains.

- la convention - programme d'investissement : contractuellement ,chaque année en Aolt la société de
patrimoine et I'exploitant doivent arréter un programme triennal d'investissements a réaliser par la société
de patrimoine. Les négociations pour I'établissement de la premiére convention ont duré prés d'un an, la
tendance de I'exploitant étant de vouloir faire renouveler aux frais de la société de patrimoine le maximum
d'ouvrages possible dans le minimum de temps possible.

- les impacts financiers du décalage entre les données du dossier d'appel d'offres et la réalité constatée a la
prise de service : ayant constaté ce décalage, qui était du reste prévisible et envisagé par le dossier d'appel
d'offres, les deux parties ont révisé a la baisse Ila courbe des objectifs de rendements fixés a I'exploitant
mais ont eu des divergences sur les compensations financiéres que réclamait I'exploitant.

- le reversement de la redevance : contractuellement I'exploitant doit reverser le 15 du mois n |a redevance
sur les factures encaissées au mois { n-1). A ce niveau, il y a eu des retards dans le reversement de la
redevance qui ont contribué a crisper les relations entre les deux sociétés dans la mesure ou la société de
patrimoine dont la seule ressource est la redevance voit comme une tentative de I'asphyxier toute rétention
de cette redevance par l'exploitant.

Un arbitrage ,effectué par deux conciliateurs désignés par le Gouvernement et acceptés par les deux parties , a

permis de trouver des compromis sur les problémes évoqués ci-dessus. Ces accords ont fait I'objet d'un

protocole signé par les deux parties.

La gestion du processus

Dans la gestion du processus de la réforme certains aspects méritent d’étre pris en compte avec attention .

La décision de « privatiser » est plus un acte politique qu'économique. Elle requiert une volonté politique claire
et partagée par toutes les parties prenantes.

Le choix de la forme de privatisation |a plus appropriée ou de la meilleure combinaison parmi les formes
existantes doit se faire sur la base d'un diagnostic sérieux du secteur , des expériences vécues ailleurs et des
objectifs clairs qu'on se fixe.
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Pour espérer mettre en confiance et encourager les candidats potentiels & présenter leurs meilleures offres , il
est nécessaire d'élaborer des procédures transparentes pour le processus : compétition ouverte avec une large
diffusion, ouverture publique des prix, régles d'adjudication connues de tous.

Le soutien du public qui confond souvent privatisation et bradage du patrimoine national doit étre acquis par une
campagne de sensibilisation et de communication aussi bien au niveau du public lui-méme que de ses
représentants ( députés, élus locaux, leaders dopinion....).En particulier les soucis concemant les
conséquences de la privatisation sur les pauvres doivent étre apaisés.

Le probléme du personnel

La question du personnel doit étre abordée dés le début du processus. De Ia plus ou moins bonne maniére dont
elle est gérée dépend en grande partie la réussite ou I'échec de l'opération.

Au Sénégal cette question a préoccupé les autorités tout au long du processus. Dans le cas de la SONEES, le
probléme a été relativement facile a gérer dans la mesure ou il n'y avait de sureffectif. Tous les travailleurs qui
avaient un contrat de travail permanent avec I'ancienne société ont été repris dans les trois entités issues de la
réforme.

Bien que le principe fit de laisser la SONES prendre en priorité le personnel dont elle avait besoin, c'est le
volontariat qui a prévalu dans la répartition du personnel .

Dés le début du processus le personnel a £té associé a la réflexion.

La gestion de la transition

La période de transition entre Ia création de la société de patrimoine et l'installation du fermier a duré presque un
an au Sénégal. Cette longue période de transition est en partie responsable de certaines difficultés survenues
plus tard dans les rapports avec l'exploitant. En effet durant cette longue période d'attente peu propice & un
travail efficace, plusieurs indicateurs de performance de l'exploitation se sont dégradés. En plus une partie du
matériel d'exploitation , en particulier les véhicules peut disparaitre ou se détériorer avant l'installation du
fermier, d'ou des difficultés potentielles dans les discussions sur le rachat des actifs meubles

Les risques liés aux contrats

L'affermage ou la concession sont des contrats de partenariat de longue durée( dix ans ou plus) .Il est évident

que pour de tels contrats inscrits dans la durée des risques réels ou potentiels existent. Nous en citerons

quelques uns :

- les divergences d'interprétations des contrats

- le non respect des engagements des partenaires { Etat, Communes, société de patrimoine, société
d'exploitation)

- décalage entre les projections et la demande réelle ( risques de marche)

- risques lés a ['environnement économique et social ( inflation, coriflits sociaux)

- réticences de I'exploitant au contrble

- déséquilibre de linformation au niveau des partenaires, nécessité pour tous d'avoir des informations
exhaustives et fiables

- risque de perte de confiance entre les partenaires.

Conclusion et recommandations

L'expérience sénégalaise est encore récente et en pleine évolution. Elle s'est inspirée des expériences similaires
qui se déroulent sur le continent. Elle connait des difficultés de démarrage qui sont en passe de trouver des
solutions satisfaisantes pour toutes les parties, préserver les intéréts des consommateurs et de la nation et
permettre au privé de faire des profits raisonnables.

Toute situation requiert une solution institutionnelle adaptée. Les legons & retenir concement la nécessité :

- d'une compétition transparente pour le choix de 'opérateur avec un cahier des charges qui tout en étant le
plus précis possible, laisse la porte ouverte pour les négociations concernant les situations de la vie pratique qui
ne peuvent toutes étre prévues.

- d'impliquer I'opérateur en cas d'affermage dans les investissements concemant le renouvellement des réseaux
et du matériel électrique et électromécanique

- d'établir des clauses d ‘incitation financiére pour I'amélioration des rendements de réseaux
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- d'avoir une société de patrimoine légére en effectif, financiérement et techniquement forte pour répondre

efficacement aux sollicitations du partenaire privé.

- d'établir un climat de confiance et de coopération entre les divers acteurs du secteur .

Aprés avoir fait |'appel au privé pour I'exploitation du service public de I'eau potable, le Sénégal explore les voies
pour l'impliquer dans le financement du secteur . Cette implication qui pourra revétir plusieurs formes a l'avenir
est une orientation de base retenue par le Gouvernement dans les secteurs publics urbains marchands.

UN SECTEUR EN PLEINE MUTATION: L’EAU POTABLE ET L’ ASSAINISSEMENT AU SENEGAL

1.

2,

Société Nationale des Eaux du Sénégal

SONES

UN SECTEUR EN PLEINE
MUTATION:L’EAU POTABLE ET
L ’ASSAINISSEMENT AU SENEGAL

Aladji DIENG
Directeur de la Planification et de 1 'Equipement

%, E
“ONt

L’EVOLUTION INSTITUTIONNELL

+ 1960 -1971 : Gestion déléguée a la CGES
( Affermage)

+ 1971 : Nationalisation du service des eaux

et création de la Société Nationale des Eaux
du Sénégal (SONEES).

» 1983 : Concession du service public a
SONEES

* 1996: Privatisation de 1 *exploitation et
création de trois entités :Sones, Sde, Onas

CONTEXTE DE LA REFOR
L ’alimentation en eau de Dakar

» Déséquilibre ressources / besoins
» Surexploitation des ressources souterraines

» Eloignement des ressources en eaux de
surface

* Investissements requis trés lourds

CONTEXTE DE LA REFORM]
L ’alimentation en eau de Dakar

+ Les seules ressources a long terme: le Lac
de Guiers situ€ a 240 kilométres
+ Stratégie en deux phases:
— Court terme : le Projet Sectoriel Eau (1996-
2003)

— Long terme : Le Projet Eau Long Terme
(2003-2012)
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CONTEXTE DE LA REFOR

Contraintes du cadre institutionnel

» Manque d ’autonomie dans la gestion
quotidienne

» Difficultés d *établir des tarifs adéquats

» Difficultés d ’établir de recouvrement des

- factures de |  Administration

» Manque de moyens financiers pour réaliser
les investissements

LES SOLUTIONS

» Mise en ceuvre d 'un important programme
d ’investissements

» Mise en ceuvre d 'une réforme
institutionnelle

7. 8.
LE NOUVEAU CADRE LE NOUVEAU CADRE
INSTITUTIONNEL INSTITUTIONNEL
» Privatisation de la fonction exploitation : » Les acteurs:
Participation du secteur privé (affermage) - ETAT
» Séparation de la fonction gestion du - SONES
patrimoine et investissement de la fonction — SDE
exploitation (création d ’une société de — ONAS
patrimoine)
+ Séparation de | "eau potable et de
1 *assainissement
9, 10.
L ’ETAT LA SONES

Définition de la politique sectorielle
Gestion des ressources en eau

Elaboration du cadre 1égislatif et
réglementaire

 Approbation de la politique tarifaire

Gestion du patrimoine
» Programmation des investissements
Recherche de financements

+ Maitrise d "ouvrage des travaux de
renouvellement et d "extension de
1 ’infrastructure

« Sensibilisation du public
« Contrdle de la qualité de 1 *exploitation
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1.

LA SDE

» Exploitation et entretien de 1 *infrastructure et
du matériel d *exploitation

* Renouvellement du matériel d exploitation ,
des compteurs et des branchements

* Renouvellement de réseaux
« Facturation et encaissements
= Communication et relations avec la clientéle

12,

ONAS

« Exploitation et entretien de 1 *infrastructure
et du matériel d "exploitation

* Renouvellement du matériel d *exploitation

13,

LES RELATIONS ENTRE L
ACTEURS

+ ETAT -SONES
— Contrat de concession
— Contrat Plan
« ETAT - SDE
— Contrat d ’affermage
* SONES - SDE
— Contrat de performance

14.

Rétrocession de préts1 g

iy

Pal — ng‘f.
ontrat de performance; 1!
Investissements | o

15.

T,

UN MULTI -PARTENARIAT

Partenariat Etat-bailleurs de fonds
» Partenariat secteur public/secteur privé
* Partenariat privés sénégalais et étrangers

« Partenariat banques commerciales / secteur
public

16.

LES OBLIGATIONS
CONTRACTUELLES

 Des relations fondées sur des obligations
contractuelles

* Des relations fondées sur des critéres de
performance

COUNTRY REPORT: The political economy of water sector reform




“Velume I, Papers & Prasentations, Reform of the Water-Supply & Sanifation Sectorin Africa.,

17.

Page 92

18.

LES OBLIGATIONS DE LAV

Rl

SONES

« OBLIGATIONS .

« Réaliser les investissements .
(en particulier le PSE )

» Renouveler 100 km de
réseaux en 5 ans

REALISATIONS

1ére Phase du PSE réalisée
pour 75 milliards CFA.Le
déficit en eau de Dakar est
résorbé depuis Juillet 99
96 km réalisés fin 99

INVESTISSEMENTS REALIS

* Projet Sectoriel Eau

— lére Phase:

» Renforcement de la capacité de la station de
traitement de Ngnith 40.000 & 64.000 m3/jour

» Construction et équipement de 11 forages

+ Renouveler 30000 * ;f}':)‘(’al‘;xi ;ﬁ?ﬁgzgo + Fourniture et pose de £5 Km de conduites DN 1200
l;r'ar;?henjlzt:)tgoen 5 ans . BOX:) réali‘:és Py 9;" cours + Fourniture et pose de 100 Km de conduites DN
. éaliser ¢ § 1000 mm
h ts soci
:;asnc ements sociaux en 3 » Renouvellement de 96 km de conduites
» 21800 branchements sociaux
19. 20.
g
LES OBLIGATIONS DE LAN
INVESTISSEMENTS REALIS .
SDE
* Le Projet des Six Centres Fluviaux + OBLIGATIONS * RESULTATS
. . . « Rendements de ré:  doit ¢+ 744%en98
— Construction de 3 stations de traitement passer?:r;(q),se‘.’; en 1996 & 95 % ~

— Construction et équipement de 7forages
— Construction de 8 chiteaux d "eau

— Fourniture et pose de 139,5 km de conduites et
3416 branchements

en 2002

« Taux de recouvrement ; de 95% cn
96 497 % en 98

« Renouvellement annuel de 17 km

97 % en 98
63600 km en fin 99

de conduites
Renouvellement annuel de £000 22900 en fin 99
branchements

+  Renouvellement annuel de 14000 54454 en fin 99
compleurs

Se fait régulidrement

Les critéres de la grille de
performance sonl atteints

Reversement de la redevance
*  Qualité de | "exploitation

2.

LES OBLIGATIONS DE

L ’ETAT
« OBLIGATIONS » RESULTATS
« Réajustements tarifaires « Ajustements faits

annuels pour atteindre réguliérement depuis 96
1’équilibre financier du

secteur

« Paiement régulier des + Paiement régulier depuis 96
factures de | * Administration

22,

DIFFICULTES NEES DANS
L ’EXECUTION DES CONTRATS

+ Des succes , mais des difficultés aussi:

+ le rachat des actifs cessibles

+ Renouvellement ou entretien ?

» Convention programme d ’investissements

+ Impact financier du décalage entre les
données de 1 *appel d ’offres et la réalité

« Reversement de la redevance
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23.

24.

VERS UNE PLUS GRANDE
IMPLICATION DU SECTEUR PRIVE

» Dés 2003,le déficit en eau de Dakar va
recommencer

* Projet Long Terme pour satisfaire la demande
jusqu ’en 2012 évalué a 118 millions de dollars

* Appel au secteur privé pour la conception ,la
construction et le financement d "une nouvelle
station de traitement de 130.000 m*/jour

RISQUES IDENTIFIES LIES A
CONTRATS

» Divergences d ’interprétation des contrats
» Non respect des engagements des
partenaires:

— paiement des factures de | "Etat et des
communes
— Performances de la scciété de patrirnoine

— Performances de la société d "exploitation

25.

26.

RISQUES LIES A LA DURE Fear®

DES CONTRATS

* Risques de marché :décalage entre
projections et demande réelle

* Risques liés a 1 ’environnement
économique et social (inflation, conflits

RISQUES LIES AU CONTROTL
DE L ’EXPLOITATION
» Réticences de 1 "exploitant au contrdle

* Nécessité pour la SONES d ’avoir des
informations exhaustives et fiables

* Le contrdle ne doit pas géner 1 ’exploitation

sociaux) * Risque de perte de confiance entre les
partenaires
27, 28.
RECOMMANDATIONS
AUTRES RISQUES

* Le probléme du personnel

Gestion de la transition entre public et privé
Modalités de transfert de 1 "exploitation
(matériel d’exploitation,immobilisations,
abonnés ...)

» Définir clairement les roles et
responsabilités des différents acteurs

 Bien préciser les notions d ’entretien, de
renouvellement et de réhabilitation

Mettre en place une structure de suivi des
contrats

Fixer au départ la valeur de rachat des actifs
meubles et des créances sur les factures
d’eau
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29.

RECOMMANDATIONS

* Faire accompagner la réforme d 'un
programme d ’investissements

La société de patrimoine doit disposer de

moyens et de personnel compétent

» Engagement des autorités a résoudre le
probléme des factures administratives

+ Assurer une communication auprés du
public sur les objectifs de la réforme

+ Etablir un esprit de confiance et de

partenariat entre les acteurs

30.

CONCLUSIONS

* Le cas du SENEGAL n ’est pas une
panacée

» Laréforme est un processus dont la finalité
est d *arriver a une gestion efficace et
viable du secteur

» 1l est nécessaire d "adapter chaque cas a la
situation spécifique concernée.
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WATER AND SANITATION SERVICES FOR LOW INCOME URBAN COMMUNITIES;
ENSURING SERVICE DELIVERY THROUGH PRIVATE SECTGR OPERATORS
By Mukari Karitiki, Water and Sanitation Program (WSP)

1.

Water and Sanitation Services for

Low Income U ban Communities
R S e e

# Ensuring Service
Delivery through
Private Sector
Participation in WSS
services

£ Presented to WUP Workshop,
Kampala, February 2001 by
R. Mukami Kariuki

Overview

# Current trends and future directions
# Constraints to serving the poor

8 Key Issues and Possible Actions

® Preparing for PSP

-y v N R SRR e

Current Trends and Future

Current '1I'rends
% AR Dt
i 50% of Africa’s popuIat]on urban by 2020 - a
large percentage in small towns

% Informal settlements already represent 20-70% of
the urban population

& Urban poverty is deepaning, and growing -
declining consumption levels (20 /cd)

8 Negative health impact evident - cholera endemic

Directions & Declining utility coverage (access, availability,
reliability, affordability) - 18% in Bamako
# Poor paying more and more (4-100 times) for less,
5. 6.

Future Dlrectlons

M e

¥ Growing movement towards PSP - 19+ African
countries have initiated or completed process

% Aim to improve accessibility, reliability,
affordability and quality of service...

% Increasing attention to services for the poor

# The bulk of future utility customers will be
low income urban households....many are

currently served by small scale private providers

or have provided for themselves. ..

S R et e

Constraints to Serving the
Poor
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7.

8.

Key constramts A 9 country study

b R i
Low government puonty/lack of political will/political interference
No dialogue/poor coordination among many actors In the sector
Inadequate skills/knowledge about serving the poor

¥ Inadequate cost recovery (policy and practice) - constrains services
delivery, extensions to new/poor areas

% Inadequate user consultation/participation in choosing Level of
Service/technical options

¥ Poor organisational/management skills of CBOs, Small Scale
Providers/ lack of “voice”

Limited community-utility interface, no dialogue with un-connected
Lack of awareness among users - Aygiene, proper use of facilities
Poor planning/physical layout, insecure tenure

Limited access to financing for extending services to the urban poor

s o

LR

Key Constralnts... pnvate -sector view

Corruption/distorted decision making, controlling influences

Legal restrictions, unregistered tenure, risk of unce tain tenure
Inappropriate tariff - blocks 8& multiple families, cross subsidies
High costs of connections, vendors/intermediaries,

Poor credit worthiness - pay by day, fow demand=(ow profit
Process intensive - sensitising, coliecting & billing small quantities,
Inappropriate levels of service - restrictive standarcls, unaffordable
Unplanned/physical layout, marginal land (costly to serve),
Insecurity - risks in collecting/disconnecting, clandestine operators,
Poor information/- consumer registers, customer
preferences/demand, changing needs,

¥ Weak regulatory capacity, inappropriate rules, misinterpreted,
interference

m owm omm am

P

10.

Key Issues and Possible
Actions

AR R e e

Pollcy does matter

# Government's objecttve of “WATER FOR ALL” is not
supported by clear strategy and legislation on
services to the urban poor.

+ Ensure that sectoral policy and legislation mandates
PO to work in unplanned, informal areas,

+ Remove exclusivity/monopoly clauses in legislation to
allow for alternative service providers

+ Require PO to establish strategy/outreach service
(inhouse or outsourced skills/capacity to work
effectively in/with low income communities)

..policy void = lack of MANDATE for utilities to serve the poor...

1.

12,

A seat at the table.

# Informal or illegal status of Iow income
communities is a long term and complex
problem but require immediate action

+"enable PO to obtain moratorium/temporary licence
(20 years) for delivery of services to the poor

+ reform technical/service standards to enable PO
focus on outputs rather than inputs)

¥ allow PO to innovate, (e.g. condominial systems,
above ground networks, flexible systems)

. illegal/informal status is a key constraint to financing ..
(investiment risk)....

SN

Mlssmg the target

e g,

The primary targets of social bIocks lifeline tanffs
- the poor - are often not connected...and buy secand or third
hand...in smail quantities

« adapt block tariffs to accommodate muitiple family
dwellings, domestic vendors, etc (volumetric tariffs)

< introduce bulk rates for non-conventional retailers
(domestic vendors, tanker filling stations)

- allow for smaller payments made more frequently
(billing/collection cycle, prepayment)

< enable PO to offer/facilitate credit for inhouse/yard
installations

... Jaw fncome consumers require approprate tardf stuclures, payownt
SYSTEINS, SCTVICC AITangements ..
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13. 14,
100 »n :HN ar:
® §t. pos
The Iast mlle-u.- ao -oth.r
T e R U i ey e 80 s
Most poor households (20-50%) obtain water 70 5 p
through a variety of intermediaries (neighbour, 80 —-3\ -
landlord, vendor, standpost, own source, etc) 50 +) 3
¢ request PO to lower the entry/connection costs by 40 —~: :
allowing for financing/subsidy, installments 30 43— 2
« enable PO to increase access to network (infilling, 20 L\“\‘ 5E\v
extensions, multiple (individual) taps in yards) 10 N
+ enable PO to count group connections towards N '
performance targets °
«innovate e.g. to get around controls on consumption > S v & & @
« o6 FESTSTEFS
..financing connection costs is difficult for daily wage earners... Q 05 L2 L 4 I 4 a@
Q' Y
L @ @
15. 16.

iy agnj’ " Capend

CBOs/NGOs and the smaII scale'pnvate sector are

pnmary service prowders to the POOr - they fill a gap
the utility cannot meet in the short term and reach customers utilities
are often unable to (demand responsive)

+ allow PO to count alternative providers in targets

+ regulator or PO to legitimise and regularise activities of
alternative providers (contracts, leases)

PO to offer better terms and conditions (bulk rates,

. smaller deposits, shorter billing periods

+ fora for dialogue/discussion (vendors association)

+" PO to incorporate SSPs in service delivery plan

...join them - partner/ca-opt/compete. ...

One SIze does not fit .all......
Bl

g tors Ly
Low income commumtles - a complex market
for water and sanitation that requires a range
of options/service levels
¥ require PO to offer a range of services that respond
to demand from different segments of the market
« allow PO to enable communities cross subsidise
internally (contributions according to ability)
£ allow a range of providers to compete in the market
(regulatory framework for all - water quality focus)
+ require PO to introduce customer based approach

..and leads to gap filling/alternative approaches -~ illegal
connections signal unmet demand?

17.

Samtatlon is health....

S R S b L e S s e

# Utilities are often best placed to facilitate
financing of improvements in on-site sanitation,
hygiene...

¥ require joint management of water and sanitation
(management contracts, leases, dumping permits)

+ enable PO to finance sanitation/hygiene education
through water supply (surtax for on site facilities),
public financing

J require PO to carry out consumer awareness
programs ~commercial and hygiene aspects

..... shift public financing for sewers.. to latrines? hygiene?

18.

100 % Sewerage
90 # On-site
80 N Other g
70 [ ] Noﬁo
(-]}

50 |- i ]
40 ]
so {—— i
20 | — §
10 . 8
0 T — ——r—ﬂ—'rn -
> & P o
;f & t’g & & q?s ,§
~ < &
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20.

Preparing for PSP (......and
the Poor)

In preparmg for PSP....actlons

Aﬁqmg’gp ﬂt@% L T SN

i

R

i Assess implications/potential/requirements for desired PSP model to
improve services to the poor (obligations of Govt., PO)

t Develop information/knowledge base on customers, demand,

service delivery arrangements early in the reform process

Strategise when, where and how to incorporate services in the

reform process (before, during, after PSP)

¢ Identify potential winners and losers/accommodate realities (SSPs)

i Specify desirable outputs/outcomes and allow innovation to arrive
at. best fit solution (informal, tenure, marginal)

# Tailor solution to particular situation,..Jearn and adapt

& Design regulatory arrangements to include views/representatives of
low income consumers (NGOs)

D26 Ut assume the poot will beoefil along wish others
¥ »

21.

22.

In preparmg for PSP...examples

R S e L

# sample tools for workirig wnth alternative providers (training
materials, financial managemernt, agreements) - Regu/ator

# tariff reforms to ensure that poor are adequately understood and
accommodated - Government

i poverty focussed performance targets (develop baseline
information, delivery modes - SSPs) - Transaction advisors

¥ business/Service Delivery Plans that specify activities/financing
requirements to extend services to LICs - PO

% in-house or out-sourced Consumer services/Outreach Services for
reaching consumers In LICs - POs

¥ WTP assessments, consumer/market surveys, poverty
mapping/baseline data, user consultations, - Transaction Advisors

& guidalines on output/outcome oriented standards - Regulator

chcIusmns

Future utility operatlons wnII depend on adequate attention
to services for low income communities:

& Develop tools for gathering/managing information and
knowledge on how to serve the poor

§ Identify appropriate service delivery arrangements and
allow alternative approaches - SSIPs

§ Address and incorporate sanitation and hygiene
awareness

t Allow innovation around service delivery arrangements

¥ Create the right conditions for sustainable service
delivery through PSP
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REFORMING THE WATER AND SANITATION SECTOR IN AFRICA
By Robyn Stein | o

“Cholera spreads when the water we drink is contaminated with human faeces. This happens when sanitation is
poor, and people go fo the toilet in or near the river or other water sources, or if they wash infected babies’
nappies in the water. The faeces of people infected with cholera contaminates the water that peopie drink and
use for household purposes.?

INTRODUCTION

The provision of clean water and adequate sanitation services are inextricably linked and foundational to human
health and well-being. The challenge faced by Africa and specifically South Africa is the: provision of clean water
and adequate sanitation services to all our people, regardless of race, gender, culture, ethnic crigin, class,
disability, HIV/AIDS status or any other inherent human characteristic.

South Africa inherited a multitude of water laws from our apartheid past. Apartheid was an inefficient racial spoils
system. Under the apartheid regime, access to and distribution of water rights were determined on a racially
discriminatory basis. This is because distribution of water rights was linked to land. The colonial and apartheid
era was characterised by an oppressive programme of land dispossessions. That programme gained momentum
at the tum of the century when legislation was introduced which aimed to prevent 85% of South Africans, that is
black South Africans, from acquiring, helding or disposing of immovable property?. Under apartheid, distribution
of water took no account of the basic needs of the nation's people as a whole. Consequently, in South Africa
today, there are still approximately 8 million people without access to safe water and over 20 million without
access to adequate sanitation?. According to the October Household Survey of 1999, 60% of rural South African
households have no access to sanitation facilities at all. Among the histonically privileged population, infant
mortality rates are about 20 per thousand. In some water deprived rural areas we lose 370 infants per 1000
births. The reform of South Africa’'s water law was hence a process of national importance - a life and death
matter — and may be said to have been mandated as long ago as June 1955, when at the Congress of the
People, held at Kliptown near Soweto, it was declared that “all apartheid laws and practices shall be set aside".>

The Water Law Review process commenced with a detailed review of all South African water law. In March
1995, a document entitled “You and Your Water Rights" was published by the Departrnent of Water Affairs and
Forestry. It constituted a “call by the Government for everyone to contribute to this historic process, from the
boardrooms of industry to the local village development forum™. The document sought to assist the public in
making meaningful contributions and sought to raise certain questions about the water laws which were inherited
by South Africa’s new democracy from the apartheid past. That document not only sought to set out the main
principles and provisions of the then existing legal structure but also contextualised these against their origin and
historical development.

In April 1996, the Fundamental Principles and Objectives for a new water law in South Africa was published for
comment. These principles were designed to focus attention on the primary areas of water resource
management requiring urgent reform and transformation. The principles are simple and concise statements
which would constitute a framework or paradigm for the development of a new detailed water policy and a new
national water statute. In April 1997, Cabinet approved the White Paper on a National Water Policy of South
Africa® which was a comprehensive and detailed document addressing resource management and water supply.

1 BA, LLB (Wits), LLM (London), Attorney practising Water and Environmental Law; Director of Bowman Gilfiltan Inc; Special Legal Advisor fo the Minister
of Water Affairs and Forestry, Professor Kader Asmal MP, throughout the Water Law Review Process

2 Extract from the October 2000 Newsletter of South Africa’s Sanitation Task Group (“SANTAG"), available at www.santaj.org.za.

3 See for example the Native Land Act 27 of 1913

4 White Paper on a National Water Policy for South Africa, Department of Water Affairs and Forestry, April 1997, page 9

5 See “The Freedom Charter”, www.anc.orq.za/ancdocs/history/charter

8 You and Your Water Rights, South African Law Review - A call for Public Respanse, March 1995, Department of Water Affairs and Forestry

7 |bid. p1

8 Department of Water Affairs and Forestry, April 1997

RCWSS/2-01/2.2, Addressing the interests of thie-poor and vulnerable groups in the reform process






Volumel, Papers & Presentaticns; Reform of the Water Supply & Sanitation Sector in Africa., Page 100

The White Paper identified key proposals which would guide management of water in South Africa and served as
an official democratically developed and approved guideline for the drafting of the new National Water Act.

The White Paper on a National Water Policy for South Africa became the beating heart of the water law review
process. South Africa’'s new water policy embodies “our national values of reconciliation, reconstruction and
development so that water is shared on an equitable basis, so that the needs of those without access to water in
their daily lives are met, so that productive use of water in our economy is encouraged, and so that the
environment which provides us with water which sustains our life and economy is protecied™.

On 9 February 1998, South Africa's then Minister of Water Affairs and Forestry, Professor Kader Asmal MP,
expressed his exhilaration and pride at being able to share with millions of South Africans “a transformative,
constructive, forward looking piece of legislation® - The National Water Act 36 of 1998 (‘the Act"). Cn the same
occasion, Professor Asmal confirmed that the Act was drafted with the vision that “one day all of Scuth Africa’s
people will be served with water"'. The United Nations reported in its annual Human Development Report 2000,
that approximately three million people have benefited from the South African Government's water supply
programme. 2

On 19 December 1997, the President of the Republic of South Africa, Mr Nelson Mandela, signed into law the
Water Services Act, 108 of 1997 (“the Water Services Act”). The Preamble to the Water Services Act states that

‘RECOGNISING the nghts of access to basic water supply and basic sanitation necessary to ensure
sufficient water and an environment not harmful to health or well-being;

ACKNOWLEDGING that there is a duty on all spheres of Govemment to ensure that water supply
services and sanijtation services are provided in a manner which is efficient, equitable and sustainable;

ACKNOWLEDGING that all spheres of Government must strive to provide water supply services and
sanitation services sufficient for subsistence and sustainable economic activity;

RECOGNISING that in striving to provide water supply services and sanitation services, all spheres of
Govemment must observe and adhere to the principles of co-operative government;
ACKNOWLEDGING that although municipalities have authority to administer water supply services and
sanitation services, all spheres of Government have a duty, within the limits of physical and financial
feasibility, to work towards this object;

RECOGNISING that the provision of water supply services and sanitation services, although an activity
distinct from the overall management of water resources, must be undertaken in a manner consistent
with the broader goals of water resource management;

RECOGNISING that water supply services and sanitation services are often provided in monopolistic or
near monopolistic circumstances and that the interests of consumers and the broader goals of public
policy must be promoted; and

CONFIRMING the National Government's role as custodian of the natior:'s water resources. ..”

Accordingly, the objects of the Water Services Act include -

(a) ‘the right of access to basic water supply and the right to basic sanitation necessary to secure
sufficient water and an environment not harmful to human health or well-being;

(b) the setting of national standards and norms and standards for tanffs in respect of water services;

(c) the preparation and adoption of water services development plans by water services authonties,

(d) a regulatory framework for water services institutions and water services intermediaries,

9 |bid, p2

1 Opening remarks by Professor Kader Asmal MP, then Minister of Water Affairs and Forestry, at the presentation of the National Water Bill to the South
African parliament’s portfolic committee for Agriculture, Water Affairs and Forestry on 9 February 1998,

1 |bid.

12See www.undp.org/hdr200Q
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(e} the establishment and disestablishment of water boards and water services committeas and their
duties and powers;

(f) the monitoring of water services and intervention by the Minister or by the relevant Province;

(9) financial assistance to water services institutions;

(h) the gathering of information in a national information system and the distribution of that information;

(i) the accountability of water services providers; and

() the promotion of effective water resource management and conservation.”

A Right to Water and Sanitation?

The distribution of South Africa’s water across the population is even more unequal, measured in class, race and
gender terms. More than half of the country's raw water is and has historically been used for white dominated
commercial agriculture, of which half is considered to be wasted due to poor irrigation techniques and
inappropriate crop choice. A further quarter is used in mining and industry. Around 12% of South Africa’s water is
consumed by households, but of that amount, more than half goes to white South Africans and less than a tenth
is consumed by all black South African households.'® Minimal water access is one reason why black South
Africans suffer by far the highest form of mortality and water related disease rates in all of Africa in relation to per
capita GDP.

Water-borme sanitation is available to approximately only one third of black South Africans, and excessive
amounts of water (typically 13 litres per flush) are used in virtually all middle and upper class areas,
predominantly by white South Africans. Mass pit latrines in urban and peri-urban areas remain factors in the
spread of faecal bacteria. Faecal pollution is a problem in many urban areas due to most low income
households’ inadequate sanitation.

The Constitution of the Republic of South, Act 108 of 1996, guarantees every person the right to have access to
sufficient food and water and obligates the State to take reasonable legislative and other measures, within its
available resources, to achieve the progressive realisation of the right (Section 27). Further, section 24 enshrines
the right to an environment that is not harmful to human health and well-being.

The Water Services Act, in section 3, stipulates that everyone has a right of access to basic water supply and
basic sanitation, that every water services institution must take reasonable measures to realise these rights and
every water services authority must, in its water services development plan, provide for measures to realise
. these rights.

The National Water Act operationalised the water access rights provided for in the Water Services Act by
providing for a national water reserve, superseding existing riparian rights to water (based on land related water
sources such as boreholes or river access). The basic human needs reserve provides for the essential needs of
individuals served by the water resource in question and includes water for drinking, for food preparatior and for
personal hygiene.

The National Environmental Management Act, 107 of 1998, further codifies the right of South Africans to
environmental justice, recognising that many inhabitants of South Africa live in an environment that is harmful to
their health and well-being, that everyone has the right to an environment that is not harmful to his or her health
or well-being, that the State must respect, protect, promote and fulfil the social, economic and environmental
rights of everyone and strive to meet the basic needs of previously disadvantaged communities and inequality in
the distribution of wealth and resources, and the resultant poverty, are among the important causes as well as
the results of environmentally harmful practices, and that sustainable development requires the integration of
social, economic and environmental factors in the planning, implementation and evaluation of decisions to
ensure that development serves present and future generations.

However, discourse on whether access to water and sanitation are enforceable fundamental human rights,
continues. In 1998, the United Nations Panel on Water declared that water should be paid for as a commodity

13 Bond, P and Ruiters, G: Drought and Liquidity Water Shortages and Surpluses in Post-Apartheid South Africa, p10 (Ur published).
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rather than be treated as an essential staple to be provided free of cost." The Water Services Act stipulates that
the Minister of Water Affairs and Forestry may, with the concurrence of the Minister of Finance, from time to time
prescribe norms and standards in respect of tariffs for water services, taking into account, among other factors,
the socio-economic and physical attributes of each area. The Department of Censtitutional Development (now
the Department of Provincial and Local Government} correlated the services to be provided (whether a
communal tap or a house/yard tap; whether pit latrines or flush toilets) to households' ability to pay for such
services. For example, the Department of Constitutional Development provided yard taps and pit latrines to those
households who earned less than R800 per month. The Department of Constitutional Development also
established pre-paid metering systems, which could result in the cut off of water supplies in the event that a
consumer does not pay.

The World Bank's water expert, John Roome, advised the Department of Water Affairs and Forestry to ensure a
credible threat of cutting water services to non-paying customers and to promote the wholesale commodification
of water.'s Bond and Ruiters note that during 1997 water cut-offs rose dramatically — a ten-fold increase in water
cut-offs in Gauteng alone. Water cut-offs during 1998 continued and included entire townships, as well as users
who had paid for water services. In 1998 the newly enacted National Water Act stipulated in section 36, that
‘[nJon payment of water use charges will attract penalties, including the possible restriction or suspension of
water supply.”6

Do South Africans then actually have an operative fundamental core right to water and sanitation? In October
2000, the South African Constitutional Court handed down its first significant judgment conceming the
enforcement of socio-economic rights.!”” The Court, in enforcing section 26 (the right to have access to adequate
housing) and section 28(1)(c) (the right of children to basic nutrition, shelter, basic health care services and
social services) emphasised that neither of the socio-economic rights gave the claimants a right to shelter
immediately. Nonetheless, after evaluating the Government's housing programme in force, the Court held that
the programme fell short of what was required by the Constitution — the provision of basic shelter to those
desperately in need, such as women and children. Despite Government’s provision of a significant number of
houses since 1994, the desperate situation of the claimants demanded some sort of short-term housing, even if
such housing failed to fulfil standards of durability, stability and habitability. The core right to shelter had to be
given effect to.

Applying the Court's decision to another socio-economic right guaranteed under the Bill of Rights — water it is
submitted that South Africans do have an operative right to water and sanitation services, especially having
regard to the current alarming rate at which cholera cases are being reported. At the Mvula Trust Conference on
Women, Water and Sanitation held on 7 August 2000,'® Ronnie Kasrils MP, the National Minister for Water
Affairs and Forestry stated that his department will in future allocate at least 10% of its budget to sanitation,
amounting to R80 million annually. Further, the Department of Water Affairs and Forestry recognises that the
provision of sanitary services is a departmental priority, noting that water should be affordable and possibly even
free to those who cannot afford to pay. The Durban Metropolitan Council recently inaugurated & policy of a
lifeline provision of water to meet social needs. A lifeline tariff provides citizens in a locality with @ minimum
standard of water supply to maintain family health. in Durban this has been set on the basis of the first six
kilolitres per household being free. The Government is examining this model of cross-subsidisation for the
purposes of implementing on a national scale.

Under the banner of the Reconstruction and Development Programme (*‘RDP"), the Department of Water Affairs
and Forestry in 1995 began implementation of a household sanitation programme, which comrmenced with
establishment of a National Sanitation Task Team. In June 1996 the Draft National Sanitation Policy White
Paper, was published calling for the establishment of provincial sanitation task groups. In the South African
province of KwaZulu-Natal, the KwaZulu-Natal Sanitation Task Group ("SANTAG”), equipped with resources and
personnel devoted to developing proactive sanitation strategies engage in numerous education and training
initiatives such as advocacy, technical support and awareness promoting health and hygiene awareness as a

‘4. The New York Times, 22 March 1998.

5 Bond, P and Ruiters, G, op.cit, p18.

6 |bid, p18.

7 Govemment of the RSA and Others v Grootboom and Others (CCT 11/00 - Unreported).
18 See the August 2000 Newsletter of SANTAG at www.santag.org.za
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vital part of an integrated sanitation programme. In the remote northern region of KwaZulu-Natal, Ingwavuma, the
Ingqalabutho Sanitation Project has resuited in the construction of 2000 toilets. The project is managed and run
by the communities by mean of sanitation committees. These committees have successfully lobbied for funding
from the Mvula Trust, a non-governmental organisation and AusAid.

In the Northem Cape Province approximately 338 000 people are believed to not have access fo adequate
sanitation services.-The Department of Water Affairs and Forestry’ s Household Sanitation Project in this
province recently resulted in the building of 540 toilets. District Councils provided at least R2 890 000 for dry
sanitation facilities which are cost effective and affordable to households. ™

A total of 613 dry sanitation systems have been built by householders themselves. The dry sanitation system
implemented is maintained by the household. No water is used and the system has no working parts.
Consequently, the maintenance cost is very low. The household does not have to buy any chemicals to maintain
the toilets and'the running costs are thus affordable. The Project can be replicated by any other organisation.
Community to community visits are regularly arranged whereby one community leams from the other.

The success of the programme can be contributed to the integration of services. Role players involved in the
success of the programme included the Department of Water Affairs and Forestry, the Department of Health, the
Department of Local Govemment and Housing, District Council officials, Local Authority officials and most
importantly community members.

Equity and the Right to Water and Sanitation

Women, in particular, have been targeted as beneficiaries of Government's water policy both in terms of
representation on water project steering committees and in terms of easing the burden placed on them in the
rural areas to provide water to their households.

Mijoli has argued conclusively that water and sanitation projects are more sustainable when women have ongoing
responsibility for their operations and maintenance as they are more committed since they are adversely affected
by project failure®. Water policies, thus have to have a gender-based approach to ensure sustainability.

The provision of water to rural households and the maintenance of family well-being relate closely to gender
issues in South Africa as they do elsewhere. Over 75% of the very poor households are African households in
the rural areas and most are headed by females. Rural mothers {and grandmothers), and their daughters,
invariably take exclusive responsibility for bringing water to the family and for family health. The Lund Committee
noted that rural areas, which is where most poor women and children are, there is little easy access to such
basic services as running water in the home, sanitation, and fuel. Water and fuel collection are tasks undertaken
almost exclusively by women and girls, with more than three quarters of a day on average being spent on water
collection.

It is well established that households headed by a young women in rural areas are the poorest and even those
households headed by elderly women receiving pensions are very poor. South Africa's children are
concentrated in rural areas: of the households with children less than 5 years old, 69,£% are in the rural areas,
often living in conditions of desperate poverty.

Rural schemes such as that established in rural Ndatshana in KwaZulu-Natal charges R8.00 for a kilolitre of
water with charges starting from the first litre. The amount that people in the Durban Metropolitan area get free,
costs the rural poor R48.00. There are indications that other rural projects charge considerably more, making
clean water unaffordable to the desperately poor. The problem is partly one of scale.?! In an urban setting there
are sufficient customers for the local authorities to apply cross subsidies within the area of supply. Such
groupings of rich and poor don't always exist in rural areas. Water Projects are regarded as stand-alone
projects, that is, they are relatively small scale and include a range of incomes ranging from a small number of
modest middle class to large numbers of poor and very poor. In some projects there is still a partial basis for
cross-subsidisation; the contribution of the many in an area towards operating and maintaining could provide
sufficient of a surplus to carry the widow or the otherwise desperately poor. However, cross-subsidisation has

19 See www.impumelelo.org.za/projects/hse _san
% See Hemson, Dr David, Accelerated Delivery? Rural Women and Water.

21 See Hemson, Dr David, 1bid.
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almost been eliminated by the use of water dispenses which are operated dy electronic cards which are charged
at the offices of the water service provider and works on a pre-paid basis.

This is ideal for the operator who sees a steady cash flow before providing water supplies, but destroys entirely
the idea of a lifeline tariff to provide the citizens of the rural area with guarantee provision of an essential
minimum for public heaith. In addition, it eliminates the possiility of cross-subsidisation: the only basis for
support for the poorest in the community is by another family handing over their card for needy family to use.
This accelerated form of delivery, often on the basis of a public private partnership such as BoTT (Build, Operate,
Train and Transfer) in which a private consortium builds and operates a project until its eventual transfer to a
local authority, places the burden for supply of clean water directly on the poor. Some time ago, Kadar Asmal
stated that nowhere in the world did the very poor have to pay for their water, but this is presently te South
African experience?. Officials do argue that they are not charging the community for water, but for a service.
AgaManzi, the BoTT Consortium in KwaZulu-Natal, have undertaken a study which found that the African woman
takes about four hours a day to fetch water and that closer access had cut this to one hour.23

The rural poor tend to deal with the problem of the water tariff by retuming to traditiorial sources of water, this
restricts the consumption of safe water. During the wet season in rural Ndatshana, when springs are flowing
nearby the household, the use of piped water declines, but in the dry season when women may have to walk
~ 3km to additional sources, the use increases.? In rural Africa alone, 40 million hours was lost each year on
collection of unsafe water from distant sources. Over 250 million people - half of Africa’s population - are
without access to portable water.2 E

When projects fail the women have to carry the burden of maintaining the health of their families and undertake
the extra labour of returning to traditional sources of supply. In the case of the Mfundweni Water Project in
Umzimkhulu, where the water project has broken down, the community felt that the running water of the river
would be safe, but they now experience many stomach upsets and the children are often sick.? The women
have to walk long distances to and from the river everyday.

Duncker puts forward strategies to empower women in water delivery and makes the following points:

- that women should be more involved in planning and operations as part of a strategy to build a more
equitable society;

- that their involvement should be more than labour, and include access to resources, decision-making and
management;

- that care should be taken not to overburden women and automatically perpetuate and reinforce the
traditional roles of women; and

- that a gender approach to development needs to be worked out.?

A conference of practitioners, people representatives, and NGO's in the field of water delivery recently met to
demand a lifeline tariff of 50 litres per person per day free of charge. If this was implemented with household
connections and accompanied by vast acceleration in the delivery of rural sanitation, the burderi on women
would be reduced and the survival and continued health of our rural children wiil be much improved. 2

Beginning in 1995, municipalities were encouraged to contract out infrastructure-related services to the private
sector using what were initially called “public-private partnerships” (PPPs), for which in 1997 the Department of
Constitutional Development issued guidelines and helped establish the Municipal Infrastructure Investment Unit
based at the Development Bank of Southern Africa. This was followed by the Department of Constitutional
Development's Draft Regulatory Framework in 1998, in which PPPs were renamed “municipal service
partnerships” (MSPs) and characterised as a variety of risk-sharing structures within public-public, public-private

2 See Hemson, Dr David, Ibid.
2 See Hemson, Dr David, Ibid.
2 See Hemson, Dr David, |bid.
25 See Hemson, Dr David, ibid.
2 See Hemson, Dr David, |bid.
¥ See Hemson, Dr David, Ibid.
% See Hemson, Dr David, Ibid. See also the August 2000 Newsletter of SANTAG at www.santag org.za
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and puinc-NGO/CBQ ‘partnerships. By December 1998, the SA Local Government Association and the
Department of Constitutional Development had negotiated the Municipal Framework Agreement with unions.

~Beginning in 1996, the Department of Water Affairs and Forestry's Community Water Supply and Sanitation
programme commissioned several dozen extremely small-scale, rural PPPs, known as “build-operate-train-and-
transfer contracts’, involving NGOs and some private firms. But serious problems soon emerged ~
unsustainability, lack of consumer affordability given cost recovery pricing policy, poor technical design, poor
community control functions, mismatched NGO/private-sector roles and expectations, systematic inconsistencies
with neighbouring govemment-subsidised water schemes, and lack of training and transfer prospects — that by
1999, the concept was in may areas evaluated as a “failure” with respect to implementation by the Department
Water Affairs and Forestry the Mvula Trust.? According to even BoTT proponents “[tlhe gaps between practice
and policy have to be addressed head on lest the policies be invalidated” %0

The effects of privatisation bear most radically on the poorest in the community; there is widespread evidence of
more cut-offs in service and generally a harsher attitude towards lower income “customers”. Water iri Britain is a
case in point. Water and sewerage bills have increased by an average of 67 percent between 1989/90 and
1994/95, and during roughly the same period the rate of disconnections due to non-payment by 177 percent.3"
The inflexibility and hostility which often characterised public utilities attitude towards non-payment has, over the
same period, been replaced by an emphasis on pre-payment meters and ‘self-disconnection” as public goods
have been commodified. Pre-payment metering is greatly advantageous to companies as the problem of poorer
customers is avoided, there is a continuous revenue stream in advance of consumgtion, less of a “political’
problem in confronting disconnections, and better form of debt recovery.

A Consultative Water Law Reform Process

South Africa's Constitution® requires that the National Assembly (or National Parliament) must facilitate public
involvement in its legislative and other committees, must conduct its business in an open manner, and must hold
its sittings and those of its committees in public®. The constitutional enjoinder, a fundamental requirement of
participatory democracy, underpins the consultative approach adopted throughout the Water Law Review
process. This commitment to proper and effective consultation, consensus- and nation-building has not been
abandoned with the enactment of National Water Act. As will be described more fully below, the National Water
Act itself commits national govemment and all the institutions established by the Act to pursue, proper and
effective consultation and public participation throughout the process of the implementation of the Act and its
enforcement as national law.

The constitutional imperative of participatory democracy and law making was translated into a number of
strategies and objectives which were effected throughout the course of the Water Law Review process. The
consultation process was designed to broaden the involvement by all stakeholders - communities, civic-based-
organisations, non-governmental organisations, environmental interest groups, water users, women, labour,
industry and Govemment. This was in pursuit of the goal of ensuring that the activities of the Department of
Water Affairs and Forestry and the catchment management agencies (to be established under the National
Water Act) would enhance and complement the principle of sustainability - a key feature of the National Water
Act. The Minister of Water Affairs and Forestry and the Department of Water Affairs and Forestry sought to forge
real partnerships with all water users as part of the overall new and democratic approach to water resource of
management.

The consultation process was “not an isolated initiative designed to appease or pacify stakeholders. It was
deemed necessary to provide an environment that was conducive to people to unlock their potential and to play a
role in the social and economic development of South Africa and to remove any constraints placed upon them by

2 Bond, P and Ruiters, G, op.cit, p32.

% |bid, pp. 32 and 33

3 |bid, p34.

2 |bid, p34.

B The Constitution of the Republic of South Affica Act 108 of 1996

34 Section 59, of the Constitution of the Republic of South Africa Act 108 of 1396
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pursuit of selfish needs of supremacy and political ambition™s. From the outset of the process it was clear that
national government, the public trustee of the nations water resources, could not assume all responsibility for
implementing the objectives of the National Water Act. Participatory democracy ard the need to fulfil the
fundamental rights and values enshrined in the Constitution required a change in approach to govemance - that
is democratic governance which through strong political leadership ensured greater access to decision-making
and responsible participation by all players in the water sector. A dedicated effort was made to find common
solutions to different needs and expectations.

The Water Law Review process commenced with a detailed review of all South African water law. As noted
above, in March 1995 a document entitled “You and Your Water Rights™6 was published by the Department of
Water Affairs and Forestry. It constituted a “call by the Govemment for everyone to contribute to this historic
process, from the boardrooms of industry to the local village development forum's”. The document sought to
assist the public in making meaningful contributions and sought to raise certain questions about the water laws
which were inherited by South Africa’s new democracy from its apartheid past. That document not only sought to
set out the main principles and provisions of the then existing legal structure but also contextualised these
against their origin and historical development. In addition, a comparison of the legal frameworks of certain
selected countries was presented.

Arising from the call for a public response to the review of South Africa’'s water law, in April 1996 the
Fundamental Principles and Objectives for a New Water Law in South Africa, was published for comment. These
principles were designed to focus attention on the primary areas of water resource management requiring urgent
reform and transformation. The principles are simple and concise statements which would constitute a framework
or paradigm for the development of a new detailed water policy and a new national water statute. They were
developed, through consultation, by having regard to, for example, constitutional shortcomings rioted in the
existing law; the urgent need for a modem and more appropriate need to water resource management in South
Africa; and an acknowledgement of the need to establish founding principles and objectives for the development
of new policy and law that would be accessible to the nation’s people.

For example, principle 1 provides:

“the water law shall be subject to and consistent with the Constitution in all matters including the determination of
the public interest and the rights and obligations of all parties, public and private, with regards to water or taking
cognisance of existing uses the water law will actively promote the values enshrined in the Bill of Rights™#®

After undergoing a number of revisions following widespread formal consultative meetings (culminating in the
National Water Law Review Conference held on 17 and 18 October 1996) these principles, upon being finalised,
were approved of by Cabinet in November 19963,

In April 1997, Cabinet approved the White Paper on a National Water Policy of South Africa which was a
comprehensive and detailed document addressing resource management and water supply.

Drafting of the National Water Act commenced in July 1997. This exercise was preceded by a number of policy
discussions lead by the Policy and Strategy Team of the Water Law Review process, as well as the various task
teams formed to consider specific topics and issues in respect of the draft National Water Act. Intemational
expert assistance sponsored by, among others, the FAO and the Finnish govemment made an important
contribution to the formulation of the first draft of the National Water Bill. At least 36 workshops were held
throughout the country on the draft National Water Bill. These workshops were designed to give stakeholders an
opportunity to understand the objectives and goals of the proposed legislation and to afford an opportunity to
stakeholders to express their fears, concerns and comments. In addition, the Minister of Water Affairs and
Forestry and members of the policy and Strategy Team held direct consultations with various interest groups and

3 Speech by the Minister of Water Affairs and Forestry, Professor Kader Asmal MP, Minister of Water Affairs and Foresy of the law of the National Water
Forum, 29 April 1999

% You and Your Water Rights, South African Law Review - A call for Public Response, March 1995, Department of Water Affairs and Forestry

9 |bid. p1

3 {bid. p11

% Fundamental Principles and Objectives for a New Water Law in South Africa, Department of Water Affairs and Forestry, February 1997
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representatives of business, labour agriculture and communities. The draft Bill was issued for public comment in
early August 1997, once a stage had been reached when the Bill was in a form suitable for meaningful public
comment®, Foliowing a 3 day retreat with the Minister of Water Affairs and Forestry, the Policy and Strategy
Team and the Drafting Team of the Water Law Review process, it was decided that a final draft of the Bill would
be prepared for tabling in Parliament (following Cabinet approval) in 1998.

Upon receipt of comments from the public and experts, as well as comments generated from within the
Department of Water Affairs and Forestry and other provincial and national government departments, the draft
National Water Bill was revised. Further drafts were generated during the course of October to November 1997.
-Inputs from certain sectors, for example, labour, agriculture and business and various directorates within the
Department of Water Affairs and Forestry and other govemment departments were received during the course of
October to November 1997. The Bill, in draft form was also discussed widely during this period at a number of
workshops convened in South Africa’s nine provinces before formal structures such as the National Economic
Development and Labour Advisory Council, sectoral interest organisations, organised local government and with
political parties.

In December 1997, a smaller drafting team was constituted in order to ensure that the National Water Bill was
consistent, coherent and constitutionally compliant. It was recognised as an imperative that the Bill be sensitive
to other water-related and environmental legislation in that it was capable of integration with, for example, the
supply objectives of the Water Services Act as well as the policy initiatives, underway in South Africa, for the
development of a system of integrated poliution control. The National Water Bill was considered by a Joint
Cabinet Subcommittee on 14 January 1997 and subsequently approved of by Cabinet on 21 January 1998.
Thereafter the Bill was referred to the State law advisors for certification in accordance with Scuth Africa’s
parfiamentary rules. It was presented to the National Assembly's Portfolio Committee cn Agriculture, Water and
Forestry on 9 February 1998. The Portfolio Committee held public hearings on the Bill during the course of March
and April of 1998. Thereafter, the National Water Act was finally approved of by Parliament and was assented to
by the President in August 19984,

The direction taken in the White Paper on the National Water Policy and the National Water Act to water
management was also influenced by consultation at the international level. A number of significant international
events dealing with water management were attended by the Minister of Water Affairs and Forestry and
members of the Department of Water Affairs and Forestry. These included: the UN Conference on the Human
Environment {Stockholm 1992), the International Drinking Water Supply and Sanitation Decade Launch (Mar del
Plata, 1997); the World Conference on Water and the Environment (Dublin, 1992); the UNCED Earth Summit -
Agenda 21 (Rio De Janeiro, 1992), and the first World Water Forum of the World Water Council (Marrakesh,
1997). These events highlighted South Africa’s international obligations as far as management of shared water
resources are concemed. Accordingly the National Water Act makes specific provision for international water
management institutions and South Africa’s regional and international obligations.

The Way Forward

In a letter in the Cape Times of January 10, 2001, Mike Muller, Director-General, Department of Water Affairs
and Forestry, asserts that the Department has been the first to state that providing water will not contain cholera
on its own. We also need to provide hygienic sanitation facilities and critically, to train behaviour, to reduce the
risks that people face from diseases such as cholera. He instances this commitment by references of the
Northern Cape Household Sanitation Programme, an award-winning pilot project of the Department which
addressed poverty by implementing affordable sanitation measures that can be maintained by the household.
This programme has been mentioned above.

4 That is, once sufficient policy guidance had been obtained from the Policy and Strategy Team and the Ministers apprcval in respect of the release of the
Bill had been confirmed, a fourth draft of the National Water Bill was released for public comment on 5 September 1997.

4 The legislative process in respect of the Bill is that defined in Section 75 of the Constitution of the Republic of South Africa Act 108 of 19¢6. That process
requires that when the national assembly passes a Bill (other than a Bill amending the Constitution or a Bill which affects the legislative competencies of
South Africa’s 9 provinces), the law must be referred to the National Council of Provinces which much either pass the Bill, pass the Bill subject to
amendments proposed by them, or object the Bill. Once the national assembly passes the Bill it must be referred to the President for consent. it should be
noted that a specific provision is made in the National Waler Act that it will only come into operation upon a date determiried by the President. That
provision was incorporated in order to ensure that all the necessary implementation structures were in place prior to the Mational Water Act becoming
operative. The majority of the provisions of the National Water Act accordingly came into operation on 1 Cctober 1998 with the remainder of provisions
coming into force on 1 October 1999.
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The acknowledgement of sanitation as a priority area is however undermined by the low status given both in the
Department of Water Affairs and Forestry, where the national head of sanitation occupies only a Deputy Director
position, and also by the Health, Education and Provincial and Local government departments, which have not
given sanitation the attention it has long deserved. Financial allocations for sanitation activities are relatively
small and even these have not been fully spent by the provinces. While it may be true that sanitation is not
amongst the numerous pressing priorities of the poor, it is nonetheless both a felt need and a central component
of a comprehensive strategy to reduce the heavy burden water-related disease imposes on the majority of South
Africans. Indeed, authoritative research has suggested sanitation provision may be the most critical element in
the water-sanitation-hygiene awareness triad necessary to combat diarrhoeal disease (cf which cholera is but the
most dramatic). Further, without adequate sanitation, huge expenditure on new water schemes is badly
compromised, as faecal contamination of communal water sources, which are still used for high volume activities
such as washing and bathing, continues unabated.

Regarding commodification of water, the most critical feature of privatisation, howevar, has been that cross-
subsides are rooted out after privatisation: those who need costly help have to pay for these services directly
themselves. The early PPPs suggest a penchant for long-term management contracts, entailing “delegation” of
defined municipal functions for a ten, twenty-five or thirty year period. They include the operation, rehabilitation,
maintenance, customer services and expansion of assets, which are, however, still owned by the municipalities.
Contracts are flexible, allowing for the company to extend or upgrade facilities but with municipal or non-
company finances. Unlike concession contracts, they involve less greenfield investment (such as extension of
services to townships) and hence far lower risks for the successful bidder.42

Companies like Water and Sanitation South Africa (WSSA, a Lyonnaise des Eaux/Group Five joint venture)
promised to ‘render an affordable, cost affective and optimised service, implement effective consumer
management” and ensure that customers are “willing and able to pay for services, while maximising revenue
collection”. Yet in practice, in the town of Stutterheim, water services were instead characterised by WSSA's
failure to serve any of the 80% of the region's township residents and mass cut-offs of water by the municipalities
of township residents who could not afford payments.

Water supply cannot be separated from sewerage and roads. There is bound to be confusion, dislocation and
diminished accountability. By fragmenting responsibility for road works, refuse removal and sanitation, residents
will have to visit different company offices to register complaints, increasing the bureaucratic hurdles for
consumers.

“2 Bond, P and Ruiters, G, op.cit, p35.
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TOWARDS SUSTAINABLE FINANCING OF
WATER AND SANITATION-SERVICES IN AFRICA
Cyrus Njiru, Sam Kayaga and Teun Bastemeyer

Despite major efforts made in the drinking water sector, cost recovery is still today one of the major obstacles
towards sustainable drinking water supply in Eastern Europe and Developing Countries. Moreover, the challenge
of cost recovery for sanitation has yet to be met. The situation in Africa is in many respects not different from that
in many countries outside the continent and there is opportunity to share experiences with a view to integrating
cost recovery for drinking water with financial strategies for waste water management and sanitation. An
important challenge is to develop guidelines and tools that can be used under different specific social and
economical conditions, but that are based on commonly accepted principles.

Decades of conceptual evolution, directly or indirectly linked with cost recovery, have highlighted some of these
basic principles, such as the fact that users should pay for the service of water and that communities and local
authorities should have a role in managing water supply and sanitation services. An important point of departure
is the gender and equity perspective laid down in the World Water Vision. It appears clearly though that there
are no blue prints generally applicable to all situations and contexts, and there are however certain factors which
can contribute to sustainable cost recovery, and which can be adjusted / adapted to local circumstances. This
paper addresses some of these factors or principles of sustainable cost recovery based on research carried out
by IRC and by IHE/WEDC showing there are altemative financing options to be further explored in the context of
both utility and community or municipality managed systems. For instance research on service differentiation and
pricing in Mombassa shows that it is possible to improve cost recovery while still meeting the water requirement
of the poor.

The paper also presents some highlights and conclusions of a recent expert meeting on cost recovery in Delft,
The Netherlands.

Based on analysis of key issues and constraints, the participants concluded that:

o There is a need to better map experiences, past and ongoing;

e There are several promising research projects and probably many interesting case studies to buiid on;

e There is a urgent need to clarify concepts and vocabulary for better information of decision makers,
planners, managers and various stakeholders;

o Cost recovery needs to be addressed more holistically; interdisciplinary approach is essential to realistic
solutions;

e |tis possible and necessary to better use both urban (Including small towns) and rural experiences to
address cost recovery in different contexts;

o Cost recovery relating to other aspects: sanitation, water resources management (also waste water) is a
big gap;

o  Synergy between different types of actors and stakeholders working on this issue is very desirable.

Follow-up of the meeting includes the development of a strategy to address cost recovery issues at the
international level through the re-establishment of the international working group on cost recovery and
the organization of a wider international event. Other priorities identified were the development of
guidelines and tools for managers and planners (utilities, co-operation), and reaching a wider target
group in the context of capacity building for cost recovery in demand responsive environment.
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*‘“JPRFM T BITUATION

. Afrlcan cities are: growmg exponentlally at
over 5% to'9% per annum
e High levels of debt |n> many African
countries \
¢ Reduced ODA
Insuff'ment cost’ recOvery a major obstacle
towards. ﬁnanclhl sustamable watsan
services
Therefore: B
eNeed for HOLISTIC approach to
sustainable financing and cost recovery
« E.G consider utility, community and private
sector perspectives

§

OPPOF TUJ\T*H 1ES ‘FRGJ‘J‘] PERSHECTIVE
OF UTILITY S MUENICIPAL MANAGED
&’ ! STENMS:

eMany customers not receivmg adequate
servicas, magy hou-;eholds hot connected to
the. utility’s network ’

¢ The turrent Iewel of cost recovery does not
enable "the utllity to meet its social and
financial objectives.

« Potential exists for the utility to improve
services to all and collect more revenue

CONTINUATION...

« Substantlal improvérhénts in.
|nfrastructure managemeﬁt and
customer services-are necessary

* The utility can provide improved
services tg all customers and achieve
financial sustalnabmty wi zh tariffs set at
WTP levels'foréach service optlon and
market segment

« The utility can meet both social and

financial objectives and still make a
profit

KEY PRINCIPLES:

* Determine custoner - prefbréi‘ices and
provide service optlons that .people are
willing to pay for

* Serve the urban poor on a fi inancially
sustainable hasis :

* Teain up with ‘dthers (communities, private
operators, ETC) to improve services for all
and also improve cost recovery

* Meet social objectives (equity in service
provision) whilst Improving cost recovery

HOYY B0 WE DO THAT?

 Structure sérvice deilive;y with ippr'o’priate
pricing at affordable cost
+ Market segmentatloh

* Determine custOmers preferences and WTP
for water service opﬂons

» Carry out FGD’s in the informal setﬂements
» Do PEST & SWOT for the utility

NEXT:

» Make projections of nece“sf‘salry‘yi‘n-f;astructure

+ Develop proposals for institutional and
management improvernents !

- Estimate take up of service options

* Make projectiohs of cosfs for infrastructure
|mprovements usmg AIC method

* Make prolectlons of Revenues with tariffs set
at WTP levels.for:.each service option and
market segment

* Lastly, Compare Total costs of providing
required services with Estimated total
revenues
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7. 8.
OPPORTUMITIES FROM PE RSPECUTIVE
aﬁLeOMMMHﬂW%W\NAP”D5 IGES HOW?
N LOW INCOME URBAN COMNMUMTIES - Assist community to set up strategy for cost

AND&%MLTwwﬂﬁn

*+ Community management can work

» There is opportunity to apply a‘tange of
institutional options invoiving communltles

» lLower cosis and more rehable servtces

recovery

WTP should be e';tlmated anwd factors
influencing it identified.

Select  apprapriate . techriologies  and
affordable service options

Specify responsibilities for all

Set appropriate tariffs

Explore alternative furiding

Develop effective financial management
system

9.

10.

KEY 1SSUES IDENTIFIED
DURING A RECENT MEETING
N DELFT |

* Share experiences *

+ Analyse costs and map out cost récovery
strategies and scenanos : :

+ Cost recovery . needs, to be’ addressed more
holistically
+ Address cost recoveryin various contexts

COMTINUATION...

Close gap on cost recovery for sanitation and
wastewater . . .
Address economic elements. of water'in an
inter-sectoral manner, beyond drinking

Set and enforce necessary Iega’i framework,
highlighting equity and-gender
considérations

Develop guldelinesand tools for cast
recovery in demand responsive environment.

11.

12,

COMGLUSION

« The challenge of financing water and sanitation
services in Africa is so great that cost recovery
is not an optlon but a necessity

«Cost recavery is. pdssible and ‘should be
addressed In a more holistic manner

« Utilities and nwnlclpa‘lmes should forge
beneficial exchange relatlonsﬁlps ‘with other
service Provnders for mutual benefit, and to the
benefit 6f-all custamers

* Such relatlonshlps can be -effected through
innovative structuring of partnerships with the
private sector and communities, an appropriate
pricing policy and flexible payment systems

. CONTINUATION...
Improvement in utility management efficiency
can reduce costs of service provision
Use experiences.and seize oppqrtumtnes by
bringing in community management
perspective
Improving seryices can result mlmproved
cost recovery G
Equity’ .goals and~ f‘ nanclal objectives of
recording-a. proﬁt are not in-conflict!
Commercial management with a Vision is the
way forward to achieving the twin cbjectives
of serving the poor and achieving financial
sustainability.
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WATER SECTOR REFORM IN ZAMBIA: COMMERCIALIZATION, PRIVATE PARTICIPATION,

REGULATION AND SERVING THE POOR
By Osward M. Chanda, NWASCO, Zambia

F@cusing ol L Water s and V:nul:?mfn |j1 [:nTbnm towns

Water Sector Reform in Zambia

commey
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reguiation and s

Inadequiste legislation and
nstitutlonal framework

Separation | Forier Devolution of
WRM from - b i Provision to
ILA + Private

1”

HRD for il « lacreased
- more effective 1 Hyir G:RZ funding

institutions ¢ m

e S S
Process of decentralisation,
commercialisation and privatisation — , o ‘
5 o AT g S : -‘ Power and:, - ; - Water + Sanitation ACT
Responsibllity . { - Statutory Instruments

- MEWD
- High Cou
i

[PY*P - Statutory not ministerial body
Autonomy - Own budget from fees
- Transparent selection of staff
- Private sector salaries
- Reports to Government / MEWD

I : s - Personne‘ 13
Lean Structure - Fees < 19
: . provider’s turnover
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1.

Protect the consumer and environment / 9% Licensinyg of providers ‘
correct market fallure 1

Ensure sustalnabllity - total cost recovery “ Guldelines on Provlslol* of services
In the sector \

Set standards for Enforcement v Tariff negotiation
i ‘ service provision tools for :
Mission of

regulation % Comparative publication

NWASCO

Advise Government
and local authoritles

Transparency - Inform the i
-
public of sector development j “ Incentives - Peq‘altles

% Enforcement notices

Promote competition in ths :
sector whenever possible % Extension to perl-urban/DTF ‘
O ‘

Nwasco

14 Indicators for Mintmum Service Lovel (SI)

LR Coverago of the Seivice Area
$2 Drinking Water Quality

83 Service hours

84 Billlng tor Services

ss Cllent Contacts

88 interruption of Water Supply
and Blockage of Sewer

87 Pressure in Notwork for Water Supply
LYY Unjustified Disconnections

80 Sewage Flooting

s10 Quality of Discharged Effluent

s i1 Support to Public Institutlons to
Curh Wastage + Settle Bills on Tlme

Nwasco
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PUBLIC-PRIVATE PARTNERSHIPS IN THE WSS'SECTOR: RISKS AND OPPORTUNITIES
FOR UTILITY EMPEOYEES
By Javier Jarquin, Worid Bank

1 2

How water utilities go bad

Low tariffs, low collectioff3¥y

Outline

~COnsumers
use water inefficiently

High usage and system
losses drive up costs

» Rationale for Public-Private Partnerships
. Investment, maintenance
» Risks

Services
are postponed B— deteriorate
' Opportunltles Customers are ever less :_CE— %ﬂ S Uttty Lives off
+ Process Issues willing 1o pay ER— suate subsidics
Managers lose autonomy @ﬂ .
and incentives I > 5 ET;:’“CYin
eeps dropping
Subsidies often fail ” i ,
to materialize - e ) W:é:sl!r{:z:nn'énﬁazosls
Motivetion and service 7 «ﬁ a
deteriorate further SZS(cm :::, B0
“down in"
Crisis. huge rehabilitation costs
3 4
Potential Benefits of PSP @@
How does the sector perform? 5

Performance indicators

Area Target Reality

+ Operating and financial efficiency
» Technical and managerial expertise

Service coverage

Urban population wiaccess + Additional sources of capital
to safe water 100% 70% . .

N + the bottom line: better_and increased
Utility Management N
Employees/1000 connections 2.5 »>10 coverage of services
System losses 1520% >40%
Commercis!
Accounts receivable {days) 30-60 >180
Financial
Cost recovery 100% 173
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Forms of private participation
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Ingredients for successful PSP

T

+ Strong political and stakeholder cornmitment

* Financial viability
» Credible processes

« Enabling legal and regulatory environment

10

Risks

» Loss of employment security
» Loss of jobs...
» Severance packages to mitigate risks

Aguas Argentinas
Total Staff

1.00¢
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MWSS: What Happened to the 7,370
Employees of the MWSS?

With West —
Concession
2,663 (36%)

e Separated
A 2,974 (42%)

With East -

N  With MWSS
Concession

90 1%)

MWSS: What Happened to the 2,974
Separated Employees?

Involuntarily
terminated by
Coneessionnaires
102 ¢1%)

Voluntarily - -
separated from
Concessionnaires
649 (9%%)

<= Availed early
retirement

during MWSS

Reorganization
August 1996
2,033 (28%)

Availed early
retirement at
Commencement Date

N August 1997
1,643 (22%) S ) ;192‘1)15(3%)
"
Note: Percentages are Note: Percentages are
based on 7,370 employees based on 7,370 employees
13 14
MWSS Reorganization: Early Retirement Plan Opportunities

Early Retirement Benefits are:

*For 20 years or less service: 1.5 months of
“Gross Monthly Pay" (instead of the usual
“Basic Monthly Pay) per year of service

*%For more than 20 but |less than 30 years of
service: 2 months of “Gross Monthly Pay”
per year of service

*For more than 30 years of service: 2.5
months of “Gross Monthly Pay” per year of
service

 Better career opportunities

* Professional training

* Improved work environment

« Higher compensation and incentives

 Job satisfaction/accountability

= Possible participation in ownership of new
company

= Additional external employment creation

15

16

Aguas Argentinas
Average monthly wages (USD)

i
OSN AGUAS AHGENTMAS

Aguas Argentinas - External
Employment Created

Afo1 ’ Afo2 Afo3
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17

18

MWSS Employee Stock Option Plan

# Ownership of 6% of stocks to regular
employees

# Concessionnaire to grant to every regular
employee an Annual Stock Purchase Bonus
equal to not less than the last basic monthly
salary during that year, until all of the 6%
available shares are fully subscribed

Process Issues @

« Stay informed

» Consult

+ Participate in the process

« Learn from other experiences

19

20

Phase 2: MWSS Privatization

# Principal Advisor, International Finance Corporation,
engaged in November 1995

# Labor Relations Advisor, Ogilvy and Mather {O&M),
engaged in early 1996 as part of IFC Team

# Meetings and consuitations by O&M with various
sectors of MWSS labor force

3 Publications and newsletters distributed

# Consultation with labor at various decision points
conducted by MWSS Board of Trustees and IFC

Labor Union and Supervisors Association Joir
Argerttina Trip

MWSS Team included the following:
* Administrator
% Deputy Administrator
* President of Labor Unjon
%k Two Vice-Presidents of Union
% President of Supervisor's Association
% Representative of Technical & Administrative
Depts.
% Representative of Customer Service Departments
Team {(minus the Administrator) responsible for drafting
Labor portion of Concession Agreement

Participation and Consuitation with Labor

= Buenos Aires: Labor was part of 13-member
privatization committee (2 seats)
+ MWSS Study tour

+ MWSS Labor-Management Committee wrote
labor sections of concession contracts
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GESTION DU PERSONNEL DANS LE PROCESSUS DE REFORME DU SECTEWUR DE

L’EAU POTABLE ET DE L'ASSAINISSEMENT AU SENEGAL
Par Oumar Diallo, SONES / Sénégal

Contexte de la réforme
Le secteur de I'hydraulique urbaine et de I'assainissement a subi une série de mutations depuis I'indépendance.

De 1960 & 1971, le service public de la distribution d'eau et de I'assainissement en milieu urbain était assuré par
la Compagnie Générale des Eaux du Sénégal, filiale de la CGE France sous le régime de |'affermage.

En 1971, le service public a été nationalisé. L'exploitation du service de I'eau potable et de I'assainissement est
confiee a une société publique, la Société Nationale d'Exploitation des Eaux du Sénégal (SONEES), tandis que
I'Etat avait en charge les investissements d'extension et de renouvellement du matériel et des ouvrages et le
service de la dette.

En 1983 une nouvelle réforme institutionnelle a été mise en ceuvre dans le cadre du Projet des Onze (11)
Centres. Cette réforme donnait & la SONEES la concession du service public en lui conférant en plus de la
responsabilité de I'exploitation celle de la planification et de la maitrise d'ouvrage des travaux de renouvellement
et d’extension de l'infrastructure de production et de distribution et celle du remboursement du service de la
dette du secteur. L'objectif visé était de donner a la SONEES une autonomie de gestion et une autonomie
financiere réelles. Ce nouveau cadre a permis au secteur d'accomplir des progrés appréciables sur le plan de la
desserte en eau des populations, de la gestion et du renforcement des ressources humaines. Cependant
plusieurs problémes que la SONEES n'avaient pas les moyens de résoudre restaient en suspens, notamment
celui de la résorption du déficit en eau de la Capitale Dakar.

En 1996 dans le cadre de la recherche des solutions a ces problémes, une nouvelle réforme institutionnelle a
été mise en ceuvre dans le cadre du Projet Sectoriel Eau. Dans le nouveau cadre institutionnel I'assainissement
est séparé de I'eau potable et deux entités sont chargées de la gestion du sous-secteur de |'hydraulique urbaine:
- la Société Nationale des Eaux du Sénégal, SONES, societé de patrimoine responsable des
investissements, du service de la dette et du controle de I'exploitation

- la Sénégalaise Des Eaux, SDE , société privée gérant 'exploitation du service public de l'eau poiable.
L'assainissement est géré par un office indépendant spécialement créé a cet effet, I'Office National de
I'Assainissement du Sénégal, ONAS.

Situation du personnel avant la réforme

La SONEES avait un statut de société nationale, elle disposait d'une autonomie de gestion, son personnel était
régi par la convention collective du service des eaux et le code du travail.
Les chiffres caractéristiques de gestion pour 'année 1995 étaient les suivantes :

Centres urbains : 52 < Effectif : 1594 agents

Population  : 3700 000 hbts

Clientéle ; 234 000 abonnés < Nombre d'agent / 1 000 prises : 6,8
Chiffre d’affaires : 220 millions de FF

Production eau : 97 millions de m3 < Chiffre d'affaires/agent: 0,14 millions FF
Réseau eau : 4 200 km

Réseau asst. : 600 km < m? produit/ agent: 61 Km3

Taux de desserte eau : 66 %

Rendement réseau : 70 %

¢ 606060606060 O

Au regard des chiffres caractéristiques ci-dessus le personnel n'était pas pléthorique.
Cependant on notait dans certéines catégories professionnelles une inadequation entre le profil et le poste
occupé, voire un déficit de personnel technique d'exécution qualifié.

COUNTRY REPORT: Labor Rationalization, Retrenchment and use of National Capacity




Volume Il

Papers & Presentations, Reform of the Water Supply & Sanitation Sector in Africa., Page 120

juin 1995, séminaire de sensibilisation du personnel sur les objectifs de la réforme et la nécessité de
maintenir les performances de la société pendant la période de transition,

édition d'un journal d'informations mensuel pendant la période de transition,

juillet 1995, lancement de 'appel d'offres pour le choix I'Opérateur privé,

octobre 1995, ouverture et analyse des offres techniques, réunions de clarification avec les
soumissionnaires,

novembre 1995, ouverture et analyse des offres financiéres, désignation de I'adjudicataire provisoire le
groupement SAUR/GTHE,

décembre 1995, négociations avec les représentants du groupement, création de la SDE

janvier 1996, recrutement du personnel de la Société de patrimoine a partir des effectifs de la SONEES
sur la base du volontaniat,

mars 1996, atelier de sensibilisation sur le réle des acteurs du nouveau cadre institutionnel,

avril 1996, signature des contrats d'affermage (Etat-Sde) et de concession (Etat-Sones),

23 avril 1996 démarrage des activités de la Société d'exploitation (SDE),

juin 1996, nomination du Directeur général de |'Office national de I'assainissement (ONAS)

juillet 1996, transfert de I'activité assainissement & 'ONAS,

Situation du personnel apreés la réforme

Par arréte du Ministre de I'Hydraulique le personnel de I'ancienne SONEES a été réparti entre les nouvelles
structures au mois d'avril 1996.

Effectif global au 30 avril 1996 : 1539 agents,
Effectif transféré : SONES (50) - SDE (1394) - ONAS ( 95)
Evolution des effectifs de 1996 & 2000

[ avil1996] 1996 1997] 1998| 1999 2000
SDE 1394 1322] 1316 1247| 1218] 1218
SONES 50 79 80 81 80 81
ONAS 95| 123 120 117 117 110
Total 1539 1524 1516| 1445| 1415] 1409

La baisse des effectifs se justifie principalement par les départs a la retraite, les départs négociés et les
licenciements. Parallélement 134 nouvelles embauches ont été enregistrées sur la période soit en moyenne 27
agents par an.

Globalement on constate dans le secteur une amélioration de la qualité des ressources humaines et des
conditions de travail, ce qui a eu un impact positif sur les performances du secteur. Au niveau de la gestion du
personnel, les réalisations ont porté principalement sur les actions suivantes :

la mise en place de plans de formation

I'amélioration des conditions de travail (aménagement des bureaux, équipemerits, véhicules, hygiéne et
securité, efc.... )

la renégociation des grilles salariales et la valorisation des traitements et salaires

la revalorisation des avantages sociaux (avances, primes, aides sociales, mutuelles de santé)

Conclusions

L'implication des partenaires sociaux dans le processus de réforme est un point capital pour le succes des
réformes dans le secteur de 'eau. La communication entre la direction de 'entreprise et le personnei doit étre
permanente et gérée de maniére a véhiculer la bonne information & toutes les étapes du processus de réforme.

Il y a lieu également de préparer des mesures d'accompagnement en cas de nécessité ( effectif pléthorique)
pour batir un plan social de restructuration ( formation réinsertion, départ négocié, etc...)
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Les rapports du personnel avec la direction de I'entreprise étaient régis par le code du travail, la représentation
et la défense des intéréts des travailleurs étant assurées par les délégués du personnel affiliés a des
organisations syndicales. Au sein de I'entreprise les partenaires sociaux étaient regroupés autour d'une dizaine
d'organisations :

< les représentants du personnel (délégués et syndicats : 2)

< ['amicale des cadres (ACASE)

< ['amicale des femmes

< ['association sportive et culturelle (ASC)

< la coopérative d’habitat

< les associations d'obédiences religieuses

Dans le processus de la réforme institutionnelle les représentants du personnel et lamicale des cadres (ACASE)
ont joue un réle prépondérant dans la mobilisation et la sensibilisation du personnel.

De 1992 & 1994 diverses études ont été menées par le Gouvernement avec I'appui des bailleurs de fonds pour
aboutir & un schéma de privatisation (affermage sur 10 ans) qui a été validé au mois de juillet 1994 au cours d'un
atelier national regroupant les principaux acteurs du secteur en présence de facilitateurs (consultants, bailleurs
de fonds, société civile.)

Au départ les partenaires sociaux ( syndicats, ACASE, autres ...) étaient fortement opposés 2 la privatisation du
secteur de I'eau qui revétaient pour eux un caractére social et stratégique. Cette position était réaffirmée dans un
document de I'ACASE intitulé « Position des cadres sur la privatisation » qui proposaient des solutions
alternatives au schéma de privatisation.

Diverses démarches de sensibilisation ont été menées par 'ACASE soutenu par les représentants syndicaux
aupres de personnalités politiques, syndicales, religieuses, etc. ...pour expliquer leur position, leur crainte et la
pertinence des solutions alternatives proposées.

Le 24 mars 1995, lors de la délibération de 'assemblée nationale pour I'adoption de la loi n° 95.10 organisant le
nouveau cadre institutionnel du secteur de I'hydraulique urbaine et autorisant la créatior de fa nouvelle SONES,
les syndicats organisent un sitting devant le parlement pour ensuite déclericher le lendemain une gréve de 2
jours qui a fortement perturbé la distribution de I'eau a Dakar.

Avec 'appui de 'ACASE, du Président du Conseil d'Administration et du Secrétaire général de la CNTS, un
comité de crise fut mis en place pour négocier avec les syndicats et leur fournir des garanties quant a la
sauvegarde des emplois et la préservation des acquis du secteur. Le contenu du protocole d'accord repose
essentiellement sur les points suivants:

lier I'application de la loi au bouclage du financement des travaux pour 'AEP de Dakar,

fixer a la SAE des objectifs de performances pour améliorer la gestion du secteur,

le privé étranger ne devrait détenir plus de 51% du capital de la société d'exploitation,

la participation du personnel au capital de la société d'exploitation,

préserver l'intégralité des emplois permanents de la société,

maintenir les acquis sociaux et les accords d'établissements conformément a la loi,

associer les partenaires sociaux au travail du comité de pilotage de la réforme,

garantir 'aspect social de I'eau par une gestion rigoureuse de son prix au consommateur.

66006060200

La période de transition

Aprés ['adoption par le parlement de la Ioi n° 95.10 organisant le nouveau cadre institutonnel [I'objectif principal
du gouvernement était d’accélérer le processus de réforme tout en fixant une période de transition préparant le
transfert de I'activité exploitation au nouvel opérateur tout en sauvegardant les acquis de la gestion de la
SONEES.

Au cours de la période de transition les actions suivantes ont été entreprises :
= blocage des effectifs de I'entreprise & leur niveau du 31 mars 1995, soit 1594 agents, mai 1995,
nomination du Directeur général de la Société de patrimoine (SONES) qui en plus de sa fonction,
conduira la période de transition pour la SONEES,
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FIFTH FORUM OF THE WATER SUPPLY AND SANITATION GOLLABORATIVE COUNCIL

(wsscc), IGUAGU,
By Gourisankar Ghosh, WHO, Geneva

The essence of Vision 21

Building on people’s energy and creativity
A holistic approach

Committed and compassionate leadership
Synergy among all partners

SUPER GOAL |

POVERTY REMOVAI
SUSTAINABLE U
DEVELOPMENT

4,

Goals and targets for 2015

As part of halving the proportion of people in
poverty in each country
Universal public awareness of hygiene
Halving percentage lacking adequate sanitation
Halving percentage lacking safe water
80% primary children educated about hygiene

All schools equipped with facilities for sanitatio
hand washing

50% reduction in diarrhea disease incidence

Iguagu Action Programme
Goal

Safe Hygiene, Adequate Sanitation and Safe
Water for All

Achievement of targets to half the
proportion of unserved by 2015

6.

Iguagu Action Programme

+ T Adveoite ad Suppoit e
Adeption of Visiem 21 PrneipRs

Iguagu Action Programme
- Main Activities
Advocacy

Monitoring

Dissemination of Knowledge and Best Q

n
|

{ Regional, National and Thematic Networks
| Practice

Collaboration and Partnership
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8.

1. Main Advocacy Subjects

Hygiene Promotion
Environmental Sanitation

Institutional Management Options - Ethics
and Rights , PPP

Community Based Participation and Social
Marketing Approaches

9.

3. Regional, Country and
Thematic Networks

Important to focus on the ground
Focus on Advocacy Priorities
Strengthen Existing and Develop New
Networks

Partnership with other organisations ,
Private Sector, NGO, GWP, WW(C
Governments

10.

4. Dissemination of Knowledge
and Best Practice

People-Centred Approaches
Sanitation and Hygiene Promotion
Serving the Urban Poor

Water Supply and Sanitation in a Broader
Context linking with Health, Nutrition,
Education , Environment and Poverty
Water Quality

Institutional Frameworks and PPP

1.

IAP in Africa

Patrick Kahangire: Africa Region
Coordinator

Piers Cross; IAP Program Committee
Chairman

Dennis Mwanza: Member of Interim
Steering Commiittee

Next Forum in Africa in 200

dissemination

WHAT CAN YOU DO?

Be a member and visit web page

contact your national or regional co-
ordinator for activities in region/country
Build in Vision 21 Principles in your action
Send your case studies for wider knowledge

participate in e conferences
network for partnership

RCWSS/2-01/, Financing Strategies for Africa’s water supply and sanitation reform



Valume Ji, Papers & Presentations, Reform of the Water Supply & Sanitation Sector in Africa., Page 123

RAISING PRIVATE FINANCING FOR AFRICAN WATER AND SANITATION INVESTMENT
Karén Breytenbach

Presentation Outline -

0 DBSA in Context

a Public Sector Infrastructure
Investment
m  Short-term PPPs

O Private Sector Infrastructure

Investment
m  Long-term PPPs

1 Conclusion

2.
Development Bank of Southern
Africa (‘DBSA’) |

0 Regional Development Finance Institution
(‘DFI') — Mandate Infrastructure

2 Shareholder: South African Government

0 Mission: to contributéto development by
providing finance and expertise to
improve the quality of life of the people of
southern Africa.

Development Bank of Southern Africa

{‘DBSA’)
0 Focus
N Investment in infrastructure
Q Principles

M  Actas acatalystto:
¥ maximise development impact
1 moabilise other funding scurces
_m__Optimise due diligence processes .
' m 'Solrd banking principles
0 Raise Funding on Capital Market
m  Credit rating — Moody’s / Standard and Poor
& same as sovereign

U Basedin
South
Africa,
Midrand

G Regional
DFI

o SADC
Region

DBSA Investment Portfolio

Cumutative Loans Approved as at 31 March 2000 ~ R 21 billion (8US2.7 billion)
(SUS1 =R 7,8)

Water and Sanitation = Ré bitlion ($US 775 million)

&% -

may ‘
B Watkr

I B Sankafon

ElRoads & Dranage

R O Mulizle Servces

W Energy

@ Envapreneuriel Devolopment

= Eduzation

] Agricukure

# Poris & Telcommunication

!ﬂll ln"nﬂ:ﬂl"l

Pub Sect Lending -93% Priv Sect Lending ~ 7%

-/
SARC (outside SA) 21%

THE PRIVATE SECTOR UNIT OF

THE DBSA

Q Private sector clients

O Products: debt, equity, credit
enhancement

Q Portfolio
m R1,6 billion in approved projects

B Sectors: Transport, telecommunications, water and
sanitation, industrial infrastructure, energy, private
equity funds, agri-business
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PSI PORTFOLIO BY COUNTRY
(SUS MILLION)

il Mozmmbique

‘Vi_&;?h Alrica
‘I Zambia

B Tarzania
O Multi-country|
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Public Sector Lending for Water

Supply and Sanitation Services

Management Contract Lease Contract

High $

Low$

Wl Public Sector Invesitor Private Sector Investor

Public Sector Lending for Water
Supply and Sanitation Services

2 Due Diligence/appraisal process
m Borrower
m  Structural Arrangements

m Project

10,
Public Sector Lending for Water
Supply and Sanitation Seryices

2 Borrower:
m  Creditworthiness
m  Strategic Management
m  Track Record
m  Efficient Operation

Q2 Project:
= Well Prepared Project
o Security

® Sustainable Pro_},acf/L
L

& Enough comfort and security
4 lnvestmant with davslopment impact

TA or Milestone Approach

11.

Private Sector Lending for Water
Supply and Sanitation Services

Q1 Provider / Investor / Borrower = Private

a Long-term Concession Contract

0 Appropriate Risk Allocation and Reward

0 High Investment / high commitment/ high
risk

2 Driven by ROI

21 Efficient

12,

Private Sector Lending for Water

Low $

Private Sector imvastor [l Public Secar Investor
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13.
Private Sector Lending for Water

-1 h SINPLIFIED CONTRACTUAL F.gROJECT
Supply and Sanitation Services 5 STRUCTURE |

Project Funds AgresT e

A Project Financing
Strong Sponsor y Sharsholder
Enabling Environment Apraament>
Well Prepared Project

Ring-fenced Project

Sustainable Cash Flow

Experienced Operator

Fixed price, Turnkey design and Construction
Contract

Contractual Structure

16.

Private Sector Lending for Mater

Private Sector Lending for Water
Supply and Sanitation Services

Supply and Sanitation Services

@ Due Diligence/Appraisal

0 Financial Products Approval
® Institutional |
1 Participants !
m Equity m Technical Term Sheet
® Quasi Equity m Environmental
= Senior Debt m  Soclo-Ecenomic Negotiations & Legal
m Guarantees (credit enhancement) m Market Documentation
m Legal
m  Commercial
m Risk Analysis and Mitigation Financial Closure
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PUBLIC— PRIVATE PARTNERSHIP (PPP) FOR MUNICIPAL WATER SERVICES
Marie-Marguerite Bourbigot & Yves Picaud, VIVENDI Water

Continuous under-funding of the urban water sector has created a situation where Governments do not have the
financial ability to "catch up" for expansion or for improvement.

The World Commission on Water states that US$ 600 - 800 billion need to be spent over the next 10 years to
alleviate water and sanitation challenges in developing countries. Actual investment in 1997 was US$ 25 billion,
some 36% of the desired total. The private sector has the ability to raise the balance, if :

" risks are apportioned fairly and,

= the Private Sector is able to generate a fair profit.

Consequently, private capital can play a role in African . — .
countries or big cities where the (GDP/capita is no.t _too gi’;g& Role of pn.vgtgs Eﬂ;?g?ﬁ%%ﬁé’;:g;ﬁ}
low (Box 1). In other countries or secon;jary cities, « Electricity and water company
private money will be too expensive. Private water = 20 years concession

comparies are listed on the stock exchange and have = Turmnover * 670 MFF

to report to their shareholders, who expect a fair profit. = Equity : 150 MFF (51% Vivendi - 48%
The higher risk (for instance npolitical or foreign local)

exchange) in Africa compared to other parts of the | NIGER = GDP/Capita : 200 US$/capita
world leads to a higher return on investments. Often, a = Water company

lease contract is the most appropriate solution for PPP . 1T?Jr¥]%?/§r|?ggeMC§;tfaCt

in the African water sectcr with some exceptions, « Equity 10 MFF

especially when water and electricity services are
offered by the same company.

Three principal skills the Private Sector can contribute to secure a long-term relationship with the African urban
water sector are:

] Good management and technical skills,
] Appropriate technology expertise, to solve engineering/administrative problems.
- Income-generation skills, both as equity and debt,

A partnership in the form of a long-term contract with the private sector will shift attention to better ways of
providing an efficient service and delivering value for money. Private Sector input must be sought for its
efficiency and expertise in the delivery of services and the subsequent guarantees on performance. Private
Sector funds should not be the primary reason in the short term, for seeking its involvement. Private funds will in
due course be available in as much as the project is bankable. Bankability comes in two alternative or
complementary forms:

- Guarantees securing the flow of payments by the municipalities or Govemments,

. Sufficient and assured revenues from the users of service.

To ensure continued revenue from the users, it is necessary to improve the confidence of the population. Due to
the inefficiency of the public service, the community seeks alternative sources of supply. Some industries and
certain domestic customers drill their own boreholes indiscriminately, with resulting risks of over abstraction.
Others go for tankered services. Low income earners are forced to buy expensive water or otherwise obtain it
from surface run-offs. People are not inclined to pay for poor public services, neither can the charges be
increased fo cover the cost of renovation. When the service is significantly improved, it becomes feasible fo
charge prices that are closer to the economic cost of water. Once a decent cash flow is assured, it is possible to
invest in more assets and to deliver a service in line with the expectations of the municipality and the
goverrment. However, it is indispensable to set up an investment fund in the form of a soft loan below market
conditions, at the initial stages of the process.

RCWSS/2-01/3.2, Key aspects of reform: PPP options, bidding process, requlatory regime
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~

. In the Lease Contract set.up for Niger, the operator (VIVEND! Water) will manage an-investment Fund (Box 2)
financed by the World Bank to begin the cycle of better services. Improved services translate to increased
revenues able to fund further improvements. Later this Investment Fund could be replenished as revenue is
generated from the users. A percentage of the water bill could be allocated to the Investment Fund to ensure
long-term sustainability.

ROLE OF THE PRIVATE SECTOR

The Build, Operate and Transfer (BOT) Model. New
components of the water system by BOT contract
that can be isolated from existing operations may
appear attractive to the utilities. In practice, BOTs
have proven to be expensive or simply non-
fundable, as large up-front funding is required.
Additionally, the water distribution systems have to
be improved to ensure that customers benefit from
improved services. Such projects might be
necessary but should only be one phase of a long-
term strategy.

Rehabilitation of existing assets. PPP should not be

considered only as a means to provide and operate
new capital works, but should first tackle
rehabilitation of existing assets. The logical way
forward for most water providers is to deal with
distribution challenges (leakage, pilfering, metering)
and plant refurbishment. Good housekeeping of
existing assets is essential to gradually improve the
levels of service to customers.

Management, leasing_or concession _contracts.
Private operators are skilled at renovation and

I —

Box 2. Investment Fund in Niger, Lease (Contract
Period - 10 years)

e Target population: 1.6 million out of a total of 10
million

e Number of customers : 53000 (including 2500
standpipes)

e Average tariff: 197 FCFA/m? (in 1999) (US $ 30)

e Turnover: 58 miltion FF (US $ 8.13 million)

o Staff: 540 employees

The operator will manage an Investment Fund of US $

5 million financed by World Bank over a period of 5

years. This investment will be dedicated to the

construction of :

o 200 km of pipes DN63

e 11.200 connections

o 550 stand pipes

The extension of tertiary network and the increase of

number of connections will increase the revenues of

the operator and initiate the pump for improvement of

the service.

—

operation of existing assets, through management, leasing or concession contracts. Such contracts would
equally address customer-relation issues (for instance, revenue coliection, customer centres) and training
the work force in all aspects of the water business. (See example of Chad - Box 3).

PROGRESSIVE CONTRACTS, OUTSOURCING CONTRACTS

Apart from management contracts, lease contracts or concessions, there are other possible contractual
arrangements. The contracts should be adapted to the different country situations, and countries and the private
sector need more flexibility in the contractual approach. For instance:
CHAD has a good example of a situation where a management contract progresses to a concession
contract, on condition that each requirement is fulfilled at the various stages (Box 3).
In TOGO, the World Bank is holding talks with the water utility and the government, to outsource the

commercial management.
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Box 3. CHAD: From a mana

gement contract fo concession

Basic

contractual Licensing Agreement
framework

I Stato - STEE

Events

Majority sharehotdimg of
the Gronpin S ¢ |
/ e - » :

4 B

Donor's agreenient on Starg up
finasncing of Larcha

%Concess-ibniﬁ

PHASE 1 N PHASE 2
UELELETUNI PRIVATE MANAGEMENT PRIVATE MANAGEMENT |
[UEULT RS without majority shareholding with majority shareholding
i
Global management Flat fee remuneration Management of the concession by the[
(if conditions precedent to| |private sector partner with a controiling |
Assistance  provided by |phase 2 have not been| |interest
donars satisfied at the end of the
Upgrading of equipment and | Global Management period) Global management of the sector by
management structures shereholders in  compliance with the |
(mplementation of licensing Legal, accounting and| |Licensing Agreement between the STEE
struclures technical management of the| |and the State.
Planned  diesel 2 x5MW |concession Operator's confribution ¢f assets of the
from year 1 and sfarlup of | Provision of services for a| |development company (merger)
Farcha flat fee calculated on the basis
R of tarilfs
Special Project account T
Cash managemenl of investments by the private pariner
jointly with the State and the donors
Financed by operating surplus, lcans and contributions of the
donors )
Financial Equity of the development] |Acquisilion of at least 51% interest in the
undertaking of | No financial undertaking company subscribed in ils] |share capital of STEE
the Group ... ... _ lenlirelypylhe Group S R

* Affordable solutions. The Government should allow the waler service provider to develop an affordable
solution, for lang-lerm sustainability of the service.

* Change in philosophy. The issue is whether a water utility should be perceived as a public service activity
with continued government subsidies or as an industry with a product to deliver and customers to serve.
Changing lo the Private Sector requires more focus on customer relations.

Government Support

* Governments should realise that waler provision seivices have to be run commercially. For long-term
sustainability, services have eventually to be directly financed by the customer and therefore tariffs have to
be raised gradually. However, there is fear that tariff increases are synonymous with political conflicts, which
is correct if tariff increases take place in an environment of continued poor levels of service. Governments do
the people a disservice if they advise that water should be free, because they prevent the customer from
having a sustainable water supply service.

= With respect to human resources, existing staff in the water industry may feel threatened by PPP. Careful
planning by both the government and the Private Sector is essential to attract support from the work force.

*  Governments have an important role to play in educating the population on {he importance of conserving
water, on the cost of abstraction, treatment and distribution of a potable supply as well as collection and
treatment of wastewater.

« Lack of legislation leads to bad practice, making it difficult for water operators to deliver. Legislation should
be enacted to control abstraction from current water resources, waler quality, and effluent discharged into
rivers, lakes, aquifers, etc. What are the regulations on service quality? Is there a possibility of changing and
adapting to the focal situation; who will measure performance and what are the sanclions for not meeting the
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critena? Regulations need to be achievable at affordable costs to the customer, to ensure continued
upgrading of service standards, rather that one-off improvements that the population cannot afford. It is
important that the regulatory body build capacity to address poverty concems and that the government
strategise on social issues. The Private Sector consequently sets prices based on the regulations, but often
the capacity to enforce regulations is inadequate.

Sharing of Risk. Private Sector contracts are generally long term. It is not possible for the Private Sector to
control risks related to country macro-economic factors such as currency devaluation, iriflation, political and
other major forces. A reduction in the level of risks, as well as protection from risks will cut down project
expenses incurred by the Private Sector and thus reduce the tariff burden on the customer.

RECURRENT CONTRACTUAL ISSUES

In different tendering procedures, particularly for management contracts, some recurrent contractual issues
create imbalanced negotiating conditions between the operators and the water authority, thus jeopardising the
smooth performance of the contract.

The operator does not control the factors determining the performance incentive compensaticn, which is
mainly based on the improvement of the water provision and wastewater services. The operator and the
water authority should agree, before signing the contract, on an investment plan and an investment fund, the
authority should bind itself to implement such a plan. The parties may modify the investment plan during the
contract period by mutual agreement.

Once a contract is signed, no provision is made for re-adjustments in the case where unforeseen factors
which may have a significant impact on financial / contractual issues arise. The contract should provide for a
fair adjustment of the fixed fee and incentive compensation if an event significantly:

increases the operator's real costs and expenses,
alters the environment in which the operator carries out its obligations, or
causes material hardship to the operator.

Performance targets are not always based on objective criteria and are not readjusted periodically to ensure
their conformity with the status of the services. The operator should be allowed to assess the services for a
determined period once the contract is in force. Thereafter, the parties should agree on new, more realistic
performance targets if necessary.

The contract usually provides a list of determinant events which, though not exhaustive, is not appropriate
for the water business because it does not take into consideration the basic needs. Pertinent fears include :
confiscation, nationalization, mobilization, commandeering or requisition by or under the order of any
government, de jure or de facto authority or ruler. Any other act or failure to act of any local state or national
govemment authority,

strikes (especially staff strikes which the operator cannot control but is responsible for),

interruption or failure in the supply of electricity,

changes in the quality of the raw water supplied to the operator (due to floods, for instance),

insufficient quantities of raw water, thus preventing the operator from meeting performance standards (e.g.
drought).

LESSONS REGARDING SERVICES TO THE POOR

1. Private - public partnership is often followed by stricter enforcement of standards on water quality and level of
services, steeping up costs and maintaining or worsening the exclusion of the poor.

The poor could access the service more easily if the operator was pemitted to deviate from this uniform
standard. Delivery of different levels of service to different customer groups must be recognised as objective
criteria, but should be explicitly stipulated in the contract.
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Durban Metro Water in South Africa
has proven to be proactive and
innovative in this approach (Box 4).

2. It is necessary to set clear rules for
partnership with small-scale
independent  providers  (SSIPs).
Though they can contribute low-cost
alternatives, aspects of price and
quality should be regulated and not left
to market forces.

In Gabon, exclusivity of services is
granted to the operator (VIVENDI
Water) who has the leeway to opt for
third party provision. The SSIPs should
obtain a written agreement from the
operator (Box 5).

The incentive to facilitate entry for
SSIPs is that the expansion mandate
would be structured to welcome any
contribution that would enable targets
to be met.

3. Urban policy in marginal areas: It is
important to clarify government social
policy, and agree on what can be
incorporated into the contract and
service provision to the population,

Box 4. Durban

The Durban Metro water department has developed a variety of different
water supply service levels in order to supply affordable water to the large
number of poor households. These choices are:

A conventional full pressure system

A semi pressure roof tank system

A semi pressure system with ground tanks
Stand posts

o=

Both the low pressure systems (roof tanks and ground tanks) can be
installed at substantially lower costs than conventional systems, because
they use small diameter, low pressure pipes, inexpensive valves and
fittings, and manual labor. The labor intensive nature of the instaflation and
operation also provides local employment. The water bailiffs who operate
the groundwater systems also operate stand posts at which they sell water
by the litre to residents who do not have ground or roof tanks, thus
ensuring that everyone has access to some form of water supply. In some
areas automated stand posts where users insert a pre-paid card have been
installed.

In March 1999, Durban Metro entered into an agreement with the private
sector, VIVENDI Water and an NGO, Mvula Trust to further explore low-
cost ways of supplying water and sanitation services to the poor. Umgeni
Water, the regional water board and bulk water supplier as well as the
Water Research Commission of the Government of South Africa are also
partners in the project. The project is part of the Business Partners for
Development (BPD) program, initiated by the World Bank, and it aims to
demonstrate the role that tri-sector parinerships, bringing together the
private sector, NGOs, and government, can have in addressing
development problems.

consider long term objectives and also
initiate short-term measures (see Box 5).

4. Establishment of tariffs that are affordable to the poor: The general agreement is that it is better to subsidize
connection fee instead of consumption charges. Poor consumers cannot afford large one-off payments and they
are not perceived to be credit worthy. Options are that: the utility partners with a micro finance provider; or the
utility itself provide micro finance services; or, the utility subsidise connection fees for low-income house. Many
water services providers in Africa have chosen this third option. In Ivory Coast the social connection charge is
reflected on the water tariff. In Senegal connections for low-income households are subsidised.

CONCLUSION
To successfully provide better water services to the population, the private sector needs:

Flexibility and pragmatism in the contractual approach: a model that works in a country should not be applied
to another without taking into account specific constraints. Smooth transition from a management contract to a
lease contract, then a concession contract if necessary, can be more efficient and less costly than a rigid system
with bidding at each phase.

Once the contractual approach is selected, tender documents should be realistic and should ensure an
affordable solution. The roles of the private sector and the government need to be clearly defined. The private
sector cannot solve all the problems and control all the risks. There is need for government support in particular
to educate the population on the cost of potable water supply and sanitation services. It is also important that the
govemment develop strategies to address social issues.
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With regard to services to the poor, the private sector equally has a role to play with other actors (Government,
NGO, etc.). This role should be clearly defined in the tender documents.

Failure in privatisation of a water utility due to inappropriate contractual approaches and unfair tendering
procedures will result in an un-sustainable service and will penalise the water sector which desperately needs

more investment.

1.

Box 5. Gahon - Concession contract: A tailor-made policy for peri-urban areas and
isolated centres

Concession contract for 20 years :
- Population concerned : 1,0 million
- Number of customers ; 62.000

- Average tariff : 255 FCFA/m?
- Turnover : 67 billion CFA (2000)
- Staff : 1492 employees

Under the leadership of VIVENDI Water, the group implements a policy specifically
adapted to peri-urban areas and isolated centres. Although small centres and peri-
urban zones have only small effects on SEEG turnover (5 to 7%). VIVENDI Water will
consequently take concrete actions with the main objective to improve the quality of
water services for the greatest possible number of persens.

The separate proposals developed in water services include the following strategic
broad aspects:

Technical: VIVENDI Water seeks solutions to minimise production and distribution costs
and investments in peri-urban areas and isolated centres (for instance, optimising
production installations, water treatment and storage)

Commercial:

Maximum reduction of outstanding payment risks in administrative services:

Promotion of social connections;

Simplificatior: of procedures for new connection installations;

Promotion of new metering facilities : prepayment, contract prices.
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OPERATION OF URBAN WATER SUPPLY BY THE PRIVATE SECTOR

SELECTING A PRIVATE OPERATOR
Jan G. Janssens, the World Bank

R R i ik Agyrisdis T i R SRR R
= Introduction In January 1995 the World Bank adopted new rules
KAl e " - dealing specifically with private infrastructure or
- Main Principle: competi
\ Ma ¢ p.le ) tive bidding concession contracts that it finances.

TWo-stage bidding

ground considerations

bidding process new guidelines link the way the private developer or

rator is selected to the way it will have to procure
k financed goods, works, and services.

Iain

i

et £ s

Principle: ¢gif

. when the private operator is not selected
5 competitively,

r ICB or limited intemational bidding

d@ﬁi\ed in the Bank Guidelines on Procurement)

: ) , i private operator to procure goods, works,
perator is free to use its own procedures iservices on an ICB or limited intemational

ng baSIS (ir: accordance: with standard Bank procurement rules)

these come fiom eligible countries, that is, World Bank-member countries, and,
dition that these wexe included in the bidding package)

Main Principle: ¢ 5 BUINPE | Main Principle: é

if a PSP contract (e.g. affermage) is awarded it is prudent to involve Bark staff from the
by ICB or LCB, beginning of the process if the government or

"

private operator:

can finance the government's share of the

cal investments without specific procurement
for the private operator

e condition that these physical investments
included in the bidding package.

d onto the option of letting a competitively
ed private operator procure Bank financed
and services using its own procedures.
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Technical Bid:

—Bidders present separate technical proposals
‘containing their business plans (including
Investment and eventually financing plans) for
tieeting the service objectives.

hese proposals are reviewed for consistency with
project specifications and requirements, and
saluated before proceeding to the financial offers.

WA R B
—The evaluation of technical bid is conducted on a

pass or fail basis - that is, only thcse bidders that
Jpass the technical evaluation proceed to the

inancial evaluation.

winning bidder is then selected on the basis
best financial proposal from among those
assed the technical evaluation.

10.

v An alternative is to weight the technical and
financial evaluations:

echnical proposals are required as in the two-stage
sbidding process, but rather than passing or failing, the
roposals are scored.

he financial proposals are also scored, and,

he contract is awarded on the basis cf the weighted
echnical and financial scores.

A B o PRI TR

but: a pro

of proposed business plans has important drawbacks:
. It often involves constderable discretion and judgment on the part of the

valuation committee, which reduces the overall transparency and
utomaticity of the award prooess.

perience has also shown that changing market cor ditions after contract
ard often require operators o make significant (and justifiable)

ications in their ousiness plans (and investment programs in case of a
C2S3I0r).

ese changes reduce the meaningfulness of the evaluation process to the

12,

in’ case water tariffs do not atlow cost recavery of needed
rehabilitation of the system,

id that the private operator uses the excuse of delays in

ised to delegate to the private operator the
ution of the rehabilitation and renewal component,
ed by the Bank or donors

if the selection of the private professional partner for the
operating company is done through ICB

[DA can finance e.g. rehabilitation or renewal works, to be
uted by the private operator provided that these works were
ced in the said bidding package;

sult of the said ICB, the winning operator would be free to
e the works from eligible sources using its own procedures.
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The (private) operating company can be asked to do the detailed
f, supervision and/or commissioning, or otherwise take part

procurement process of Bank financed works, e.g. large
sion facilities, and goods.

is case the private operating company, and its affiliates,
excluded from the bidding process because of conflict of

ving the private operator in engineering design and
rvision, is an advantage since he will be operating the
afier commissioning.

15,

process, then a clear separation at best has to be created
him and those preparing the design and tander documents,
ision or accepting the completed work in order to

ec fair competition and the perception of fair competition as

16.

ebid conference will be held, during which pre-qualified firms/consortia are
d to comment on the draft bidding documents.

mesting provides an opportunity for the key Govemment sector actors and
kpotential bidders to engage in a frank exchange on a number of issues:
in addition to the salaction process ilsalf, mmmmmmmsnm
neriod, humen resources the ion of the operakcr, paicy,
content of the renesal program Yo be implemented by the operaicr, the performance standards (o be
ted by the cperator, contractual target values of performanca indicators and related incentives,

jence wilh regard 1o the cdlleclion of payment from users, particularly the pubiic
agencies, {and investment program in case of & concession).

ERUBENEISERNRY, SRR S VR

A.Staqe 1: Technical Proposal (1)

iling how they would meet the operational objectives
performance targets specified in the draft contract, a
y of which is included in the bidding documents.

fchnical proposals are evaluated as either satisfactory or
Wsatisfactory (“pass or fail”). They are not ranked.

AT

‘Stage 1: Technical Proposal (2)

ification Meetings: the evaluation committee can meet
th the bidders individually, to discuss the technical

osal and request darifications or modifications. These
dividual meetings are confidential.

8morandum: Cross-cutting modifications to the bidding
cuments, accepted by the evaluation commiittee, are put
ther in a Memorandum, sent to all bidders.

- Stage 1: Technical Proposal (3)

“In:the interest of rmaximizing competition for the contract,
companies with an acceptable (but not yet fully
isfactory) technical proposal are invited to submit a
ond technical proposal, to be joined with the financial
posal (see Stage 2).

eventual second technical proposal will be requested
ncorporate all the darifications or modifications as asked
2 the evaluation committee and as stipulated in the
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Stage 2: Technical and Financial Proposal

the bidders whose technical proposals were judged
atisfactory in Stage 1, and those bidders who are
ted to submit a second modified technical proposal,
invited to submit a financial bid.

financial bids are opened in a public meeting.

submitted final technical proposals are evaluated by
Evaluation Commitiee on their conformity with
ulations in the Memorandum.

The two-stag

o

Award of Contract

Jyge contract is awarded to the lowest bidder after
formity check by the evaluation committee of
submitted final technical proposals.
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REGULATIONS AND INCENTIVES AS MEANS OF ADDRESSING INTEREST OF ALL
“STAKEHOLDERS AND ENHANCING COMPETION
' By Alan Booker

Abstract

In order to place the role of the regulator into context it is important to be clear about the big picture. This will
help to achieve better understanding about the role of the regulator later in the development process. This paper
starts with the big picture, then focuses on the institutional framework, and finally moves into a detailed
examination of the role of the regulator.

The regulation of quality and the representation of customers are covered in the paper. But concentration is
placed on the role of the economic regulator, which is the least understood of the regulatory roles.

The theoretical role of economic regulation has been developing over many years. Historically, the role was
developed in the US where regulatory bodies established on a state-by-state basis supervised the charges of a
range of public services provided by private companies. The approach adopted was known as “cost of service”
regulation. The detailed cost structure of the service provider was examined by the regulator on application by
the company and after due process charges for services provided were set.

Regulators were generally political appointees who sometimes acted like politicians. The due process developed
into a highly legalistic one rather like a court hearing, often taking two years to complete. The charges when set
lasted until the next application. In periods of higher inflation or new standards demanding higher investment,
the long process of determination placed great stress on the finances of the companies. The other aspect was
the demands placed on the resources of the regulator who needed an army of accountants, engineers and
consultants to examine the costs of the companies and advise him. This approach is still the one, which
predominates in the US.

A new approach to economic regulation known, as “yard stick’ regulation was first developed in the US by
academics. This approach was taken up enthusiastically by the emerging regulatory economists in the UK in the
1980's who were working up a regulatory model in response to the "Thatcher” push to privatise former state
industries and companies. They wanted to build into the supervision of private monopolies, quasi competition
through comparisons between regional monopolies in an open and transparent regulatory process.

The outcome was the development of a philosophy known as “incentive reguiation” where pressure on the
monopolist to improve efficiency came from all stakeholders derived from a regime of financial rewards and
penalties supervised by the regulator. Shareholders wanted greater profits, customers wanted improved
services and lower charges, government wanted to remove itself from the equation, and financiers wanted low
risk investment and all parties sought stability and sustainability

This philosophy promulgated through medium term price caps allied to performance measures has now
developed into a sophisticated system of supervising the behaviour of monopoly service providers. At the same
time the regulator has responsibility to promote competition through structural change and market liberalisation.

In the context of developing appropriate regulatory institutions and approaches for Africa it is important to bear in
mind how the theory and practice of regulation has developed elsewhere in the world and why. [t can then be
adapted to meet the specific restructuring needs of the continent, which will be as diverse as similar needs in
other continents. Elements of both cost of service and incentive regulation may be needed, and the specific
options adopted will need to take into account the chosen institutional structure for service delivery, and the
modalities for contractual arrangements and award.

The paper is presented with some knowledge of water sector restructuring in Africa. Although it does not purport
to be a case study of the water sector restructuring in Ghana, it does draw on the authors experience in Ghana,
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as a member of the Adam Smith Institute team helping to build the capacity of the Public Utilities Regulatory
Commission in the water sector. The paper does not necessarily represent the views of the Adam Smith
Institute.
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REGULATION AND INCENTIVES

ALAN BOOKER

Identifying the Sector

Setting Public Policy Objectives
Institutional Framework
Regulatory Principles
Economic Regulation

Quality Regulation

Customer Representation

Key Steps 1o PSP

IDENTIFYING THE SECTOR

Environment (Land, Water, Air)
Water Resources (Quality und Quantity)
Water Supply

- Production

- Transmission

- Service Frovision

Sanitation

- Service Provision

- Collection

- Treatment and Disposal
Utility Service

4.

SETTING PUBLIC POLICY OBJECTIVES
Improve Service Provision
Increase Accessibility
Reduce Costs
Improve the Environment
Improve Public Health
Contribute ©w Macro-economic Strategy
Generate wider Public Ownership

Reduce Government Financing

INSTITUTIONAL ROLES

Policy - Review Szctor Performance
- Balance social, econamic, quality objectives
Seuting Standards

Govermnance - Asset ownership

- Financing New Assets
Regulation - Economic

- Quality

- Customer

Service Provision - Wholly Public
- Wholly Frivate
- Attitude of existing provider

5.

INSTITUTIONAL FRAMEWORK

Government Oversight
- Legislation
- Contacts
- Licence armangements
Divestment of Assets
- Corporatisation
- Ownership of 0ld and new assets
- Care of all assets
Regulatory regime and roles
- Sectoral
- Competition Authority
- Type of body
- Information (Independent Reporting)
Model for Service Provision
- Clarity
- Outpul Orientated
Appeal mechanisms - Ombudsman
- Competition Authority

REGULATORY PRINCIPLES

Accountability with Independence (Funding)

Openness and Transparency

Regulatory diseretion (Law, Licence, Contract, Guidelines)
Due Process

Natural Justice

Regulatory Approach

Influence of PSP Model
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1. 8.
ECONOMIC REGULATION QUALITY REGULATION

Safeguard provision of services
Ensure financial sustainability
Promote economy und efficiency
Protect Customers

Promote competition

Regulation by contract

Building Capacity

Environmental - Pollution Central
- Environmental Management
- Dischaige Licensing
Water Resources - Planning
- Abstractions
- Water management
-~ River Basins

Drinking Waler - Approach
- Audit

Setting Standards - Affordability

10,

CUSTOMER REPRESENTATION

Sectoral/Multisectoral/General

Watchdog role

Advise the Economic Regulator

Handle Complaints

Links to Customers

Appointment of Members

KEY STEPS TO RESTRUCTURING

Government decision on public policy
Govemment decision on Institutional Tamework
Legislation

Establish the regulatory regime

of existing 1

Involvement of donor community

Establish the contractual maodalities

Implement the transaction

Transitional Arrangements

Review the sector performance periodically
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LA REFORME INSTITUTIONNELLE DU SOUS-SECTEUR: PEL’ HYDRAULIQUE URBAINE
AVEC LA PRIVATISATION DE LA SOOIETE NAT |ONALE DE EAUIX (SNE) PAR

AFF ERMAGE,
Mmrstereﬂe la Privatisation et de la Restructuration des Entrepnses REPUBLIQUE DU NVGER

Par ordonnance n°96-062 du 22 octobre 1996, le Gouvernement a inscrit la Société Nationale de Eaux (SNE)
sur la liste des entreprises a privatiser. Cette décision était précédée d'une jmission de la Banque Mondiale
(BM) chargée de faire le diagnostic de la SNE. La mission, composée du Dr. 1dé Gnandou de la BM et de
Monsieur Jos Van Gastel du Cabinet AQUANET, a été effectuée du 12 au 20 octobre 1996. Un rapport
d'évaluation de la SNE a été soumis a la fin de la mission.

En novembre 1996, les cadres du Ministére de I'Hydraulique et de I'Environnement et les responsables de la
SNE en collaboration avec une mission d'experts de la Banque Mondiale ont esquissé les grandes orientations
de la réforme du sous-secteur de I'hydraulique urbaine.

L'objectif général visé a travers la réforme est de créer un sous-secteur de I'hydraulique urbaine autonome et
financiérement viable, capable d'assurer a moindre colt, I'alimentation en eau potable des centres urbains en
quantité suffisante et en qualité acceptable. Les objectifs spécifiques sont les suivants:

. Améliorer les performances techniques et financieres du sous-secteur en vue de réduire les
charges d'exploitation et de fonctionnement;
Assurer au sous-secteur une gestion commerciale de type privé lui permettant d'encaisser
régulierement les factures de I'Etat et de recouvrer rapidement les amriérés de I'Etat;
. Assurer au sous-secteur une large et pleine autonomie décisionnelle excluant toute ingérence
indue de I'Etat;
. Accroitre la desserte en eau par le développement des systémes de production et de distribution,
ainsi que I'augmentation sensible du nombre de branchements privés;
Améliorer la qualité de l'eau;
. Attirer les investissements dans le sous-secteur pour permettre la réhabilitation et le
déveioppement des infrastructures; et
Atteindre a moyen terme l'autonomie financiére du sous-secteur pour assurer la réalisation des
programmes d'investissements sans recours aux subventions de |'Etat.

Sur instructions de son conseil d'Administration, la direction générale de la SNE a effectué, du 7 au 12 janvier
1997, une mission auprés des sociétés d'eau du Mali et du Sénégal afin de s'enquérir de leur expérience en
matiere de privatisation. La mission a formulé les conclusions suivantes.

la réforme doit étre I'ceuvre du Niger et non de l'extérieur,;

les objectifs de la réforme doivent étre clairs et précis;

la réforme doit étre préparée soigneusement avec une méthodologie bien définie;

le patrimoine doit rester intégralement propriété de I'Etat

la réussite de la réforme dépend de la volonté de chaque intervenant a coopérer avec les autres et
arespecter ses engagements; et

la réussite dépend de la volonté de la volonté politique du Gouvemnement et de 'engagement des
cadres nationaux.

Dés le démarrage des activités de la Cellule de Coordination du Programme de Privatisation {CCPP) en
décembre 1996, un groupe de travail, comprenant des représentants du Ministére de I'Hydraulique et de
I'Environnement, de la SNE, du Ministére Finances, de ['Intérieur, de la CCPP et du Cabinet du Premier Ministre,
a été constitué.

Ce groupe de travail qui avait pour tache de faire une proposition d'option au Gouvemement, avait a sa
disposition plusieurs éléments permettant d'accomplir cefte mission, notamment les schémas de privatisation
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adol;;tés par certains pays de ,la sous-région et 'expérience incontestée des cadres de la SNE et du Ministére de
tutelle.

L'expérience des autres pays a prouvé que mettre en ceuvre une réforme institutionnelle pérenne avec une
participation efficace du secteur privé, il faudra faire accompagner cefte réforme d'un programme
d'investissements conséquent, établi avant le processus. L'on sait que le sous-secteur de I'hydraulique urbaine
au Niger a besoin d'un programme de réhabilitation et de rentabilisation de installations existantes pour sa mise
a niveau dés les premiéres années de réforme. A ce niveau, l'idée de la concession a &% écartée a cause du
faible pouvoir d'achat des populations nigériennes qui ne pourront pas faire face a I'augmentation des tarifs. Il
est clair que le concessionnaire va augmenter les tarifs pour récupérer les fonds investis.

Afin de limiter les augmentations tarifaires a un niveau acceptable, le financement de ce programme
d'investissements devrait se faire en partie par des préts concessionnels contractés aupres des bailleurs de
fonds, et en partie sur fonds propres du fermier dans le cadre de son contrat d'exploitation. La stratégie qui
permet d'atteindre cet objectif est I'affermage. Ce choix est sous tendu par I'importance des investissement a
réaliser dans le sous-secteur et par la nécessite d'avoir accés aux ressources des bailleurs de fonds.

Le groupe de travail, assisté de consultants des cabinets AQUANET, Emst & Young et des experts de la BM, a
marqué sa préeférence pour ce schéma de réforme institutionnelle compatible dans sa forme et dans ses
implications avec chacun des objectifs spécifiques et avec la politique macro-économique du pays. |l s'agira
d'un schema combinant les avantages de I'affermage avec quelques éléments de concession. Une fois que le
groupe de travail a tracé le cadre général, la proposition de stratégie a été faite au Gouvernement qui I'a adoptée
en Conseil des Ministres, le 13 février 1997.

Cette stratégie prévoit la création d'une société national de patrimoine (Société d’exploitation (SDE) privée
responsable des opérations de maintenance des installations et des investissements de réhabilitation, de
renouvellement et d'extensions selon un programme a définir. Les actifs immobilisés du sous-secteur seront
transférés a la SPEN dont I'Etat nigénen sera propriétaire a 100 %. Les centres urbains actuellement gérés par
la SNE feront partie du périmétre de gestion a confier au fermier. La politique tarifaire relévera de IEtat le
principe péréquation est retenu. Une grille tarifaire unique sera appliquée a I'ensemble du pays, La durée de
I'affermage est fixée a 10 ans.

Aprés 'adoption de I'option, le Ministére chargé de la privatisation a organisé un séminaire d'information, de
réflexion et de sensibilisation sur la réforme institutionnelle de la SNE en juin 1997 pour échanger des points de
vue avec toutes les parties prenantes et s'entendre sur 'option de privatisation. Des personnes ressources du
Sénégal et de la Guinée ainsi que les consultants et les experts de la BM ont participé a ce séminaire.

En juillet 1997, le Ministére a organisé I'atelier d’approfondissement de I'avant projet de schéma de réforme
institutionnelle de la SNE. C'est au cours de cet atelier auquel ont participé des experts de la BM, de [Agence
Frangaise de Développement (AfD) et de la GTZ que l'option de privatisation a été affinée. Les roles des
différents acteurs (Etat, SPEN, SDE) ont été définis et un chronogramme d'action arrété de commun accord.
Les bailleurs de fonds se sont engagés sur le financement des études de privatisation. L'AFD financera une
partie des études financiéres (modélisation financiere, audit des comptes, inventaire complémentaire des
immobilisations}), la KFW financera I'étude sur la volonté de payer/capacité de payer des populations, la BM
financera le reste des études. A cette date, seul L'inventaire complémentaire n'a pas du étre financé par AFD a
cause de la rupture des relations des relations de la France avec le Niger.

Avec la création récente de I'Autorité de Régulation Multisectorielle (ARM), la réforme institutionnelle de la SNE
va s'articuler autour de quatre (4) acteurs principaux; I'Etat, la SPEN, la SDE et 'ARM.

En octobre 1998, fe Gouvernement du Niger a procédé au recrutement du consortium Mazars & Guérard/BNP
chargé de mettre en ceuvre l'option de privatisation de la SNE. Les études techniques financiéres, sociales et
juridiques ont été réalisées conformément a cette stratégie.

Les experts du consortium Mazars & Guérard/Merlin ont élaboré un plan d'investissement sur 10 an pour une
enveloppe globale d'environ 56 milliards:de F.CFA. cependant, dans le carde du Project Sectoriel Eau (PSE)
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dont l'objectif est de financer les investissements prioritaires, I''DA a demandé au consortium de proposer un
plan d'investissement de 5 ans pour tenir compte de la durée du PSE qui sera de 5 années renouvelable et de
I'enveloppe que la BM est disposée a allouer au projet. L'enveloppe globale est fixée a 43,375 millions de
dollars US dont 3,37 millions de $ US de travaux de réhabilitation du réseau de distribution & réaliser par
linvestisseur privé sur fonds propres. i est également prévu, par un contrat spécifique, entre la société de
patrimoine et le fermier que la réalisation des travaux de branchements seront délégués au fermier pour un
montant estimé & 5,731 millions $ sur la base d'un bordereau de prix préétabli.

Le PSE du Niger, dont la coordination technique des activités est assurée par le Ministére des Ressources en
Eau, vise a améliorer l'acceés a l'eau potable en milieu urbain (surtout pour les couches sociales les plus
défavorisées) et a accroitre 'alimentation en eau potable et améliorer I'accés et ['utilisation des installations par
les populations. Le PSE comprend quatre composantes principales.

appui institutionnel et renforcement des capacités;
hydraulique urbaine;

alimentation en eau potable en milieu rural;
assainissement urbain.

s

Pour sa mise en ceuvre, une Unité de Coordination du Projet (UCP) sera mise en place. Cette unité sera
chargée de Il'exécution financiére du projet quelles que soient les sources de financement. La SPEN et la
Direction des Infrastructures Hydrauliques (DIH) du Ministére des Ressources en Eau auront essentiellement
des responsabilités techniques.

Un comité technique de préparation du Projet Sectoriel Eau a été créé par arréte du Ministre de I'Hydraulique.
La CCPP est membre de ce comité qui comprend des représentants de la SNE, du Programme de Réhabilitation
des Infrastructures Urbaines (PRIU), des Ministéres de I'Environnement, des Finances, de fa Santé, de
' Agriculture et de 'Elevage, de l'intérieur, de 'Equipement et des Infrastructures et du Ministére du Plan.

Le Chronogramme de préparation du PSE est intimement lié a celui du programme de privatisation de la SNE.
La Société de Patrimoine des Eaux du Niger a été créée par la loi n°12-2000 du 14 Aolt 2000. Le Directeur
Geénéral de la SPEN a été nommé. |l reste la constitution du capital de la SPEN qui est une société d'Etat.
L'Etat du Niger devra libérer le quart du capital & la constitution de la Société. Le Gouvernement du Niger a
Procédé une seconde fois au lancement du dossier de préqualification pour recueillir le maximum de
manifestation d'intérét par 'opération de privatisation d'intérét par I'opération de privatisation de la SNE. Ainsi, la
liste des entreprises et groupements d’entreprises s'établit comme suit.

) Compagnie Générale des Eaux (VIVENDI);
. Groupement SAUR/SODECI;

e  SUEZ Lyonnaise des Eaux

. SNC Lavalin; et

e |PE AQUAS DE Portugal.

Le dossier d'appel d'offres a été remis a 'ensemble des opérateurs préqualifiés le 22 juin 2000. Des rencontres
se sont tenues a Paris les 6 et 7 juillet 2000 pour échanger des vues avec les représentants des cing (5)
soumissionnaires et s'entendre sur les principaux points du dossier d'appel d'offres. A l'issue de ces rencontres,
un calendrier de mise en ceuvre a été établi.

Le dépouillement et 'analyse des offres de premiére session se sont déroulés en octobre 2000. Une
commission d'analyse des offres a été créée a cet effet par arréte no13 du 10 octobre 2000 du Ministére de la
Privatisation. Cette commission a organisé et tenu des réunions de clarification avec les deux soumissionnaires
& savoir VIVENDI et la Lyonnaise des Eaux qui ont déposé des offres. Le trois autres préqualifiés ont préféré ne
pas soumettre d'offres.

A l'issue des réunions de clarification, les deux soumissionnaires candidats ont été invités a soumettre des offres
de deuxiéme session. Le dépouillement et I'analyse des offres de la deuxiéme session. Le dépouillement et
lanalyse des offres de la deuxiéme session se sont déroulés dans la deuxiéme semaine de décembre 2000.
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Aux termes des travaux de la commission d'appel d'offres qui se sont effectués conformément aux dispositions
du dossier d'appel d'offres, VIVENDI est déclaré adjudicataire provisoire de I'appel d'offres en plus d'une offre
technique acceptable, VIVENDI propose le prix exploitant le plus bas.

L'adjudicataire provisoire dispose de 2 mois apreés la notification pour constituer la société d'exploitation privé.

La signature du contrat d'affermage est prévue au plus tard en fin mars 2001.
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L’EXPERIENCE DE LA MISE EN CONCESSION PRIVEE DU SECTEUR AU GABON
By Jean Pierre Lasseni-Duboze, SEEG (Vivendi Water Group)
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THE PROCESS OF SELECTING A PRIVATE GPERATOR FOR
THE DAR ES SALAAM WATER SUPPLY AND SEWERAGE AUTHORITY
R. Swere, Ministry of Water, Tanzania

Introduction

This paper describes the bidding process which is currently going on in Tanzania in an effort to privatise the Dar
es Salaam Water Supply and Sewerage Authority (DAWASA). It gives in brief, the refonms which took place in
the Water Supply and Sanitation Sector prior to taking decision to privatise DAWASA. Issues encountered in the
process of bidding and the way forward have been briefly highlighted.

Background
The Urban Water Supply and Sanitation Sector has undergone considerable reforms in the past few years.

1. Prior to these reforms, the Government was collecting water fees as one of the sources for its revenue and
in turn was giving out funds from its budget for running and maintaining water supply and sanitation services.
Normally, the amount of money issued by the Government was less than the revenue collected and was by
far less than the money required for running and maintenance of water supply and sanitation services.

2. The urban water supply activities were before 1994 run as part of the office of the Region Water Engineer.
Under this arrangement budgetary allocation for urban water supply and sanitation services was given low
priority with respect to other activities.

Decision was taken in 1994 to establish independent urban water supply and sewerage departments, and to
allow them to retain revenue collected through sale of water and related services to meet the operation and
maintenance costs.

3. In 1997 further developments in legal and institutional reforms were made, and these transformed Urban
Water Supply and Sewerage Departments to executive Water Boards. These changes backed by
legislation, made the boards more independent in running their affairs

In the same way the former National Urban Water Authority was transformed into the Dar es Salaam Water
Supply and Sewerage Authority (DAWASA).

4. In 1997 a decision to privatise the Dar es Salaam Water Supply and Sewerage Authority was made and a
legislation to that effect was enacted in 1999.

The decision made by the Government was to have the privatisation of DAWASA done in two stages.

The first stage is to have the Dar es Salaam and Sewerage Water Authority leased to a private operator for at
least 10 years. During this stage, DAWASA will have its infrastructure rehabilitated and improved while at the
same time its operations and management improved through engagement of private operator. Financing for the
infrastructure rehabilitation and improvement has already been secured.

The second stage is expected to find DAWASA more improved in terms of infrastructure and management. The
privatisation status of DAWASA will then change from lease to concession.

The DAWASA legislation (1999) provided for formation of a Regulatory body and assets owning body to be
known as the Public Granting Authority (PGA). The PGA will own the DAWASA assets on behalf of the
Government and will lease them to the Private Operator once the latter is in position.

The above mentioned reforms are being undertaken in line with reforms in utility services delivery in Tanzania.
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Most recently, the Government made a decision to have a multi-utility regulator for all utilities (Electricity,
Telecommunications and Water). Preparation to have this decision given legal power are under way. This
change will have to repeal portions of the DAWASA Act. (1999).

Bidding

Following decision by the Govemment to have DAWASA privatised, the exercise of getting a private operator
started. Responsibility for effecting reforms of parastatals in the country is vested with the Presidential Parastatal
Sector Reforms Commission (PSRC). PSRC having been formerly asked to spearhead the DAWASA
privatisation exercise, started work by forming a technical committed called DAWASA Divestitura Technical
Committee (DTT). DTT has members from DAWASA, Ministry responsible for Water, Ministry responsible for
Finance, Ministry responsible for Planning, Attorney General's Chambers and the PSRC itself.

Since privatisation of this nature is completely a new thing in Tanzania, an intemational consultant versed with
experience in privatisation of utilities was appointed to assist PSRC in the exercise.

The first thing was to compile the information on DAWASA to be included in the Tender Documents. At the same
time, several seminars to the stakeholders were carried out to enable them understand and appreciate the
importance of the exercise.

Initially, pre-qualification document was issued. The document was prepared by the consultant, checked by DTT
and approved by the PSRC before sending it to the World Bank for Review.

Once pre-qualification document was approved, advertisement calling for interested bidders to collect the
document was issued. Interested bidders collected the documents, filled them and submitted them.

On the closing date, pre-qualification submissions were opened and evaluation exercise organised. DTT and the
consultants camied out evaluation and prepared an evaluation report to the PSRC and later to the Warld Bank for
review. Three firms out of four which applied were pre-qualified for bidding.

Having got the pre-qualified bidders, tender documents were issued to them. Tender documents were also
prepared and processed in the same way as it was for prequalification documents.

At the time when bidders were busy working out their bids, one of the firms withdrew, leaving only two bidders in
the run. The main reason given for withdrawal was that the bidder was not quite comfortable with the terms and
conditions contained in the bid document.

On the closing day, tenders were opened and then passed over for evaluation. DTT and the consultants did the
evaluation.

The evaluation was done on technical submissions first and results submitted to PSRC Commission and the
World Bank as per earlier described procedure. Approval was obtained and this enabled evaluatior: exercise to
be conducted on financial submissions. At this stage the evaluation team discovered that each ong of the two
bidders, attached a number of conditions to his bid which made it difficult to select a preferred bidder.

A report on the situation was prepared and submitted to the authorities. After a lergthy debate on the way
forward, it was resolved to re-bid, after making thorough review of the bidding documents. The re-bid was made
open to all eligible bidders, setting aside completely the previous exercise.

Meanwhile, the rebid exercise has already started. The revised terms of reference for the pre-qualification were
prepared and advertised. Sixteen firms responded by collecting documents. Out of those sixteen firms, only 8
firms made their submissions. Evaluation for prequalification is in progress now. At the same time revision of
the bid documents to take care of the shortfalls which cccurred in the previous exercise is also in progress. The
consultants have already submitted their proposals on the revised bid documents, which are being reviewed by
DTT.
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[ssues Encountered:

Several issues were encountered during the bidding process which either did slow the progress or made it
difficult to get through. Some of those issues are described below:-

Lack of experience in the privatisation of water supply and sanitation utility.

Though considerable reforms had already taken place in the sector, when

it came to having a private operator, the whole thing was seen by majority of stakeholders as something
endangering the reliability and affordability of the services. It took quite sometime to educate them through
seminars, meetings and publications.

There was very little knowledge, among the people entrusted with the exercise, on what should be done. This
resulted in delayed actions and sometimes in taking wrong actions.

Lack of accurate data on the utility to be privatised.

Accurate information and data on the firm to be privatised is very important for the intended investors. At the
time the decision was taken, there was only scanty information available on DAWASA. Special studies had to be
conducted to have the required information prepared.

Inadequate legal framework appropriate for privatisation.

The legal reform on the water supply and sanitation which had been undertaken only covered operation of the
utility up to the level of management by Water Boards. These Boards were in fact still owned fully by the
Government, The legal framework in place was therefore not capable of taking care of private operator issues.

Having seen this problem, revision of DAWASA Act was made in 1999. Right now further reforms are under
way and these are expected to review the portions of the DAWASA Act. 1999.

Inadequate number of investors ready to take part in the privatisation of water and sanitztion facilities.

We have already called for expression of interest in participating in the privatisation of DAWASA twice, but
response from investors is not encouraging. In the first instance only three firms showed interest but only two
fimms eventually submitted their bids. In the second instance, only three new firms showed interest it addition to
the three firms which had appeared in the first instance. It is not known yet how many of these will undergo the
bidding process to the end.

So far only outside firms have shown interest. No single local firm has come forward yet, despite a special
workshop specifically organised to sensitise them. There is a requirement that the selected operator forms a
local company with at least 20% shareholding by local investors. As it looks, this may pose a problem at the time
the private operator is ready to take off.
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1. INTRODUCTION

The first democratically elected government of South Africa came into power after the elections of 1994. This
government was faced with a critical back-log of service provision to the rural and poor people of the country. The
previous apartheid system of government maintained an adequate supply of services to the selected few who
were in power at the time. The changes facing the present government includes addressing the back-log in the
provision of basic services and providing a regulatory framework for the water sector.

The government of South Africa also welcomes the participation of the private secter, which joins our public
sector, in addressing the challenges we face o provide water services for our people. Provision of water services
in South Africa is a particularly formidable task. The backlog and limits to financial and staffing capacity are
significant. Over and above this there is a great diversity of situations in relation to water services that needs to be
taken into account; from small rural communities to large metropolitan areas.

The Department of Water Affairs and Forestry is the national department whose function is to monitor the
provision of equitable and sustainable water and sanitatior services by local government in order to meet their
constitutional obligation. This department, together with Department of Provincial and Local Govemnment, is also
responsible for the building of competent local government institutions as a form of support to enable them to
provide these services.

2. BACKGROUND

In terms of the constitution of the country it is the function of local government to provide basic services to their
communities. This function is presently being executed by national govemment in the water schemes that were
inherited from the homelands after the first democratic elections of 1994. These schemes should be transferred
to the relevant local authorities. The problem facing government is that some of these local authorities are
reluctant to take over the schemes at the state they are in at the moment. The department is in the process of
developing a business plan to address the whole transfer process in consultation with all the relevant
stakeholders.

The implication is that the Department of Water Affairs and Forestry continues to operate and maintain these
schemes at a very high cost to the taxpayers due to non-recovery of costs from the consumers. There is
presently no contracts between the department and local authorities for the provision of these services.

Government wishes to progress from a situation in which central government runs a significant proportion of
services, to one in which this responsibility is placed under local government, with all municipalities ultimately
assuming responsibility. The means by which local government achieves service delivery vary. This may range
from providing the service itself, to a management contract for the operation of a single plant; to the large
metropolitan area seeking to contract with a suitable company to build, operate and manage faciliies under a
concession-type agreement. Regulations need to ensure that all responsibilities are clearly allocated while being
simultaneously comprehensive and reasonable.

To ensure the adequate provision of water and sanitation services there are a number of legislative and policy
documents created to provide for a legal framework for the provision and regulation of these services.

3. THE CONSTITUTION
According to the constitution (the supreme law of the country) both the government and the individual have the

rights and obligations with regard to basic water supply and sanitation. The constitution sets out the broad
institutional framework for service delivery.
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Chapter 2 of the constitution (the Bill of Rights) i.e. section 24 guarantees all citizens a healthy environment.
According to this section everyone has a right to:

e An environment not harmful to health or well-being
e An environment protected for the benefit of present and future generations

It further guarantees everyone the right to access to “sufficient water "in section 27b.

The constitution further aifows for the division of functions and responsibilities for the three spheres of
government in order to achieve these rights. However reasonable legislative and other measures, within the
available resources need to be considered to be able to achieve the progressive realisation of these rights.

Equitable share

In the constitution an allowance is made for the funding of municipal functions through a National Equitable
Share Fund. Local government will be able to use the equitable Share to pay for capital expenditure and running
costs for municipal services. These funds will be targeted at poor households who are defined in terms of the
indigent policies of different municipalities.

4. NATIONAL, PROVINCIAL AND LOCAL GOVERNMENT:

e The national government is responsible for the establishment of norms and standarcis for service provision

¢ Both the national and provincial governments must support and strengthen the capacity of local government
to manage their own affairs, exercise their powers and to perform their functions

e Both national and provincial govemment have legislative and executive authority to see to the effective
performance by municipalities of their functions, by regulating the exercise of this executive authority.

o There must be a continuos and sustained interaction between the three spheres of government and they
must support each other in a spirit of co-operative government.

5. LOCAL GOVERNMENT

This sphere of government is responsible for the provision of basic services to their consumers. According to -
schedule 4b water and sanitation services which is seen to be limited to potable water supply systems and
domestic waste water and sewage disposal systems is the responsibility of local govemment. However this must
be done in a sustainable manner.

The government realizes that it has a duty to create competent local government structures to provide effective
services delivery. The Department Provincial and Local Government has created a number of legislation to
support local government institutions. These are:

5.1 LOCAL GOVERNMENT MUNICIPAL STRUCTURES ACT 1998

This Act defines the institutional and poiitical systems of municipalities. It determines the categeries, types, -
powers and functions of municipalities. _

5.2 LOCAL GOVERNMENT MUNICIPAL SYSTEMS ACT 1999

The act focuses on the internal administrative functions of municipalifies, including human resources, labour -
relations, financial and development planning.

5.3 LOCAL GOVERNMENT MUNICIPAL DEMARCATION ACT 1998 -

This Act defines the process for establishing a demarcation board, and the principles and criteria within which the
board will set about re-demarcating municipal boundaries.

6. To fulfill its constitutional obligations the Department of Water Affairs and Forestry has created
legislation for water services (water and sanitation) delivery. This legislation and framework is
discussed in the following sections.
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6.1 THE NATIONAL WATER ACT 1998

NB: For the purpose of this exercise, the National Water Act is not reviewed in much detail, as it does not
detail a framework for the provision of water services to households.

The main emphasis of this Act is on the country ‘s scarce water resources. It aims to regulate water use to
ensure equitable and sustainable use of available water resources. It aims to ensure that the water resources
are protected, used, developed, conserved, managed and controlled. The Act wants to make sure that the
management of these scarce resources is based not only technical considerations but also on sociai, economic,
political and environmental considerations.

6.2 THE WATER SERVICES ACT (ACT 108 OF 1997)

The overall objective of the Act is fo assists local govemment in its function of water services provision to ensure
effective, efficient, affordable and equitable access to water services for all people.

Some of the objectives of the Act are to -

o Ensure and define the right of access to basic water supply and basic sanitation services
Sets out the rights and duties of those who provide services , those who are responsible for providing
services and those of consumers,

e Allow the Minister of DWAF to set national standards (including norms and standards for tariffs) to
ensure enough continuos, affordable, and equitable water services. All water services providers must
comply with these standards,

o Promote, support and strengthen the capacity and authority of local government, while creating
mechanisms that will allow the provincial and national government as well as consumers to monitor its
performance,

e Regulate contracts for the provision of water services to promote the fair and transparent provision
thereof,

e Create effective and financially viable statutory institutions to assist local government in fulfilling its
obligations under the Act

Rights of Consumers

The Water Services Act, 1997 (Act No. 108, 1997) confirms that everyone has a right to basic water supply and a
right to basic sanitation. What this basic water supply and basic sanitation means is prescribed by the minister.
This is currently described as 25 liters per person per day, within 200 metres of the person ‘s dwelling.

The consumer also has a right to sufficient information so that he or she is aware of important aspects involved in
water services provided or that will be provided to him or her.

Limits to the rights in the Act

Below are the limitations placed by the act on rights given:

e Access to water services must be through the water services authority and that no person may operate
as a water services provider without the approval of the water services authority concemed,

e Access is subject to the availability of financial, human and natural resources,
Consumers have a duty to pay reasonable charges for water services provided
The water services authority has a right to limit or discontinue water services if reasonable conditions
including payment, are not met. However this process should be fair; must be include notice to a
consumer of the intention to limit or discontinue the service, and must provide for an opportunity to
make representations, before steps are taken. No person ‘s access may be limited or discontinued if
that person can prove to the water services authority that he or she is unable to pay for services.
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Itis ba§ed on these conditions that the govenment of South Africa has undertaken a study to develop a strategy
and gl_Jldellnes for local government to provide free basic services (water) to the poor. The debate around free
water is ongoing at the moment although a decision has already been taken at cabinet leve! to implement this.

7. MONITORING AND INTERVENTION

In terms of section 62 of the Act the Minister of Water Affairs and Forestry and the relevant Province must
monitor the performance of every water services institution in order to ensure:
e compliance with all applicable national standards prescribed under the Act.
e compliance with all norms and standards for tariffs prescribed under the Act.
e compliance with every applicable development plan, policy statement or business plan adopted in terms
of the Act.

If a Water Services Authority has not effectively performed any function imposed on it by or under the Act, the
Minister of Water Affairs and Forestry may, in consultation with the Minister of Provincial and Local Govemment,
request the relevant Province to intervene in terms of section 139 of the Constitution.

If the province has justifiably failed to intervene or has intervened but failed to do so effectively the Minister of
Water Affairs and Forestry may assume responsibility for that function to the extent necessary o fulfill that
function effectively. These may be:
o assuming responsibility for that function by directing the water services authority to fulfill that function
effectively
e providing financial, managerial and technical advice and assistance,
e orori notice to the water services authority taking over any of its functions to the necessary extent

The National Council of Provinces must approve this take-over
8. WATER SERVICES DEVELOPMENT PLANS

Every water services authority is required to prepare and implement a water services development plan in
consultation with the MEC for Local Government and the local community for its area. The plan must:

be developed within one year of the commencement of the Act

detail information on current and future water services provision

set out time frames for the provision of water services to those currently not served

Indicate how industry can use water and how it can get rid of its polluted water

9. WATER FOR INDUSTRIAL USE AND DISPOSAL OF POLLUTED WATER

This refers to industries drawing water from the main source themselves (e.g. from a river). To get access to
water industry needs permission from the water services authority in the area. The authority must also approve
the industry's methods of effluent disposal. !f there is a problem with the industrial use of water or the disposal of
effluent, the minister can be asked to confirm, change or withdraw any decision of the authority concemed.

10. COMPULSORY NATIONAL STANDARDS (SECTION 9 REGULATIONS)

The Minister has decided to set national standards. There is already draft regulations that are in the process of
being approved. These regulations look at;
e the quality of water;
o the effective and sustainable use of water resources;
o the nature, operation, efficiency and viability of water services;
the requirements for people who install and operate water services works;
e the construction and functioning of water services;

COUNTRY REPORTS: Key aspects of reform: PPP options, bidding process, regulatory regime




Regional Confsrence on Reform of the Water Supply and Sanitation Sector in Africa. Kampala, 26-28 February, 2001 Page 156

11. NORMS AND STANDARDS FOR TARIFFS (SECTION 10 REGULATIONS)

The Minister may in concurrence with the Minister of Finance set norms and standards for tariffs to ensure
affordable and equal access to water services. To achieve this norms and standards may:

¢ place limitations on surplus, profit and the use of income generated by the recovery of charges

o provide for tariffs to be used to promote water conservation

» differentiate on an equitable basis between different types of water services, different users, and different
geographical areas are allowed

Water services institutions are expected to comply with the prescribed standards and may not use a tariff, which
is substantially different from any prescribed norms and standards. These regulations are being finalised.

12. REGULATIONS DEALING WITH CONTRACTS BETWEEN WATER SERVICES AUTHORITY AND
WATER SERVICES PROVIDERS (SECTION 19(5))

There is a clear distinction in the Water Services Act, 1997 (Act No. 108, 1997) that a water services authority is
responsible for the provision of basic level of service to all South Africans.

A water services authority can choose to be the water services provider, or it can appoint another water services
authority, a water board, a voluntary water committee or a private company as the provider. Where the water
services provider is the same as the water services authority then the authority must manage the water services
functions separately from other activities, and must keep the financial accounts related to the water services
separately from the other accounts.

A water services provider is the institution that is responsible for providing the water services to consumers or
other water services institutions in a specific area. A water services authority must make sure that consumers get
water services that are compliant with the act i.e.: affordable; efficient; economical, accessible, and sustainable.

There must be a contract between the water services provider and water services authority. The contract must
be a public knowledge. The water services authority must consider public water services providers before
entering into an agreement with private providers {under debate at the moment to change from the act).

Draft regulations are already in place for these contracts. The objective of the regulations is to promote the best
interests of customers and to ensure fair treatment of Water Services Providers. The aim is to achieve a water
supply and sanitation service sector that:

o s efficient and financially sustainable.

o provides universal coverage with services that people need and are willing to pay for.

e Allows a range different methods of service provision, levels of service, and a choice of service

providers, and
e treats public and private providers in a simitar manner {see note above)

13. WATER BOARDS

A water board is an institution that provides water to other services institutions within a defined area. In terms of
the Water Services Act, 1997 (Act No. 108, 1997) a water board can only be established by the Minister. Their
executive authority is vested only in the minister to make sure the activities of the board serve both national and
regional interests.

A water board is allowed to perform other activities provided that it does not limit its capacity to perform its
primary activity and is not likely to be to the financial detriment of the board, water services institutions,
consumers or other users, that are situated within its defined services area and are served by it. Other services
could include providing management services, training and other support services to water services authorities
etc. Presently some water boards are involved in retail water services although it is not their core business.
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Water boards are regulated and monitored by the following instruments:

e The board is required to prepare a policy statement on specific matters listed in the act. This allows the
minister to have an overall view of the activities of the board

¢ The board must prepare an annual business plan for the next five financial years. The information to be
provided in the business is:

- each specific primary and other activity to be undertaken and the performance targets for each;

- the tariff applicable to each service, the method by which it was determined;

- the motivation for the tariff and the estimated tariff income;

- forecasts of capital expenditure for the primary and other activities for the next five years; and

- Any other information which the minister may prescribe from time to time.

e The board must further prepare an annual report on the activities of the board for each financial year
with financial statements included

The Minister has the power to amend its policy statement and business pian if it is not in the best inferest of the
general population served by the board or not | accordance with the act.

14. CHALLENGES

The water sector is undergoing fundamental changes and consequently, millions of rands are being spent
upgrading and operating existing infrastructure. There is also the challenge to provide millions of poor people
from under-developed areas with running water. Governments on their own are nct able to provide these
services and therefore the need for partnerships. Public-Public Partnerships or Public Private Partnerships is one
of the options open to us.

The involvement of the private sector requires a body with the necessary skills and expertise to reguiate the
industry. The focus on profits by the private sector in contrast to the focus on the provision of basic services to
poor communities by govemment need to be balanced. It would require an effort for the private sector to be
involved in rural areas where the returns on investments are low or non-existent.

The Department of Water Affairs and Forestry is presently playing the role of national regulator in the water
services sector. A process will be undertaken to establish the need for a dedicated regulatory unit within the
department or to establish an independent regulator. International expertise and experience will be important in
this challenging phase.

The roles and responsibilities of the regulator will be:
¢ To set minimum levels of service.
To set minimum reporting requirements.
To set tariff policy.
To monitor performance.
To encourage regionalisation to achieve the economies of scale.

Participation in this conference on the reform of the water and sanitation sector should be viewed as part of our
on-going consultative process to obtain further understanding of the need of regulatory regimes and options
available to the water sector.
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PRINCIPAUX ENJEUX DU SECTEUR DE L'EAU ET DE L’ASSAINISSEMENT EN SECTEUR
SEMI-URBAIN ET RURAL EN MAURITANIE
- Ministere De L hydraulique Et De L’energie Direction De L 'hydratilique

Contexte institutionnel

Le Ministére de I'Hydraulique et de I'Energie (MHE) est le département ministériel en charge du secteur de I'eau
potable et de I'assainissement en milieux urbain, semi-urbain et rural. Le secteur de I'eau agricole reléve du
département en charge du développement rural et de I'environnement.

Le secteur urbain incluant la capitale Nouakchott et 14 autres villes importantes est approvisionné en eau par la
Sonélec, société nationale sous la tutelle du MHE, alors que le secteur semi-urbain constitué par les centres
secondaires de moindre importance et le secteur rural relévent des attributions de la Direction de I'Hydraulique.

Les communes, instaurées par une ordonnance de 1987 ont également la distribution de l'eau dans leur
domaine de compétences, mais dans la pratique, elles n'ont ni les structures ni les moyens d'étres autonomes
pour assurer la totalité des opération liées au service de l'eau (investissement, exploitation, maintenance,
renouvellement).

En plus d'assurer les taches liées a la maitrise d'ouvrage des projets d’approvisiorinement en e¢au et a la
maintenance des équipemerts du secteur semi-urbain et rural, la Direction de I'Hydraulique a le mandat
d'assurer la connaissance et le suivi des ressources en eau souterraines, et l'inventaire du patrimoine en matiére
d'installations hydrauliques.

Les éléments afférents a la réforme présentés ci-aprés concement essentiellement le secteur semi-urbain et
rural relevant des attributions de la Direction de I'Hydraulique.

Principaux objectifs de la politique de réforme du pays

Afin d'assurer le développement durable du secteur de I'hydraulique pour faire face aux besoins en équipements
hydrauliques qui ne cessent de croitre en raison des transformations qui affectent la répartition géographique de
la population (sédentarisation dans des centres secondaires et concentration a la périphérie de la capitale) et
des aspirations de ces populations a un meilleur niveau de vie, le Gouvemement a entrepris un programme de
reforme qui a fait I'objet de la « Déclaration de politique pour le développement des secteurs de V'eau et de
I'énergie » datée du 23 septembre 1998.

Dans le secteur de I'hydraulique, la politique du Gouvernement se fixe les trois principaux objectifs suivants :
i)  désengager Etat de toutes les activités opérationnelles et des travaux et concentrer son activité a
la réglementation, la conservation de la ressource, la régulation et la planification.
i)  moderniser les structures qui ont en charge la gestion des filieres hydrauliques (eau potable et
assainissement des eaux usées) et énergétiques
i)  favoriser l'accés aux services de I'eau par des politiques tarifaires permettant la couverture des
colts, et compatibles avec la lutte contre la pauvreté.

Grandes difficultés auxquelles le pays est confronté dans le cadre du processus de réforme

Les grandes difficultés auxquelles le pays est confronté dans le cadre du processus de réforme sont liées aux
points suivants :

- La disponibilité insuffisante des ressources humaines, matérielles et financiéres de I'administration
centrale pour mettre en ceuvre la réforme ; les cadres qualifiés qui permettront a la Direction de
I'Hydraulique de remplir ses missions avec efficacité (connaissance et suivi des ressources en eau,
planification, réglementation, maitrise d'ouvrage) sont peu nombreux, notamment pour répondre aux
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exigences de la décentralisation ; les activités d'inventaire et de suivi des ressources en eau
nécessitent des moyens logistiques et scientifiques importants ;

- La création d'une structure de gestion déléguée du service de I'eau dans les centres secondaires ;
par son statut, ses attributions et ses moyens, elle soit étre en mesure d'assurer une « gestion de
proximité » performante des ouvrages hydrauliques, en étroite concertation avec les
« concessionnaires », les collectivités locales et les opérateurs privés ;

- La faible performance des opérateurs du secteur privé (bureaux d'études, entreprises,
foumisseurs) pour répondre avec qualité et rapidité a la demande en matiére de travaux neufs et de
maintenance des équipements ; la grande majorité des entreprises privées de puits et forages ne
disposent pas de personnels compétents ni de matériels en bon état pour prendre le releis de la DH
pour la réalisation ; les entreprises qualifiées pour la construction de réseaux sont peu nombreuses; -
les fournisseurs et réparateurs rencontreront des difficultés pour établir des réseaux de distribution de
pieces de rechange efficaces et respecter les contrats d'entretien signés avec les collectivités
bénéficiaires.

Facteurs déterminants du succés de la politique de réforme
Les facteurs qui caractériseront le succes de la politique de réforme seront :

- 'amélioration de la connaissance des ressources en eau (réseau de surveillance pour |'évaluation
des réserves et des prélévements , le suivi du processus de renouvellement) et le renforcement du
contexte réglementaire ; ces deux résultats de ia réforme permettront respectivement d'optimiser
I'exploitation des ressources en eau a travers une meilleure planification et de renforcer la -~
protection de ces ressources en termes de quantité et de qualité ; _

- I'augmentation du taux de desserte en eau potable dans les centres semi-urbains et en zone rurale
qui sera quantifié par le nombre de personnes qui auront accés a un point d'eau modeme délivrant
une eau répondant aux normes de qualité ; ce facteur traduira les capacités des institutions -
concemeées en matiére de maitrise d'ouvrage et de mobilisation de ressources financiéres pour la
création de nouveaux points d'eau équipés ;

- la durabilitt du service traduite par la réduction de la durée des pannes des égquipements -
hydrauliques & motricité humaine et motorisés ; ce facteur traduira I'efficacité du systéme de gestion
déléguée et de maintenance des équipements faisant appel aux opérateurs du secteur privé, et les
capacités des bénéficiaires a prendre en charge les colts correspondants y compris ceux afférents
au renouvellement. -

Domaines d’insuccés dans ['application des réformes
Les domaines d'insuccés qui pourraient apparaitre au cours de l'application des réformes sont les suivants: -

- Difficulté d'application du principe de la vérité des prix dans [I'établissement de [a tarification
(répercussion de la totalité des charges d'exploitation, de maintenance courante et lourde, de -
renouvellement) compte tenu du faible niveau de revenu de certaines catégories de populations et -
de I'inadaptation de certains équipement anciens (colts élevés par suite du sur- dimensionnement) ;
les conséquences seront traduites par un service de l'eau défectueux caractérisé par un taux de
pannes élevé ;

- Difficultés a susciter linitiative locale pour la prise en charge de la création et I'exploitation des
réseaux d'approvisionnement en eau par suite d'une sensibilisation insuffisante des élus des
coilectivités locales au processus de la réforme et en particulier au role des collectivités locales dans -

la gestion de l'eau ; = -
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- Difficulté & mobiliser des fonds pour l'investissement en matiére d'équipement hydraulique dans les
centres secondaires de maniére & respecter les normes d'acces a l'eau fixées par le Gouvernement
(un réseau pour chaque village de 500 habitants a I'horizon 2010-2015).

Secteurs nécessitant a I'avenir une attention particuliére si 'on veut tirer le meilleur parti des réformes

- Formation des différents publics concemés par la gestion du service de I'eau dans le contexte de la
décentralisation, tels que les autorités régionales et les administrateurs des services déconcentrés,
les élus des collectivités locales, les comités d’'usagers.

- Formation continue des différents acteurs techniques du domaine de I'hydraulique rurale, qu'ils
soient de 'administration ou du secteur privé, en ayant recours & I'offre nationale et internationale en
matiére de cycle d'études et de stages.

- Encouragement, par des mesures d'incitation appropriées, de I'émergence d'un secteur privé
performant dans le domaine de I'hydraulique (conception, construction, maintenance, gestion).

DIRECTION DE L'HYDRAULIQUE ET DE L'ENERGIE, BP 4913, NOUAKCHOTT, R.l. MAURITANIE
Téléphone ; 222 25 16 11/25 71 40, Télécopie : 222 25 14 02
E-mail ; dh.direction@toptechnology.mr
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URBAN. SANITATION: THE NEED.FOR A STRATEGIC APPROACH
Lukman Salifu & Jean Doyen, Walerand Sanitation Program - Africa (WSP-Af)

Overview

In Africa, rapid urbanization is largely taking place through the expansion of informal and peri-urban settlements.
Central governments, municipal agencies and utilities have failed to provide water and sanitation services to this
segment of the urban poor. Altematives that involve communities and informal services providers are, generally,
inadequate and relatively expensive.

Up to now, these settlements were considered a marginal and transitory phenomenon by many goverments.
Gradually, however, countries are waking up to the reality that these settlements are here to stay. In fact
informal settlements absorb the largest part of urban growth; in the capital cities of the region they account for
40% to 60% of the city population. In Nairobi, informal settiements shelter about 50% of the population on 5% of
developed urban land (Box 1). It is in these settlements that the challenges of urban poverty and environmental
degradation will have to be met.

The present paper briefly reviews the characteristics of informal settlements and the saritation services available
to their inhabitants. It then outlines the way forward on the basis of emerging experience from the region.
Finally, it provides an overview of the cost involved and who should bear them.

Characteristics of Informal Settlements

Informal settlements dot the landscape of many large African cities - Nairobi, Lagos, and Abidjan. They serve as
the "first-stop" for many poor people on rural-urban migration who provide the bulk of informal labor to their
adjoining city areas. They reflect the fact that in many countries in Africa urban growth has outstripped the
capacity of municipal administrations to plan urban space and provide basic services.

High-density slums are found on low-grade land or public reserves located close to central business districts or
industrial areas. They provide no secunity of tenure and have typically a high proportion of tenants. In Kibera,
more than 75% of residents are tenants and there is the same proportion of absentee "slumiords”.

Peri-urban settlements grow at the fringes or urban areas as a result of the initiatives of individuals and private
developers subdividing land and building structures ahead of any formal urban planning outside of the relevant
regulatory frameworks. This is the case for Accra, Lomé and Kampala. While in most cases peri-urban settlers
have some degree of security in land tenure their settlements are developed without basic services; roads,
drains, communal facilities etc.

Poverty and precarity lead to low standards. The dwellings are often made from cardboard, wooden planks,
dilapidated metal sheets, polythene and canvasses. These are often perched on eroding embankments of
natural drainage ditches.

Municipal and administrative services in informal settlements are typically grossly inadequate. It is common to
find a low-level local branch of municipal administration serving several ten of thousands of people from a
makeshift building.

For water utilities, the extension of water supply services to informal and peri-urban settlements presents
considerable risks due to the uncertainty of land tenure, uncontrolled development, high proportion of tenancy,
low and precarious income, and lack of security {vandalism, difficulties in billing and collection). In a number of
countries, utilities are explicitly prevented by policy or regulatory strictures from serving such informal
settlements. When utilities have been mandated to provide minimum lifeline services to informal settlements
(often as a measures against cholera outbreaks) they have found it difficult to do anything more than scattered
and unreliable standpipes.

Poor households of informal settlemenis primarily depend on smali-scale-independent providers (SSIP) and, in
some cases, communal self-help with support from NGOs for basic services. While the role of SSIP's has up to
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now not been recognized, recent surveys in Dar Es Salaam, Kampala and Nairobi, have shown that the
proportion of households obtaining services from SSIP's is as high 30% for water and 50% for sanitation; for poor
urban households the proportion are close to 80% and 90.

Poor households typically pay higher cost for water and sanitation services than users served by the utility. The
ratio of between prices charged by private vendors and public utilities for water in a number of African cities are
as follows : Togo, Lomé (10); Uganda, Kampala (4-9); Kenya, Nairobi (11): Mauritania, Nouakchott (100), Ivory
Coast, Abidjan (5)'. In Accra (Ghana) the freight charge by water tankers is more than 5 times the cost of water.

In a number of cases, NGOs provide support through
community groups but they generally operate in isolation

with high overheads. The lack of “trunk” infrastructure limit
their effectiveness. In Addis Ababa (Box 1), about 23 NGOs
run 72 community-based environmental sanitation projects
(CBES). The average value of each CBES project is about
US$300,000.00. In Nairobi, 250 NGOs are active in the nine
villages that make up Kibera (Box 2). Fragmented
operations, and weak or non-existent municipal support
services have restricted and prevented scaling-up and

replication of successful NGO initiatives.

Sanitation in Informal Settiements

Investments in urban environmental sanitation services are
wholly inadequate for many countries of the region and poor

Box 1: Addis Ababa

Addis Ababa with an appraximate pop. of 2,400,000
people has less than 10% served by sewerage, 0%
depend on dry-pit latrines and 5% use septic tanks
whilst some 25% of residents have no sanitation
services, Solid waste services cover less than 45%.
Open-ditches serve many oarts of the city and are
used as open sewers and refuse depositories.

In 118 Community-Based Ervironmental Sanitation
Projects (CBES) examined more than 65% cf projects
are delivered by NGOs with little coordination and
integrated approach to projects focus.

(Source: WSP-ESA Field Note: Environmental
Sanitation in Addis Ababa)

households of informal and peri-urban settiements who bear the brunt of the consequences in terms of ill health,
unfit living conditions and lost opportunities.

Excreta Disposal: the high densities and the prevalence of tenants and the lack of enforcement of environmental
and hygiene standards lead to as little space as possible “wasted * for the installation of sanitation facilities.
Congestion and low-standards, 150 persons per pit reported in Kibera (Box 2), lead to clandestine modes of

disposal.

Box 2: Kibera (Nairobi)

The informal seftlement of Kibera, located in a drainage

reservation area, provides shelter to 500,000 persons (more than

a quarter of Nairobi's population). The settlement area is only
250 hectares and so it has one of the highest densities in the
region (2,000 persons per hectare).

Excreta & Sullage Disposal
Lack of space for toilet construction and landlords
unwillingness to convert rooms (loss of income) and
incur extra costs.
69% of residents use “flying toilets” (wrap and throw
method, using polythene bags).
80% of latrines are emptied manually by discharge
into drainage ditches. Vacu-Tug serves a small
portion of the community due to lack of access.
There is organized seizure of communal toilets by
influential landiords who restrict usage to their
tenants.
75% of residents use living rooms for ablution and

+ wastewater thrown into nearby ditches.

(éou.rce: WSP-ESA Field Note: Water and Environmental
Sanitation Needs of Kibera)

In parts of Accra and Lagos EMS (expedited mail-shit )
service is practiced — where wrapped black polythene
bags are left, stealthily, in vacant lots and dark alleys.
In Kibera, Nairobi, “fiying toilets” is the most common
mode of disposal.

The lack of access to reach the few constructed
latrines and communal toilets leads to manual
emptying into ditches and vacant plots. Where small
motorised vehicles (e.g. Vacu Tug) are used, final
discharge of septage is ofter: just at the outskirts of
settlements because of lack of access to sewer main
or treatment facilities.

Drainage: natural drainage ditches and storm water
gullies serve as the conveyance infrastructure for liquid
and solid waste.

The construction of structures in flood plains and often
across drainage channels bring a lot of pollution health

hazards as many of the dwellings become inundated during rainy seasons.

! Bathia, R. and Falkenmark, M. (1993), Water Resources Policies and the Urban Poor: Innovative
Approaches and Policy Imperatives, Water & Sanitation Currents, UNDP-World Bank WSP.
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Primary drainage infrastructure like main roads need to be planned as part of city-wicle networks and are not
suitable for investments by community groups. In some cases, efforts have been sabotaged as people settied
downstream become alarmed at the consequences of any drainage improvements upstream. The same lack of

primary and secondary infrastructure dissuade investments in tertiary drains even if landlords grudgingly agree to
provide them.

Solid Waste: solid waste services provided by municipalities in many developing countries of Africa cover on the
average only 45% city-wide. Informal settlements are, normally, not covered and dumping in open spaces, into
drainage channels, burning and burial of refuse (in that order) are the options open to households.

Refuse collection stands out as one aspect of urban environmental sanitation services which has high public
good attributes. It has been a priority area for community initiatives. Primary collection need to be co-ordinated
with city-wide arrangements for haulage and final disposal.

There is a number of successful examples of primary collection systems organized by NGOs and community
groups with many of them relying on SSIP's for refuse collection and transportation. In a peri-urban settlement in
Kumasi (Ghana), the use of animal-drawn carts, small motorised vehicles and tractors with trailers performed
very good primary collection services but the weak link was the transfer of communal containers to the final
disposal site by the municipality.

The Way Forward

Many developing countries recognise that improvement in infrastructure services to informal settiements is a key
component of the fight against urban poverty. Informal settiements cannot be bulldozed away as the problems
simply shift to other adjoining areas, not to mention the hardship on people. Improvements will have to be
gradual and respect the needs of communities that live in such settlements.

Community-based infrastructure upgrading schemes with minimum of resettlement and dislocatior: is broadly
accepted as the method of choice and constitute the framework under which urban environmental sanitation
programs will have to be planned and implemented.

Iin mapping out the way forward, it is useful to keep in mind the gradual process through which sanitation
services gradually emerge as towns grow into cities. The development {adder of sanitation infrastructure and
services, typically, progress through the following steps;

= Absence of collection or conveyance infrastructure for sewage and grey water, with reliance on natural
drains along roads with discharge into rivers and downstream flood plains;

= Construction of lined drains and sewers for handling both storm water and wastewater, with on-site
sanitation facilities for individual premises; sewerage network serving the central business district and
privileged areas;

» Construction of dedicated wastewater collection and conveyance infrastructure to handle discharge of larger
volumes of wastewater from increased population of municipalities;

At this stage drain fields and subterranean soils serving septic tanks and on-plot latrines have reached saturation
and have become inadequate for high housing and population densities. This is some 50 - 60 years after the
installation of the on-site systems.

At a later stage:

= Development of treatment plants at out-falls of conveyance infrastructure.

The above process, in a number of cases, evolved out of concern for the conditions of downstream settlements
(in flood plain areas) and for the pollution of water resources.
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The Need for Strategies
Several countries as well as cities (Zambia, Nairobi) have found it useful to prepare strategies aimed at
improving environmental sanitation and water supply services for informal settiements. Such strategies are useful

(i) to create consensus among various institutional actors and stakeholders;

(ii) to establish common framework for coordinated action and partnerships;

(i)  toremove legal/regulatory obstacles and define needed institutional reform;

(iv)  to clarfy sources of funding for various components at different levels (users/households,
neighborhoods, village/settlement, municipality, and central government).

Informal settlements strategies have also included a review of the range of technology options with particular
attention to low-cost options, maintenance and management implications.

All strategies recognize the need to combine community initiatives with small scale providers, utilities and
municipal agencies. They also emphasize users choice and cost recovery. Finally, they stress the importance of
intensive formation, education and communication to promote hygiene and to mobilize communities and
strengthen their role in planning and oversight.

From Strategies to Programs
The experience of the city of Kumasi {Ghana) has led to
the strategic sanitation approach (See Box 3). The SSP | Box 3: Elements of Kumasi SSP

process is geared to achieve the following outputs: * Sewerage Improvement
- pilot simplified sewerage

= examination of a range of technical solutions; ‘ - improve satellite sewerage with community
= assessment of options to fit the peculiar situations of management
different communities; - promote SSIPs in de-sludging services

» provide flexible solutions which can change over time; | ® Improvement of Public Toilets Mgt.
- pilot management by SSiP's

and, I - scale-up city-wide and enable BOT schemes by

* anintegrated approach to sanitation development. SSIP's
o School Sanitation

The SSP approach enables decentralised decision making - provide investment profile for school facilities
and address how to: - schoolt' hygiene curriculum development &
= work at the urban community level (including informal | o EETCN

§ettlements); o _ B - pilot community revolving loan scheme
= involve local authorities (including traditional rulers), - scale-up city-wide and involve SSIP's in promotion

and decentralised structures; and delivery

¢ Institutional Capacity Building
- establish waste management Dept.
- defined roles of SSIP's, and program capacity

= develop local capacities;
» enable shared management within the institutional

framework (defined roles/programs of public development needs
institutions, SSIP's and households); (See WSP-WCA, Ouagadougou and Kumasi
= emphasise real opportunities and incentives for all Sanitation Prcjects: A comparative Case Study)

stakeholders; and
= work within a global context for urban development.

The SSP recognised that "sanitation is a way of life" and starts at the personal level of the household unit before
aggregating into a community or public good. Understanding the factors that drive the demand for improved
environmental sanitation by households and by communities is critical. The constraints and incentives for
hygiene promotion and social marketing need to be identified for each community.

Embedded in the SSP is the concept that the achievement of a clean and healthy environment is a long-term
goal that can only be achieved in smalf steps?in pace with the demand and capacity of hiouseholds.

Although much has yet to be learned from the regional experience, the following guiding principles can be put
forward for the design of environmental sanitation programs for informal settlements.

2 See Field Note, WSP - South Asia. "Guiding Principles of Sanitation Development Plan" in Urban
Environmental Sanitation Planning: Lessons from Bharatpur, Rajasthan, India.
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Emerging principles:

Establishment of settlement specific institutional capacity for planning and implementation of local
infrastructure investment and for overseeing support to community initiatives (e.g. Local Infrastructure
Board);

Up-front emphasis on community participation through information, training and mobilisation including
hygiene and sanitation promotion and marketing;

Close "vertical” co-ordination between improvements in trunk systems under the responsibility of municipal
agencies and utilities, and community initiatives; e.g. roads and secondary and primary drain; sewer mains;

final solid waste haulage and disposal.
e "Horizontal" coordination between interventions in different sub-sectors: e.g. drainage and roads, drainage
and solid waste management.
o Commitment to address land tenure issues in a manner that recognizes the needs of current occupants and
involves the community. The civic capital and organizational capacity developed through community
participation in environmental sanitation programs would be applied to the more difficult issue of land tenure

reform.

The challenge is to establish an institutional framework and financing mechanism that harness households' and
communities’ resources for neighborhoods services and facilities, and that ensure co-ordination with investments
in trunk infrastructure and services.

Table 3 provides examples of environmental sanitation programs targeted at informal seftiements.

Box 4: Cost Allocation and Financing Mechanisms - Based on “Incidence of Benefits

Incidence of Benefits Service Type Cost Allocation to Financing Mechanisms
Investments Oo&M
Private On-plot infrastructure Households Househalds Home saving +in-kind
(e.g. household latrines, labor
WC fixture + septic tank, Neighbors labor
house-to-house waste Credit scheme
collection, tertiary Subsidies for targeted
drainage) component and over a
limited demonstration
period (investments only
Neighborhood Share neighborhood Communities Block Neighborhood taxes
infrastructure (e.g. Government, utilities Governance unit (ward, Rotating credits
Neighborhood public unit committee, Community tariffs
latrines or sanitation commune) User fees
marts, institutional — School Hygiene Private sector financing
schoal, prisons, health Education Committees {leasing and BOT)
centers, latrines,
collector sewers, waste
transport, secondary
drainage)
Public Infrastructure and Municipality City or village wide General city or village
services with broader Government, Utilities District wide taxes (property rates,
externalities (e.g. Nationwide surcharge on utility bills)
freatment facilities, National indirect taxes
landfill, primary {central govemment or
drainage, artisan local government
training, hygiene transters, donor
promotion}) transfers)
Private sector financing
(Leasing, Concession,
30T)

How much and where from ?
Strategies for delivery of improved sanitation services for informal settlements need fo be founded on a clear
understanding of who pays for what in terms of “software”, capital costs and O&M. Box 4 illustrates a framework
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for cost allocations and financing sources reflecting the distribution of benefits among households, neighborhood
communities, settlements, the city at large and the nation as a whole.

Costs for environmental sanitation programs should not only cover “hardware” but should also take into account
“software” requirements i.e. community mobilisation, training, technical support, hygiens promotion etc. Hygiene
education and sanitation improvement campaigns improve social welfare. The externalities resulting from
hygiene education go beyond the confines of communities, and so there is a strcng case for a larger proportion
of financing for education and related strategies (such as PHAST) to be bome by central governments.

Tables 1 and 2, below, indicate the order of magnitude for investments required and unit costs for sanitation and
water services for developing countries over the next 25 years. The GWP estimates show that investment costs
for sanitation and hygiene improvement will have to increase 17 times, and muricipal waste water treatment 5
times, above current levels.

Table 1: GWP- FFA? Indicatives Annual Investment (US $billions)

Today 2000-2025
Access to drinking water 13 13
Sanitation and Hygiene 1 17
Municipal waste water treatment 14 70
Others: Industrial Effluents, Agric.& Env. 47 80
Total 75 180

Table 2: Average Unit Costs per Person are as follows (US$ per person)

VISION 21 Basic services* GWP-FFA

Urban water | 50 | WS standpipe 50
Household connection 200

Peri-Urban sanitation & 25 Basic pit latrine 25
hygiene Condominial 75
Rural water 15 Potable water 15
Rural sanitation & hygiene 10 Sanitation & hygiene 10

Mobilising additional resources for sanitation may not be easy as a lot of the initial investments will have to be
directed at sensitizing the primary contributors of the resources; governments and commiunities.

Informal and peri-urban settiements make up to 50% of the urban population of many urban cities of developing
countries, therefore, a large proportion of investments have to be mobilised and channeled to these areas.

As an illustration, employing the basic level of services of Vision 21, and assuming a growth rate of 4% for
Kibera, the population of this informal slum will grow, on the average by 25,000 annually. To achieve and
maintain a 60% sanitation services coverage for Kibera requires investment levels of about $6 million annually
over the next ten years. For on-site sanitation systems, $600,000 will be required, annually, towarcls operation
and maintenance management.

Summing up

African countries and their partners have taken up the challenge of improving environmental sanitation in
informal and peri-urban setflements. Related programs are seen as essential components of all poverty
eradication strategies.

The emerging regional experience suggest the following key steps:

® Global Water Partnership (GWP), Towards Water Security: A Framework for Action (FFA). investing
for a Secure Water Future.

4 Wsscc, Vision 21: A shared Vision for Hygiene, Water Supply and Sanitation & A Framework for
Action — Mobilizing External Resources.
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= First, to start with the preparation of country or city level strategies specifically directed at water and
sanitation services for informal settiements. Such strategies will define guiding principles and identify
institutional roles and foster partnerships among trunk institutions (municipalities, utilities), communities and
small scale providers.

= Second, to launch settlement-specific environmental sanitation and local infrastructure programs combining
support to community initiatives, improvement in trunk services and build-up of community capacity for
participation and oversight.

=  The third element would be to develop city-wide frameworks and programs to replicate successful models to
other settlements and to integrate informal settiements in the framework of municipal institutional
arrangements and budget planning.

Qur challenge as water supply and sanitation professionals is to support the move from problem recognition and
pilots to scaled-up long term programs.

RCWSS/2-01/5A.1, institutional Reform for Sanitation Services






WATER SECURITY THROUGH INTEGRATED
WATER RESOURCE MANAGEMENT







Volime lf, Papers & Presentatiolts; Reform of the'Water Supply & Sanltation Sector in Africa., Page 168

FNTEGRATED WATER RESOURCE MANAGEMENT (IWRM),

THE NECESSARY FRAMEWORK FOR: S@STAINABLE SECTOR REFORM
Mark R. Mujwahuzi, University of Dar Es Salaam, Tanzania

1. Introduction

In this presentation, Integrated Water Resource Management is discussed with reference to the urban water
supply and sanitation sub-sector.

2. The Need for Water Supply and Sanitation Sector Reform

It has been observed that Africa is cumrently the region which is urbanizing most rapidly in the world. It is
estimated that “between 1990 and 2025 Africa’s urban population is expected to grow from 150 million to 700
million representing an increase in the percentage of the total population from 30% to 52%".! It has also been
noted that while a greater percentage of the urban population will be found in large cities the bulk of the growth
will be in small informal settlements which are unplanned and consequently unserviced. People housed in these
settiements have very low levels of access to affordable water supply and sanitation services. It is estimated that
only 84% of Africa’s urban population have access to safe water supply and 55% have access to sanitation, with
even smaller percentages having house connections and water borne sanitation.? It is also unfortunate to note
that the above service level estimates are based on design capacity of the existing infrastructures and not on
their actual operating conditions. In reality, it may be found that the service levels are much lower due to either
malfunctioning or poorly functioning of these old, inadequate infrastructures.

The current pathetic water supply and sanitation service situation in urban and especially in the peri-urban areas
is attributed to several factors. First, the rapid urbanization observed in many, if nct all, African countries is
putting heavy stress on the water supply and sanitation infrastructures. The current demand for water and
sanitation services that is partly due to increased urban population and a desire for higher living standards,
exceeds the capacity of the existing installations. Second, old sources of water are inadequate to cope with the
present, let alone, future demands. Third, the unplanned and uncontrolled urban settiements, especially of the
peri-urban areas, make it difficult to develop adequate water supply systems, let alone, sanitation infrastructures.
Consequently, lack of appropriate and adequate sanitation facilities leads to haphazard disposal of untreated or
inadequately treated wastewater thereby causing pollution of both surface and groundwater sources. Fourth, the
deficiency in water supply and sanitation delivery can also be attributed partly to fack of adequate funds needed
to invest in extending services and partly to deficiencies in the management and the operation of existing
facilities. Fifth, in some cases, urban growth has encroached on water sources thereby reducing the sources
capacity and affecting the quality of water from those sources. Sixth, the urban water supply and sanitation
systems being used in African urban areas are appropriate for planned and controlled settlements (which retain
efficient linear corridors) but are, unfortunately not suitable and effective for the current pattern of unplanned
urban settlements. The efficiency of these systems is greatly curtailed by the nature of settlements found in the
peri-urban areas.’

In short, failure of water supply and sariitation utilities to extend services especially to the poor communities that
reside in peri-urban areas can be attributed to legal, financial, technical, managerial, institutional constraints as
well as lack of appropriate policies that address the plight of people in peri-urban areas.

There is obviously a need to take the necessary steps to armest the deteriorating nature of water supply and
sanitation services in urban areas and to reverse the trend. Achievement of this objective will require extensive

WUP 1998, Strengthening Capacity of Water Utilities to deliver Water Supply and Sanitation Services, Environmental
Health and Hygiene Education to Low-Income Urban Communities.

2 Ibid.

3 Peter Newman, 2000, “Sustainable urban water systems — Steps towards a new approach” in Water Security for the 21%
Century — Innovative Approaches, Abstracts, Stockholm Water Symposium
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reforms to be carried out in the water supply and sanitation sector. To begin with, the required reforms will have
to take place in the following areas:

Institutional Reforms

Judging from the current situation of water supply and sanitation services, it is obvious that the existing
institutional arrangements have not been very successful in delivering the expected services. There is need to
effect institutional developments which will be able to respond to the needs of specific areas by taking into
consideration a whole range of factors such as the political structure, the unity of the resource in a basin or
aquifer, the communities to be served together with their needs, interests, customs and practices.

Community Participation

Water being a resource that affects everybody, it is only logical that every stakeholder should have a say in how
it is managed. Consequently, stakeholder participation is essential for effective management of the resource.
Participation of stakeholders can take place in different forms. Participation can involve communities coming
together and making decisions on what type of service levels they want and can manage. Participation can also
be through democratically elected representatives, etc. What is important is that the management system chosen
should reflect the views and wishes of the target groups.

Legal reforms

- The current thinking in water resource management favors increased community participation as well as private

. sector participation. There are situations where public private participation appears to be the best solution to
water resource management. However, the existing legislation in some countries is not suitable for these types of
developments. Public utilities and/or govemment agencies are still legally recognized as the sole organizations or
institutions responsible for the delivery of water and sanitation services. It is also common to find sectorally
oriented laws that are contradictory or inconsistent on some aspects of water resource usage.* There is therefore
a need to revise water laws to reflect the current thinking on water resource management.

Financial Reforms

Failures by water supply and sanitation utilities to deliver adequate services are often blamed on lack of sufficient
resources especially funds. Shortage of funds can partly be attributed to misguided perception of water as a free
good to which everybody is entitled to free of charge. This is not a perception restricted to consumers.
Previously, some African governments thought that their citizens were entitled to access to free water services.
Consequently, legislation or directives were issued which did not require consumers to pay for water.
Consequently water allocation did not reflect its limited nature and at times, it was allocated to low-value uses. In
the current situation when we recognize that water resource is limited and there is competition for this scarce
resource, there is need to recognize the full value of the resource and to price it accordingly.

The nature of the reforms that are being proposed suggest that these cannot be done sectorally. Due to their
interrelationships, the proposed reforms have to be effected in an integrated manner if any tangible results are to
be achieved. It is for this reason that an integrated approach in water resource management is preferred to
sectoral approach. What is this integrated approach?

4 Global Water Partnership, 2000. “Integrated Water Resource Management” Technical Advisory Committee (TAC)
BACKGROUND PAPERS No.4.
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3. Integrated Water Resource Management

Although the words Integrated Water Resource Management (IWRM) are widely used these days when
discussing the management and development of the resource, there is no explicit definition of IWRM. In spite of
lack of a universally accepted definition of IWRM, there are certain agreed principles that go a long way in
describing what IWRM is or what it entails. Based on these principles different institutions dealing with water
resources have developed their definitions of IWRM which in essence do not depart very much from each other.
Using these principles IWRM can be defined as:

A dynamic process of devising and promoting alternative and coordinated sequences of development and
management interventions in water, land and related resources, and selecting the sequences or activities that
will optimize the achievement of economic and social well being of all stakeholders in an equitable manner and at
the same time ensuring the sustainability of the ecosystem.

The key word and central theme in the above definition is integration. It requires integration to involve
interaction between human and natural systems. It is important to consider the interaction with the human
systems because it is through these systems that water resource use is determined with the consequent impacts
on quality and sometimes quantity. It is equally important to examine the interaction with natural systems
because it is the natural systems, through the hydrological cycle that determine resource availability and quality.

4 Integrated Water Resource Management and the proposed WSS Sector Reforms

In this section, an attempt will be made to show why the integrated approach is a necessary framework for
sustainable sector reform taking cognizance of the inherent interrelationships and interactions between the
human and natural systems.

Institutional reforms

The objectives of institutional reforms being proposed is to improve the delivery of water supply so that all the
intended targets can get easy access to reliable sources of adequate water of good quality and can at the same
time be provided with satisfactory sanitation services. These reforms aim at formulating policies, allocating
financial resources and eventually facilitating the development of efficient water supply and sanitation
management bodies. However, the expected outcome of these reforms would not be sustainable, if attention
were not paid, at the same time, to the natural systems. For example, the physical availability or non-availability
of the resource would greatly affect the performance of the institutions. Consequently, an understanding of the
physical endowment of the resource is equally important as the creation of the management units. it should also
be noted that decisions and actions of the institutions would also impact on the availability of the resource both in
quantity and in quality. For instance, plans for increased water supply for domestic and industrial use would have
to be formulated taking into consideration the impact they may have on the quality of surface and groundwater
resources or other wastewater receiving bodies.

Because of the sectoral approach being used in water resource management, it is common to find two or more
institutions from different sectors dealing with the same issues of water supply and sanitation. In carrying out the
reforms, it will be necessary to avoid duplication by interacting with other sectors that may be invcived with the
same issues.

Legal reforms

The fact that water is a key determinant of the character and health of all ecosystems and all economic and
social activities, reform of water laws cannot be done in isolation of other laws governing the development, use
and management of other resources. For example, land use development, agriculture, forestry development,
livestock keeping, fisheries, etc. all depend on water and also affect water resources both in quantity and quality.
Effective legislation for sustainable management of water resources demand an integrated approach that would
look at and reconcile the water demands of all interrelated sectors. Otherwise, the resuit would be a collection of
conflicting and contradicting legislation.

RCWSS/2-01/5B.1, Watér security through intstrated waler resource management
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Stakeholder Participation

There is universal recognition that stakeholder participation in planning and managing water resources is
essential in achieving a balanced and sustainable utilisation of water. Water is required for many uses and
stakeholders have different and sometimes conflicting uses. To achieve harmony in water use requires
recognition of the existence of these uses and developing tools for equitable utilisation of the resource. Thus,
there should be interaction among stakeholders. Integration of various sectoral views and interests in decision
making is the key to successful water resource management.

Financial reforms

The financial reforms being proposed have their foundation in the principle that looks at water as an economic
good with an economic value. Pursuance of this principle leads to concepts of full cost recovery for all water uses
and raises the question of how this goal of full cost recovery would affect poor people’'s access to water.
Furthermore, the principle of water as an economic good with its logical goal of full cost recovery seems to
contradict another principle that recognizes water as a social good.

It is an indisputable reality that for water utilities and water management agencies to be effective and
sustainable, they need to have adequate resources which they can raise sustainably from the water users. It is
suggested that, as a minimum, water utilities should recover full supply costs®. The question that remains
unanswered is: would water users who cannot afford to meet even these minimum costs be denied access to
water services? These and many other similar questions show the importance of an integrated approach that
would consider social needs together with financial requirements for sustainability purposes.

Conclusion

In effecting sector reforms it is necessary to have a holistic approach which recognises the need to interact with
other sectors which, in their operations, depend on water resources and which in the process have impact on it.
Therefore, reforms should neither be conceived nor implemented in isolation of other relevant sectors.

5 Global Water Partnership, 2000. “Integrated Water Resource Management” Technical Advisory Committee (TAC)
BACKGROUND PAPERS No.4. p. 2]
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MANA’;GE’MENT POLICY OF THE ~FRchN BEVELCPMENT BANK
By Feféra Woudeneh, Principal Witer Resources Management Officer.

This summary is prepared for the sole purpose of presentation on the Regional Conference on the Reform of the
Water Supply and Sanitation Sector in Africa. For authoritative, use reference has to be made to the bank

group’s policy for integrated water resources management approved in March 2000.

(see list of abbreviations and glossary at the end of this summary)
Introduction

1.1 BACKGROUND

1.1.1 Water plays a crucial role in the economic development of African countries, and in sustaining the natural
ecosystems. In Africa, water scarcity, weak policy environment, insufficient knowledge and information, and
inadequate institutional capacity and investment are considered as the main factors for the underdevelopment of
the of water resources potential of the continent. International concerns about water resources management
have led to the global consensus on the need to adopt a new approach to managing water resources. The new
agenda calls for a comprehensive water resources management framework that integrates social, economic and
environmental considerations. In view of these important changes, the Bank Group has reviewed its activities in
the field of water resources management and developed this Integrated Water Resources Management (IWRM)
Policy.

1.1.2 The IWRM policy rests on the principles that water should be treated as an economic, social and
environmental good, and policies and options that guide water resources management should be analyzed within
a comprehensive framework. Its central objective is to promote efficient, equitable, and sustainable development
through integrated water resources management in Africa. In line with these policy principles and objective,
strategies covering the economic, social, and environmental spheres of influence, and the technical and
institutional framework have been formulated.

1.1.3 The Bank's mission is to contribute to the economic development and social progress of its regional
members with an overarching objective of poverty alleviation. It is self-evident that water issues have
considerable relevance for improving and sustaining living standards and human welfare. Over the period 1968-
1999, an amount of US § 4.63 billion or about 13.3% of the total loan commitments per year have been provided
to t finance a total of 330 projects. The majority of the loans (62%) have been provided for water supply and
sanitation, 26% for irrigation, and 12% for hydropower projects.

1.1.4 Bank-supported investments in the water sector, have suffered operational, social, economic, and
environmental problems. The main causes for the poor performance have been inadequate planning within an
integrated framework; weak institutional and legislative setup, lack of proper technology choice and development
poor cost-recovery; inadequately motivated personnel, and insufficient stakeholder participation.

1.1.5 In the context of its strategic approach, and considering the circumstances of the RMCs, the Bank would
play a major role in the water sector in the region. The water sector, due to its linkages with water supply,
sanitation, agriculture and irrgation, energy, health and education is regarded as a major mstrumelnt in the fight
against poverty in the region which is the over-arching objective of Bank operations.

1.2 EXISTING SITUATION

1.21 The great variability of rainfall and evaporation over Africa presents a significant problem fcr sustainable
management of water resources. Inter-temporal regional and climatic variations, giving rise to alternative periods
of floods and drought, will continue to cause uncertainties. The Region's water resources will come under
pressure from increased demand created by rapid population growth. Fourteen African counties are experiencing

ROWSS/2:01/58:2, Water security through infegrafed water resoiirce management
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water stress or water scarcity and this figure is expected to increase to twenty-five by year 2025, partly due to the
high population growth rate experienced by African countries.

1.2.2 In general, about 65% of the rural population and 25% of the urban population lack access to safe
drinking water while 73 % of the rural and 43 % of urban population are without access to adequate sanitation. Of
an estimated 185 million hectares of arable land, only 12 million hectares are under imigation The total area
currently under irrigation constitutes just about one-fourth of the potential irmigable arable land, of about 45 million
hectares. Only about 4% of the energy demand is covered by hydropower. The small-scale hydropower potential
particularly for rural energy supply is hardly exploited. The potential of other water uses such as tourism, fishing
and transportation are hardly developed.

1.2.3 There are 55 major watercourses and lakes, which cross or constitute international borders and shared by
the majority of RMCs. The water resources of many intemationally shared river basins are subject to inter-
country competing demands for various purposes. The equitable sharing of common resources between riparian
nations is an important issue in Africa.

CONCEPT AND OBJECTIVES
2.1 CONCEPTUAL FRAMEWORK AND VISION CONTEXT

The technical infrastructure and institutional framework provide the enabling facilities for water resources
management. The balancing of the three basic needs —social, environmentai and economic-has a crucial
bearing on the management of water resources. The needs interact in a symbiotic and dynamic relationship.
Water resources management should be performed within a framework, which balances these inter-related
needs.

IWRM

institutional technical
framework infrastructure

social

l

2.1.2 The Bank has defined its vision to be the leading development institution in Africa dedicated to providing
quality assistance to RMCs' development effort. The IWRM Policy will function as an important instrument for the
fulfillment of the Vision by enabling the sustainable development of water resources for the purpose of attaining
the main objective of poverty reduction directly, and also through its congruence with other sub-sectoral and
cross-cutting themes of the Vision.

BASIC NEEDS

2.1.3 The use of water resources for household consumption, agricuitural production, and energy, fulfils critical
dimensions of basic human needs for survival and food security. The Policy advocates minimal prices for lifeline
water supplies, to enable the poor to have access to water services. Projects in the water sector would be
reviewed for their impact to ensure linkages between water resources development and basic and community
development programmes. Concerns for environmental sustainability are given priority attention in the Policy.
Regional co-operation and integration are encouraged for the proper management of transboundary water
resources.
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2.2 BASIC PRINCIPLES AND OBJECTIVE

2.2.1 The Bank Policy on integrated management of water resources has two basic principles and one central
objective as follows:

The basic principles are that water should be treated as an economic, social and environmental good, and; policies and options that guide
water resources management should be analyzed within an integrated framework. Its centra! objactive is to promote efficient, equitable,
and sustainable development through integrated water resources management.

2.2.2 These basic principles and the central objective of the policy should guide the development, utilization
and allocation of water resources in RMCs taking into consideration the increasing scarcity and competition
between different water uses. Water use from surface and underground sources will be managed in an
integrated and holistic way under the most appropriate technical infrastructure and institutional framework. Cost
recovery measures will be implemented to facilitate increased private participation without jeopardizing access by
the poor. Environmental sustainability and gender sensitivity will be ensured in all aspects of water development
and management.

2.2.3 This policy document will provides a framework of reference for Bank Group staff throughout the project
cycle for water-related projects and programmes in the regional member countries. It aims to etinulate Regional
Member Countries to initiate and formulate national policies on integrated water resources management. It
provides the basis for co-ordination of integrated water resources operations with bilateral, multilateral and non-
governmental organizations. The implementation of the IWRM policy will strengthen the role of the Bank Group in
national, regional and sub-regional programmes for public health, poverty reduction and environmental protection
from the perspective of water security.

INTEGRATED WATER RESOURCES MANAGEMENT POLICY

In accordance with the policy principles and to attain the stated objective, a number of strategies have been
elaborated. These strategies apply to or stem from the economic, social, and environmental spheres of influence,
or to the technical infrastructure and institutional framework.

3.1 INSTITUTIONAL STRATEGIES

3.1.1 National water policies: National policies are fundamental as they provide the framework for legislation,
strategic planning and operational management. The development and updating of national water policies based
on IWRM principles is of critical importance and should be high on the agenda of each government

3.1.2 Legislation and regulatory framework: Water legislation is at very early stage: of developmrient in Africa.
Stakeholders should have a consensus on the legitimacy of decisions and actions of the institutions regulating
different aspects of water resources management. Institutions should be representative with clear legal and
social basis, and should be fair. Legislation should be based on the “the polluter pays” principles.

3.1.3 Scale of management. Water resources management issues are handled at international, regional,
national to household level involving multi-sectoral use. The river basins provide a parallel management level,
with potential management conflicts between the national and basin levels.. Autonomous institutions with
responsibility for sector co-ordination and overall water resources management, are required distinct from
institutions concemned with specific water sub-sectors. Implementation of the integrated approach involves the
large number of institutions, the financial requirements are high, and long time horizon is needed to achieve
success.

3.1.4 Trans-boundary river basin Management: The Bank will support multinational organisations and river
basin authorities that span more than one country, and support studies to identify the benefits of collaborative
approaches in developing intermational shared water resources on the basis of mutual agreement. The Bank
would seek for the co-operation of all riparian countries in respect of project or pragram proposals from one
country, which involves the utilisation of shared water resources.

3.1.5 Decentralisation: Responsibilities for management of water resaurces can be transferred to restructured
and empowered public agencies, private agencies or water users associations with effective, autonomous and
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accountable set-up. Regulations govemning quality standards, pricing, and mechanisms to promote competition
and protect consumer interests, control pollution and protect aquatic ecosystems should be put in place.

3.1.6 Water users associations in irrigation: This form of decentralisation helps to promote project success
and sustainability, by ensuring that design choices and operational practices are consistent with local conditions.
Projects involving user participation are more valued and maintained by the local population ensuring sustainable
production than projects that do not incorporate user participation.

3.1.7 Accountability: Accountable agencies are responsible for the quantity and quality of their services, for
the cost of operations and investments, and for effective policies and strategies. Public agencies that are not
required to cover their costs are often poorly motivated to provide good services, collect fees, or pursue cost-
efficiency. Ensuring that public sector institutions in the water sector are motivated and accountable can solve
this problem.

3.1.8 Autonomy: An important principle in restructuring public service agencies is to convert them into
financially autonomous entities, with authority to charge and collect fees, and freedom to manage their affairs.
Capacity to self-finance is an essential precondition for financial autonomy, accountability and political
independence. The RMCs should develop competent regulatory capacities to protect the public and consumer
interest against monopolistic tendencies of autonomous agencies and utility companies. Governments should
play an important role in fostering user participation by providing technical training for water user associations
and communities or institutional organizers. The Bank is committed to support governments in this process.

31.9 Governance: Governments should promote good govemance through the institutionalizatio of financial
and administrative accountability, transparency and faimess; ensuring effective participation aiid inclusiveness in
govemance at all levels, allowing the systems of checks and balances to function weti; providing for independent
audit systems for the public sector etc. Achieving success in the area of good governance is an imp_ortant
ingredient in the effective functioning of institutions, attracting domestic and foreign investment, achieving
sustainability and generally in the fructification of efforts made in other areas of water resources management.
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3.1.10 Box 1 below delineates policy statements, which provide a framework for Bank intervention on
institutional issues.

Box 1: Policy statements on Institutional Issues

Bank :

Considers it essential that national Integrated Water Resources Management Policies (IWRMPs) be developed and
implemented.

Will use the Country Strategy Papers as a basis for dialogue with RMCs to encourage the develcpment and implementation of
such policies.

Will, in future water projects give financing priority to those projects that comply with national policies that are based on the
concept of IWRM.

Will support, where possible, countries that wish to develop their national IWRM Policies. A limited amount of financial support
from the Technical Assistance Fund (TAF) may be used for such purposes.

Notes that water resources development, regulation, and service provision are three distinct functions. Ideally, these functions
should be executed by separate organizations. Umbrella organizations should be mandated to exercise responsibilities for integrated
water resources management at the national or basin level. Water services utilities should provide services to consurners at a fee,
subject to regulation. Water resources managemeni organizations should preferably cover the area of a river basin unit on a scale,
which is administratively feasible.

Recognizes that inadequate human resources capacity often presents a constraint in the proper functioning of organizations in
the water sector. The Bank, therefore, will strengthen its partnership with specialized institutions to promote activities such as training
and research.

Will promote and support joint efforts of riparian countries in developing strategies for integrated water resources management
based on mutual agreement.

Will support multinational organizations and river basin authorities that span more than one country.

Will seek broad agreement with riparian countries in respect-of project proposals emanating from one couniry, for the
development of shared water resources.

Urges RMC govemments to review and sharpen their role in the management of water resources, in order to create an enabling
environment for more effective public-private partnerships (PPPs) in the water sector, including the participation of users and
community associations, local councils, NGOs, private sector entrepreneurs, and capital markets. Institutional arrangements to
guarantee autonomy and accountability as well as to protect service providers need to be carefully thought out, discussed, and
evaluated. Sharing of experiences and best practices among African countries and from countries in other regions of the world should
prove immensely useful in this regard. Promoting good governance is also an important aspect of an enabling environment.

3.2 TECHNICAL STRATEGIES

3.2.1 Better knowledge of the water resources: Strategic planning depends upon knowledge of the
occurrence and distribution of water and natural and physical factors while kriowledge on water consumption,
pollution, and household demand pattems are essential for operation. Knowledge is gained through sustained
and systematic programmes of data and information gathering, analysis, synthesis and research on the range of
issues pertinent to water resources, the environment and social welfare. Building database, and making it
accessible to users would level the playing field among stakeholders, and advance technical knowledge and
decision-making at regional level for shared water resources. Programmes to increase the knowledge capacity
and generate information for water resources management should be high on the agenda.

3.2.2 Appropriate technologies: Water management technologies should be accessible, socially acceptable,
and be easily operated and maintained. Existing traditional technologies and practices should be evaluated,
adopted or adapted. Appropriate technology does not exclude the utilization of sophisticated technologies,
provided that sufficient attention is paid to cost effectiveness and maintenance. This will be one of the appraisal
criteria in each Bank-supported project.

3.2.3 Meeting Water Supply Scarcity: Implementation of technical measures will be required to meet
increased future water demand against the background of increasing scarcity and uneven distribution. These will
include construction of dams for water conservation, transfer of water from surplus areas to deficient areas and
increasing water use efficiency. Other innovative approaches such as water harvesting, land management,
increased water recycling and reclamation through desalinization should be applied as appropriate.

3.2.4 Flood and Drought Mitigation Measures : Flood mitigation measures such as catchment conservation,
creation of storage- facilities to attenuate extreme events, river training and regulation, and flood plain
management will be required. Water conservation through storage creation and replenishment of underground
aquifers should be considered for use in drought conditions.

RCWSS/2-01/38:2, Water security through intégrated water resource management



Volurtie i, Papers &iPresentitions, Reform of the Water Supply & Sanitation Sector in Africa., Page 177

3.2.5 InBox 2 below, policy statements on technical issues are summarized.

Box 2: Policy Statements on Technical Issues

Bank will

- Stress, in the course of its interventions, the importance of water resources quantity and quality assessment and monitoring
and collection of data on other natural, environmental, economic, social and technical factors necessary for water resources
development and management. The Bank would therefore promote the development of adequate data management and
water information systems, as a basis for sustainable development and management of water resources. The establishment
of Early Warning Systems for drought and flood control would be encouraged.

- Projects, whose objective is to establish sustainable water assessment and monitoring programs, should be established, as
much as possible, based on cost-recovery.

- Encourage RMCs to give a high priority (i.e. through skilled human resource development, and sustained financing of data
and information systems, and research) to the development of capacity to generate and continuously update their knowledge
of water resources issues.

- Will promote and support water conservation and augmentation projects that are aimed at addressing water scarcity problems
through increased water productivity and supply development.

- Will support the planning and implementation of structural and nonstruclural flood and drought mitigation measures in the
framework of IWRM approach.

- Encourage the application of appropriate technologies, which would enhance water availability and supply, particularly
efficiency in water use in agriculture and irrigation, improve leakage control and detection and enhznce water reclamation and
recycling.

- Encourage the adoption of technologies, which would enhance efficiency, particularly efficiency in water use in agriculture and
irigation, and improve leakage control and detection.

- Ensure that rehabilitation is giving priority, where applicable, in project appraisal, as an aiternative to costly rew capital
expenditures.

3.3 ECONOMIC STRATEGIES

3.3.1 Pricing : Getting the prices right is at the core of improving water resources management. Within the
process of establishing appropriate fees and fee-structures, economic, environmental, financial and social
considerations play a crucial role. Prices should be set to give incentives for efficient water use in various
applications, and to supply water at adequate rates and quality levels.

= Economic considerations : Treating water as an economic good recognizes that water carries an
opportunity cost. Welfare is maximized when prices are equal to long-term marginal cost of production
including the opportunity cost of the underlying water resources. In this situation, economic or allocative
efficiency is achieved.

= Environmental considerations : Treating water as an economic good should include the “polluter pays”
principle. The Bank will promote the incorporation of environmental costs in water fees through the effective
implementation of this principle.

= Financial considerations : The costs of water resources management are high, and investments will need
to be based on improved cost recovery. The Bank recognizes economic efficiency would be achieved by
billing users based on the full economic cost of water. However, a more realistic and immediate objective is
to charge users at the price for the recovery of financial costs. Government subsidies, should be determined
taking into account cost recovery frorm consumers through direct charges.

= Public and Private Partnerships : Private sector participation can be an effective way of mobilizing
investment and increasing the autonomy and accountability of service providers. Options for private sector
participation, include service contracts, management contracts, lease, concessions, build-operate-transfer ,
build-operate-own , and divestiture. The choice for an option should follow a carefully designed and
consultative process involving all stakeholders.

» Social considerations : Subsidies on drinking water for the poor could be applied on progressive block
tariff schedules basis, in which a floor price is charged for a limited lifeline amount of water, while a higher
price is levied on additional quantities. Progressive price structure serves to restrain excess consumption
and to encourage frugality and conservation. On aggregate, however, the tariff structure should achieve full
cost recovery to ensure financial sustainability without relying on budgetary subsidies

RCWSS/2-01/5B.2, Water security through intégrated waler resource management




Volumse ll;-Papers & Prasentations, Reform of the Watir Supply & Sanitation Sectorin-Africa., Page 178

= Transfer pricing: Transfer pricing between urban and rural water supply could be applied for raw water
obtained from shared basins. A levy could be charged on urban water consumers to finance part of the
capital investment for the development of rural water supply and sanitation systems. The same principle
could be applied for hydropower development and supply of electric energy to low income groups in urban
and rural areas. Transfer pricing could also be used as an instrument for the equitable allocation of water
resources among countries sharing common basins subject to agreements among riparian states.

= Non-price measures to improve efficiency: In some countries, implementing water price reforms poses a
number of difficulties arising from political pressure to resist paying for water to lack of technical and
managenal capacity to assess and enforce charges. Non-price measures such as transferring management
responsibilities to user groups or promoting the development of water rights and local water markets can be
used to encourage consumers to use water more efficiently. These approaches can be successful where
user groups have been involved in policy formulation and impiementation.

3.3.2 Demand management and conservation : Demand management and water conservation are low cost
alternatives to supply augmentation. Where water is scarce and locked-up in low-value uses, the Bank will
encourage RMCs to investigate market-based reallocation of water as a strategic alternative for expensive
supply augmentation. The Bank will support programmes aimed at reduction of system losses and improvement
of efficiency. The Bank is aware that, in many RMCs, installed capacities have remained static or decreased
due to lack of maintenance. Where required, the Bank will support augmentation of installed capacity and
development of new systems to meet increasing demands.

3.3.3 Scope for Private Participation: The promotion of private sector participation requires an enabling
environment, including a favorable framework of incentives and regulations along with building entrepreneurial
capacity. The Bank will support RMCs in establishing conditions for promoting private sector participation and
work in partnership with private players to promote development financing on a commercial basis. The transition
from public to private provision of services, will take time, considerable imaginaticn, flexibility, and policy dialogue
among stakeholders in view of lack of investment, long payback period, low service prices and low payment
capacity due to high incidence of poverty.

3.3.4 The private sector in irrigation: Private small or medium-scale irrigation schemes tend to cost less due
to the use of local labor and resources in construction, and the contribution of local beneficiaries fo operations
and maintenance. Large-scale irrigation schemes can be jointly implemented with the private sector by sharing
the investment cost with the public sector. RMCs should promote the development of private irrigation schemes
by creating favorable legal, financial, economic and institutional conditions. The Bank will support RMCs
programmes for the development of small and medium-scale irrigation schemes, as an integral component of
rural development. Assistance will be provided to resolve the problems and constraints of large public schemes
at policy, managerial, or operational levels. The Bank will consider providing technical assistance funds to
support investigation of approaches to restructure large-scale schemes including increased participation of water
user associations. The Bank will also consider, providing financial support towards the rehabilitation of existing
irrigation infrastructure as a necessary precondition to successful restructuring.

3.3.5 Taking into consideration all the issues raised and the strategies outlined, Box 3 encapsulates the main
elements of the Policy with respect to economic issues.
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Box 3: Policy Staternent on Economic Issues

- Inthe context of increasing water scarcity, economic cost pricing, including recognition of opportunity cost should be used as
a basis for water allocation decisions.

- Ultimately, the aim of water pricing should be economic cost recovery, taking into account social equity and capzcity to pay
by the rural and urban poor. Initially, however, RMCs should target the recovery of full financial costs.

- The principle of ‘the polluter pays” is crucial in protecting freshwater resources from poliution and degradation. Its
implementation will ensure that consumers and other water users are made aware of the costs of maintaining water
resources at a minimum quality level, commensurate with the continued integrity of natural aquatiz ecosystems or the safety
of surface and ground water resources for human consumption. The Bank will provide support to RMCs in formulating
policies, legal instruments and institutional arrangements to monitor and implernent this principle.

- The Bank will support RMCs' strategies to develop appropriate water pricing policies. In order to balance the interests of
different consumer groups, the general public, and service providers (whether public or private) RMCs need to put in place
competent regulatory capacities.

- Due consideration should be given to demand management and conservation as important altematives to costly supply
capacity augmentation in certain situations. In this context, pricing is also a demand management tool, which encourages
efficient utilization of water and minimizes wastage, promotes sustainability, conservation and protection of water resources.

- The Bank will promote public-private partnerships, by: helping to create an enabling environment; ensuring the application of
goed governance; promoting regional co-operation and facilitating the acquisition and exchange of knowledge and
experience in such partnerships.

- The Bank will facilitate the participation of the private sector and Water User Associations in the water sector of RMCs. The
Bank will also be an active partner in finding ways to alleviate the social impacts (e.g. unemployment, increased prices) that
are likely to accompany increased private sector participation.

- The Bank will support the sustainable development of small, medium and —large scale irrigation schemes, where applicable.

3.4  SOCIAL STRATEGIES

3.41 The social dimension; As water is a social good, all dimensions of water resources management should
be analyzed from the social perspective to elucidate social issues critical for achieving IWRM.. Scocial analysis
and identification of issues at the onset of projects will enable the incorporation of appropriate responses for
mitigating negative impacts and maximizing benefits. Thus, it is necessary to undertake social impact
assessment in integrated water resources management projects.

3.4.2 Population pressure and urbanisation: Fresh water resources are scarce and finite. The social aspect
of sustainability of water resources deals with the capacity to manage population growth to achieve stability in
water demand. In most RMCs, the key strategies used are to lower growth rates, and ensure balanced spatial
distribution. In the urban areas, recognition should be given to informal settlements and slums, to provide basic
water supply and sanitation. RMCs should make a long-term commitment to developing rural and marginal areas
to reduce current rapid urbanization. A comprehensive analysis of the linkages of water resources and human
settlement also calis for an examination of the system of land ownership and land use patterns in rural and urban

areas.

3.4.3 Health and education : Education for creating awareness and change of attitude on sustainable
management of water resources is a key element to health improvement. Health and education programs
targeted at improving the operation of domestic water facilities, hygiene in the home, and the proper storage and
use of water supplies should be encouraged. The preventive and control measures of water related disease
should be taken as integral parts of water resources management practices based on heaith impact assessment
(HIA) of projects. Such programs need to be flexible, participatory, and sensitive to complex social and cultural
norms and perceptions.

3.44 Involuntary resettlement: The Bank's policy is to minimize involuntary resettlement and its negative
impacts associated with projects. To achieve this objective, an environmental impact assessment (EIA) is
conducted in compliance with the Bank's environmental policy. However, resettlement cannot always be
completely avoided. In such a case, the EIA should always indicate the adverse effects of a project on the socio-
economic environment with adequate mitigation measures. Minimum facilities should be provided for resettled
people as an integral part of the project cost. Resettlement programmes should be carried out with the full

participation of the target populations.
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3.45 Gender: Gender equity implies the effective participation of women in all decision-making processes in
water resources management. The Bank will support water resources projects and policies that give due
recognition to the role of women, as custodians of domestic water consumption and, as agricultural and food
producers, who have interests in irrigation; improve women’s access to and control over production factors,
services and infrastructure facilities; reduce the domestic workload of women:; create opportunities for women to
improve their knowledge and capacities; seek women's active participation in decision-making at dorestic, local,
national and international levels; and strengthen women's organizations.

3.4.6 Participation: A demand-responsive approach is participatory and key to the successful development of
water resources. Projects and programmes that are built on a demand-responsive approach tend to be more
successful and have better prospects for sustainability than those which are supply-driven. As stakeholders,
modem civil organizations should be taken on board, supported and empowered to enable them to participate
significantly in water resources management. Cultural and traditional values should be studied to provide a basis
for designing an effective information, communication and education programme to despen community
understanding of sustainable utilization and management of water resources.

3.4.7 Taking into consideration all the issues raised, the main policy elements with respect to social issues are
outlined in Box 4.

Box 4: Policy Statements on Social Issues

- Asasocial good, there is a universal right to water and it should be made available to all at an affordable cost.

- Gender issues should be taken into account in integrated water resources management. The Bank will strongly support,
water resources development projects which show good prospects of reducing the time spent by women and girls in fetching
and storing water.

- The Bank will bring up issues on Core Labor Standards in the process of discussions with RMCs, and appraise programmes
and projects in the water sector to ensure that they are in conformity with established criteria on labor.

- Where involved, the Bank will ensure that stakeholders are effective participants in all decision-making process likely to
affect them. Their willingness and capacity to pay for water resources development should be sought and not just assumed.

- The Bank will ensure that control and prevention measures of water related disease are integrated as part of the water
management practices control and prevention measures based on proper health impact assessment and through effective
stakeholder participation.

3.5 ENVIRONMENTAL STRATEGIES

3.5.1 Environmental linkage: The Bank encourages its RMCs to make environmental considerations an
integral part of water resources management. Important environmental issues should be identified early in the
project cycle. There is a close correlation between environmental degradation of water resources and poverty.
Policies such as the provision of interest free loans for the mitigation of environmental degradation and poverty
should be explored. Integrated water resources management is an effective mechanism for abating water-related
health and environmental problems and for enhancing existing water resources conditicns.

3.5.2 Conservation of the resource base : The environment should be regarded as a ‘water reserve' rather
than as a water “user”. Sustaining the water resource base is essential for maintaining water security and
environmental sustainability. In general, regional co-operation is required for conservation of the resource base,
as Africa’'s water resources are predominantly transboundary. Including environment in the “water reserve”
guarantees adequate environmental flows for the ecological functions of nver and wetland systems.

3.5.3 Improving water supply, sanitation and health : Strategies to abate waste and wastewater pollution,
and protect water sources include; improving waste collection, establishment of environmentally proper waste
disposal, and the construction of sufficient municipal and industrial wastewater treatment plants.

3.5.4 Protection of catchment areas and erosion control: An integrated approach to water resources
management is also a prerequisite to combating land degradation, floods, and diministied water retention of river
basins, as a result of unsustainable land use practices. Watershed management must bie developed to cover all
major river basins. An essential aspect of this strategy is the involvement of rural communities who are true
stewards of watersheds.
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3.5.5 Sustaining bio-diversity :. Adequately managed forests play a major role in water conservation and
water resources management. The tidal and fresh water marshes and the coastal lagocns and estuaries are of
vital importance for many species as breeding grounds and staging areas in their migration routes. If an EIA
shows adverse effects of proposed projects on biological diversity, sufficient mitigation measures should be
formulated and implemented to compensate the negative impacts. The Bank would seek to play an active role in
facilitating the access of RMCs to the grants from the Global Environmental Facility (GEF) in respect of projects
and programmes in the areas of bio-diversity, land degradation, desertification and shared waters.

3.5.6 Environmentally sound construction of dams and reservoirs : Dams will be required for water
conservation and will play a vital role in providing water for domestic and industrial supply, irgation, power

~ generation and contribute to flood and drought mitigation. Feasibility studies and environmental impact
assessment should indicate whether dam and reservoir construction would be economically, environmentally and
socially feasible and acceptable, and whether mitigation measures could compensate for the damage. With dam
projects, adequate mitigation measures should be designed and implemented to compensate for physical,
biological and socio-economic adverse impacts.

3.5.7 Sustaining the marine and coastal environment: Coastal ecosystems are not demarcated by physical
boundaries, but form one system along the coast of vanous countries. There is a need for coastal zone
management policies, providing a balance between the exploitation of natural resources, the conservation of
these sources, the preservation of the environment and the promotion of human well being. Another important
area is the protection of coastal aquifers from over-abstraction and saline intrusion.

3.5.8 Combating drought and desertification: IWRM and land use planning at sub-regional or international
level, are essential tools for sustainable development in arid and semi-arid regions. The International Convention
on Drought and Desertification {ICDD) encourages countries to give due priority to activities that would combat
desertification. The Bank supports this priority and will seek to increase its involvement in providing support for its
implementation. '

3.5.9 Solid waste management : Analogous with the necessity for treating wastewater, it is equally important
to protect surface and groundwater from the detrimental effects of solid waste. Solid waste dumpsites must be
located and controlled in such a way that risks for human health is eliminated. The Bank urges countries to
incorporate policy on the relation between solid waste management into national IWRMPs, and actions into the
National Environmental Action Plans.

3.5.10 National Environmental Action Plans : National Environmental Action Plans (NEAPs) and similar
national frameworks for sustainable development have been formulated by many countries, but impiemented by
only a few. The NEAPs generally promote an integrated approach and could serve as important tools for IWRM
and donor collaboration. The Bank highly favors such cross-linkages.

3.5.11 Taking into consideration ail the issues raised, the main policy elements with respect to environmental
issues are outlined in Box 5.
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Box 5: Policy Statements on Environmental Issues

Water is an environmental good with three major dimensions: (1) it is required by all living creatures and it is vital for
the survival of ecosystems; (2) as part of the natural environment, it is an asset with aesthetic values; (3) it is an
essential component in the positional transfer of matter and energy. Although these environmental dimensions cannot
always be assessed in monetary terms, they should be evaluated through the decision-making process.

The Bank will only finance water related projects for which adequate environmental impact assessment have been
conducted, and where the costs of necessary mitigation measures have been incorporated into the: overall project
costs.

The Bank will promote the treatment of domestic and industrial wastewater as essential to the environment in general
and health in particular. In general, the level of capital investment in sanitation and treatment facilities is relatively low
compared to that of water supply facilities. The Bank will only finance water supply projects, for which the sanitation
and wastewater aspects are adequately covered, if applicable. This means that either treatment facilities have to be
installed in parallel, or it must be shown that the self-purification capacity of the water system is sufficient to handle the
wastewater effluent.

The Bank will also promote the reuse of treated wastewater for suitable irrigation and industrial activities, as a means of
water conservation.

The Bank will support the sustainable development of coastal environments and internationally coordinated
environmental protection policies, in which the global solidarity principle is included (i.e. countries have a common
responsibility for not polluting shared coastal environments). In this context, the Bank will assist RMCs to have access
to grants from GEF.

The Bank supports the envisaged activities set out by the Convention on Drought and Desertification and will seek to
increase its involvement in providing support for the implementation of these activities.

The Bank urges countries to incorporate policy on management of solid waste management into national IWRMPs and
the National Environmental Action Plans.

The Bank highly favors the establishment of cross-linkages between National Environmental Action Plans and
Integrated Water Resources Management.

The Bank wilt promote the introduction of clean technologies to reduce industrial waste emissions.

4. Implications for Bank Group water operations

44 PRIORITIES
41.1 In view of the present status of water resources management in RMCs, the Bank will focus on the
following areas for the purpose of assistance and policy dialogue:

» Development of a comprehensive, integrated analytical approach, which emphasizes the treatment of water
as a social, economic and environmental good, as well as an enabling technical and institutional framework.

= Adaptation and strengthening of institutions that will provide better management, promote cost recovery,
financial autonomy and improved knowledge of water resources and its use.

= Strengthen co-operation and joint action on transboundary water resources management

4.2 IMPLEMENTATION OF THE POLICY

4,21 Prionty actions and reforms will be addressed through sector work, technical assistance, and the NEAPs.
Identified issues and investment needs will be prionitized in collaboration with governments, and reflected in the
country strategy paper (CSP). The resulting reform action plan will guide lending and non-lending operations in
the water sector. The Bank will develop operational instruments that encourage consultation and prevent
conflicts among riparian countries. Good practices will be identified and mainstreamed into operational work.

4.2.2 A cntical dimension of the implementation of the IWRM Policy will be to strengthen collaborative
arrangements with relevant international, regional and multilateral development institutions. This will involve
improved dialogue, joint reviews and appraisals, increased scope for co-financing, joint efforts to promote
agreements and legal frameworks for riparian countries, etc.

4.2.3 The Bank will monitor progress made in RMCs in implementing reform agenda through existing
instruments. The adoption and implementation of a comprehensive analytical framework in sub-sectoral projects
will also be monitored. With respect to the implementation ‘of the Policy, the Bank will ensure widespread
dissemination of the policy among the RMCs, prepare various Guidelines, to assist Bank staff, as well as RMCs
and encourage greater private sector involvement in supporting water resources development in RMCs.
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4.2.4 With the introduction of this IWRM Policy, the Bank will adopt a new integrated approach. Professionals
from the relevant departments of the Bank will meet on a regular basis to discuss and incorporate the concepts
of integrated water resources management into their operations and project appraisal. A Bank-wicle focal point
for water operations will be maintained, with adequate capacity, resources and appropriate skills. The Bank will
conduct periodic reviews every two years to evaluate its achievements in the water sector in line with the IWRM

approach.

Abbreviations

ADF
ADB
CSP
EIA
GEF
HIA
iCDD
IEE
IWRM
NEAP
NGO
O&M

African Development Fund

African Development Bank

Country Strategy Paper

Environmental Impact Assessment

Global Environmental Facility

Health Impact Assessment

Intemational Convention on Drought and Desertification
Initial Environmental Examination
Integrated Water Resources Management
National Environmental Action Plan
Non-governmental Organisation

operation and maintenance

OCOD Central Operations Department

PPP
RMC
TAF

WSS
WUA

Purchasing Power Parity
Regional Member Country
Technical Assistance Fund
water supply and sanitation
Water Users Association

GLOSSARY i

’ Accountability

]

Refers to criteria and procedures to evaluate whether service providers have availed themselves of
their responsibility for operations and management, for quaiity and quantity of services, and for
expenditures and revenue collection.

Annual internal renewable
water resources

The average annual flow of rivers and groundwater generated from endogenous precipitation. Annual
averages disguise large seasonal, inter-annual and long-term variations.

An underground stratum that is saturated with water and transmits water readily.

A system of water management based on administrative allocations.

Aquifer
Command and control
Comprehensive Water

| Resources Management

In this concept all potential multipurpose uses of water resources zre considered including water
supply and sanitation, irrigation, hydropower, mining, aquatic resources, transport, recreation etc

Cost recovery

| Cross-subsidy

The extent to which users are charged for goods and/or services to generate revenue to cover the cost

of provision. o
Part of the cost of providing services to a given group of consumers (usually poor), and paid for by
another group of consumers through higher prices. |

W\Decentralization

The distribution of responsibilities for decision making and operations to lower levels of government
and communily organizations.

Demand management

@emand for water,

The use of price, quantitative restrictions and other devices {(e.g., leakage detection) to limit the

Economic efficiency

]
1 An investment or intervention is economically efficient when it maximizes the value of output from the
| resources available.

Economic good

-

|_Ecosystem

An economic good is a scarce ‘resource in the sense that it is limited in quantity in?&ﬁﬁarison to the
desire for the resource. Treating water as an economic good recognizes that water has an opportunity

cost.
A complex system formed by the interaction of a community of organisms with its environment.

From an economic viewpoint, the efficiency-pricing rule in the long run is one that equalizes price to 1
long run marginal costs.

Environmental good

Water as an environmental good has three dimensions: (i) water is part of the natural environment and
as such an asset with aesthetic values, (i) water is required by all living creatures and vital for the
survival of ecosystems, and (iii) water is part of natural process of coristant change and an essential
component in the positional transfer of matter and energy.

Externality

Efficient water pricing
Integrated Water

| Resources management

The unintended real (non-monelary) side effect of one party's action on another party, which is ignored
in the decisions made by the party causing the effect.

H

A comprehensive approach to water resource management that views water as a single resource with

competing uses and inter linkages with the ecological, social and economic systems.

Mitigation measure

~

Measure taken to offset adverse effects of projects on the environment.
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Opportunity cost The value of goods or services foregone, including environmental goods and services, when a scarce
4 resource is used for one purpose instead of its best alternative use.
Participatory approach Planning approach in which all stakeholders, and in particular the envisaged beneficiaries, are part of

the decision process.

Private sector participation

Involvement of the private sector in water resources management including development and
operation. This can take several forms, with different features with respect to asset ownership,
operation and maintenance, commercial risk and duration.

Project cycle

A sequence of analytical phases through which a project passes. This includes identification,
preparation and analysis, appraisal, implementation, and evaluation.

Riparian state

A state through or along which a portion of a river flows or a lake liess

River basin

A geographical area determined by the watershed fimits of a system of water. The watershed limit of
the surface water or the sphere of aquifer recharge of underground water or combination of both may
define a river basin boundary.

River basin authority

Administrative body involved at the river basin level in water resources management including |

assessment, development, operation, monitoring, allocation, quality control etc.

Social good Water as a commodity to which social value is attached. Arising from the fact that water is an essential
building block for life, the universal right of all to have access to water is generally accepted. Because
water serves basic human needs, lifeline amounts of potable water should be accessible to ail socio-
economic groups in a given society at affordable prices.

Transboundary Water resources (surface as well as groundwater) that cross borders of countries, or constitute borders

water resources between countries.

Unaccounted-for- water

The difference between the volume of water produced and delivered to a supply system and the
volume accounted for by legitimate consumption, the difference being lost through system
deficiencies or stolen.

User fee A charge levied upon users for the services rendered or goods sunplied by a project.

Water Resources The assessment of resources and needs, planning and preparation of programs and projects and their |

Development (WRD}) implementation through institutionalized mechanisms for the purpose of hamessing water for various .
human uses including drinking, sanitation, agricultural and energy production industrial development, |
recreation, transport etc, .

Water Resources The institutionalized activities of water resources development, utilizatior, allocation conservation and |

Management (WRM) control. ’

Water scarcity Situation in which the annual internal renewable water resources are befow 1,000 m3 per capita. \

Water sector All providers and users of water. The sub-sectors of potable water supply, water supply to imgation %
and to industries, sanitation, and hydropower are normally included. Nevertheless, users frem other
sectors are also important stakeholders, such as agriculture, forestry, fisheries, tourism and transport.

Water stress Situation in which the annual internal renewable water resources are between 1,000 and 1,667 m3 per
capita.

Watershed An area drained by a river or stream system.

Watershed Management

—
|
|

The adoption and implementation of Best Management Practices (BMPs) that protect,
rehabilitate, and enhance the watershed. The conceptual framework considers the entire
hydrographic basin as the unit of management.

Wetlands Areas of marsh, fen, peat land, or water that include natural, artificial, permanent and temporary areas
] with static or flowing water that is fresh, brackish, or marine.
Willingness to pay The maximum amount consumers are prepared to pay for a good or service. The difference between

willingness to pay and what people actually have to pay, is called consumer surplus, a direct benefit to
the consumer.
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WATER FOR ALL IN AFRICAN CITIES: WATER CONSERVATION AND DEMAND

MANAGEMENT
by André Dzikus®

Summary

Throughout Africa water is unevenly distributed by nature and unfairly allocated by man. In the context of water
management there has been a paradigm shift from a pure supply focus to water conservation and demand
management (WC&DM). A few countries in Africa, among them South Africa, Botswana and Namibia, have
championed this approach and incorporated it into national legislation. UNCHS (Habitat) and UNEP with funding
of UNFIP are implementing a programme Water for African Cities which is supporting African countries to
effectively manage the growing urban water crisis and protect the continent's threatened water resources and
aquatic ecosystems from increasing volume of land-based pollution from cities. The brief paper describes the
philosophy and instruments of WC&DM and how to develop a WC&DM plan.

Introduction

Africa is witnessing an unprecedented urban transition as it approaches the twenty-first century. The region,
which, until recently, was predominantly rural, is expeniencing the world" most rapid rate of urbanization at nearly
5 per cent per annum. Its urban population will nearly quadruple from 138 million in 1990 to 500 million in 2020,
with increasing concentration in medium and large cities. By 2020, Africa's major cities (with more than one
million population) will accommodate almost 200 million people - 20 per cent of the region’s population and 40
per cent of its urban population. (UNCHS 1999a)

African cities are already playing a key role in the development efforts of countries in the region, contributing to
growth, exports and employment. These include not only the megacities which act as centres of political power
and commerce (e.g. Cairo, Lagos, Abidjan and Johannesburg), but also some 25 million-plus cities (1990) which
account for half or more of the gross domestic product of the respective countries. With increasing emphasis on
industrialization and the growth of the tertiary sector, cities will continue to act as nerve centres and engines of
growth in the continent. (UNCHS 1999a)

As the African continent follows pattems of unprecedented urbanization, the demands for water supply for
industrial, commercial and domestic sectors continue to rise and outpace the capacities of governments resulting
in gaps which have steadily widened over the years, threatening sustainable development and the environment
of cities. Drinking water supply coverage in African cities is the poorest among all regions, with more than a
quarter of urban populations remaining without adequate access to safe water. (UNCHS 1999a)

The increasing concentration of populations in urban areas and the growth of large cities in the continent also
pose enormous pressure on the fresh water resources of African countries. The per capita water availability
continues to decline in Africa. A survey of 29 sub-Saharan African countries in 1990 showed that 8 were suffering
from water stress or water scarcity. By 2025 this number will increase to 20 out of the 29. Many cities require
freshwater to be conveyed great waste distances or abstracted from deep aquifers. Cities are also discharging
ever increasing volumes of waste into freshwater bodies, threatening water quality and aquatic ecosystems.
Please see indicators collected by Habitat on cities.

Some of the key factors which aggravate the situation and could pose serious threat not only to the sustainability
of cities but also to the supporting ecosystems can be identified.

6 Urban and Regional Planner, Human Settlements Officer, United Nations Centre for Human Settlements (Habitat), E-mail:
andre.dzikus@unchs.org, URL www.un-urbanwatet.net
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Increasing needs of cities

As the African cities continue to grow, the hinterland from which they draw upon water resources also expand.
Many African cities have already outgrown the capacity of local sources to provide adequate, sustainable, water
supplies. (UNCHS 1999a)

Dakar (Senegal), for instance, with a population of 250,000 in 1961, relied on its basalt aquifer for drinking water
supplies. By 1988, its population had reached 1.5 million and the local ground water supplies were already over-
pumped, resulting in saline intrusion. A large part of the city's water has now to be brought in from the Lac de
Guiers, 200 kilometres away. (UNCHS 1999a)

The agricultural hinterlands supporting the cities are aiso expanding with growing urban populations, often
resulting in deforestation and accelerated soil erosion. The sedimentation loads caused by deforestation in
Malawi, Tanzania and Mozambique (urban populations in these countries have grown three to ten fold between
1950 and 1990) are inhibiting fish reproduction in Lake Malawi. (UNCHS 1999a)

Urban growth in water stress regions

Several African countries experiencing rapid urban growth, or already with large urban agglomerations, currently
suffer from chronic water stress or water scarcity and, what is more important, the per capita water availability is
sharply declining in the large majority of these countries. (UNCHS 1999a)

For example, urban centres relying fully or in part on the Nile (Cairo, Alexandria), Tana (Nairobi), Limpopo
(Johannesburg, Pieterburg, Bulawayo and Gaborone) and Orange river {Upington) basins already experience
water scarcity, and those in Lake Chad (N'Djamena, , Mauduguri), and Niger (Bamako, Niamey and Abuja)
basins currently experience water stress. By 2020, water scarcity will extend to all these basins, with per capita
water availability reduced to less than 1000 cubic metres per year. (UNCHS 199%a)

Urban centres sharing international river basins

Several large African cities share at least one international river basin {Nile, Niger and Congo, Limpopo, Volta
and Zambewi). The growing water demand and the discharge of wastewater from these cities pose a special
challenge of managing water resources of these river basins in a coordinated manner. The interdependence of
riparian states (as also the water-sharing cities) is further heightened by the high seasonal vanation in river flows,
and the concentration of rainfall in upstream countries. (UNCHS 1999a)

Threat to water quality and aquatic systems

Sharing of the same waster body by several African cities pose a special threat to freshwater quality and many of
the delicate aquatic ecosystems. Some of these ecosystems such as lake Victoria are already facing severe
degradation by the land-based pollution generated by urban settlements like Kisumu {Kenya), Jinja (Uganda) and
Mwanza (Tanzania). Thz scale and intensity of this degradation is likely to increase significantly in the coming
years, with expanded economic activities, industrialization and urbanization. (UNCHS 1999a)

The Cape Town Declaration

The Cape Town Declaration, adopted by African Ministers at the International Consuitations addressing Africa’s
urban water challenge, held in Cape Town, South Africa, in December 1997, has expressed serious concem at
the inability of cities to provide safe drinking water to their populations which result in an increased burden of
health care, reduced productivity and quality of life. The Declaration also draws attention to the serious threat of
depletion, pollution and degradation of Africa” freshwater resources posed by the expanding urban areas in the
continent. (UNCHS 1999a)

The Declaration underscores the strong pofitical resolve to deal with this threat and recommends that

govemments at appropriate levels work with their partners to develop and implement programmes of action to
meet the growing urban water challenge.
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A United Nations Initiative: Water for African Cities

A United Nations regional programme' is addressing the growing water crisis in African cities, has commenced in
several demonstration cities; Abidjan ( C de Ivoire), Accra (Ghana), Addis Ababa (E:thiopia), Dakar (Senegal),
Johannesburg (South Africa), Lusaka (Zambia) and Nairobi (Kenya).

The programme which is a collaborative of the United Nations Environmental Programme (UNEP) within the
framework of the United nations system-wide Special initiative of Africa, is a direct follow-up of the Cape-Town
declaration of 1997, adopted by African Ministers to address the urgent need to properly manage water for
African cities.

Funded by the United Nations Foundation for International Partnerships, populady known as the Turner
Foundation, the programme is being implemented along two parallel track; one, demonstrating in seven
participating cities are putting place effective strategies for water demand management and two, control of
poliution of natural water bodies by city wastes. Simultaneously, a region-wide information and awareness-rising
campaign is being organized to extent the outreach of the programme to other countries on the continent. The
plan is to build capacity for urban water resources management in four selected regional resource centers in
Africa. The programme will be implemented over a period of three years. The programme specifically focuses
on the following three inter-linked priorities:

e Improving efficiency of water use through water demand management
o Mitigation of the environmental impact of urbanization on freshwater resources
« Enhancing the flow of information and introducing water education in African cities

Coilaborating in the programme are the relevant Ministries of environment, Urban Development and Water
Resources in the several participating countries. City level institutions and managers are the key implementers
of this initiative whose experiences are expected to be shared continent-wide.

Intemnational co-operation is playing a major role in the programme, with the active involvement of the World
Bank, the United Nations Development Programme (United Nations Volunteers, the European Union, the
Govemment of Germany, the Water Supply and Sanitation Collaborative Council.

Water Conservation and Demand Management

Unfortunately there are still today too many governments, multi and bilateral agencies who are clinging to a
historical and outdated paradigm of Water Supply Management as an approach to water resource development.
A growing economy, a needy and increasing population, expanded access to water supplies and our increasing
environmental obligations presuppose a need for more water, not less. But with finite freshwater resources
available, or even dwindling due to pollution, we have to rethink our philosophy of endless growth. Unless we re-
think and start working at good water management, less is where we are heading for. The new paradigm is water
conservation and demand management (WC&DM). A new approach WC&DM will reduce:

- Overuse of water resources

- Overcapitalisation

- Resource wastage

- Polfution problems

- Other problems of varying severity and complexity

Water conservation can be described as “the minimization of loss or wastage, the prevention, care and
protection of water resources and the efficient and effective use of water’. Water conservation is both an
objective and strategy for water resource management. Water demand management can be viewed as a
strategy by water institutions, such as catchment management agencies to influence water demand and water
usage in order to achieve greater economic efficiency, social development, social equity, environmental
protection, sustainability of water supply and services, and political acceptability. The task of water resource
planners and managers is to reconcile demands and supply. In the past, conventional water resources
strategies, such as the creation of storage, have been utilised to meet growing water demands. It is now
recognised that resource capture through conventional surface and groundwater development (supply

RCWSS/2-01/5B.2, Water security through integrated water resource management




Volume Il, Papers & Presentations; Reform of the Water Supply & Senitation SectorIn Africa., Page 188

management is not the only option available, but that the implementation of water conservation strategies can
successfully achieve the same objective of reconciling demand and supply and providing sustainability. The
optimal long-term solution is most often to be found in an Integrated Resource Management (IRM) approach,
which combines conventional supply management strategies with water demand strategies, which promote
effective and efficient use. This Section describes each of these management strategies and discusses the
benefit of an integrated approach.

Elements of Water Conservation and Demand Management

Water demand management places much more emphasis on the socio-economic characteristics of water use.
For example, traditional approaches have generally limited the use of resource economics to analyses that focus
on benefits and costs, cost effectiveness, and other passive types of analyses that assume water needs are
requirements that must be met. In contrast, demand management is much more aggressive in its use of micro-
economic principles, such as economic efficiency to influence the origin of water demands in the first place, to
provide incentives for satisfying given ends in the cheapest possible manner. In other words, the various water
uses are seen as demands in the economic sense, which can be influenced and governed by incentive
structures, public education and other means, using principles, which are commonly used in the social sciences.

Water Demand Management Tools

The essence of water demand management is that of promoting the efficient and equitable use of water. By
reducing the need for continuing expansion of conventional water supply systems, Water Demand Management
can “buy time” by delaying large capital investments for the development of new conventional water resources.

A broad range of approaches and instruments for Water Demand Management exists, ranging from economical
to socio-cultural and technical tools. The following chapter is meant to illustrate the various different approaches
to manage the demand of water. As any comprehensive Water Demand Management programme needs a
supporting framework, some more general management tools, such as institutional and legal reforms and private
sector participation were also included in this chapter on Water Demand Management Tools. Although these
tools don't have a direct influence on the water demand they are essential to any water management programme
and therefore a part of Water Demand Management.

Market-based and economic instruments

Economic techniques rely upon a range of monetary incentives (e.g. rebates, tax credits) and disincentives (e.g.
real cost, penalties, fines) to relay to users accurate and clear message information about the value of water. The
aim is to promote better water use practices in the sense of moving toward increasing conservation and
sustainability in the use of water resources. The most important of the market-based instruments are;

e  water pricing/tanff setting;

¢ abstraction charges,

o effluent charges;

Water pricing/Tariff setting:

Realistic water pricing is one of the most fundamental keys to Water Demand Management and is central to
many of its options.

Prices perform two essential roles in a market system: rationing and production motivation. Rationing is
necessary since scarcity precludes both the satisfaction of all needs and the unlimited production of goods and
services. Goods and services must be rationed to consumers and factors of production must be rationed to
producers. The price system allows bidding for scarce goods and services and factors of production, thereby
ensuring that goods and services are allocated to the highest valued users and that factors of production are
allocated to the uses where they bring the largest return. Prices perform their production motivating role by
indicating what consumers are willing to pay. Simply stated, prices send “signals" to both consumers and
producers about the economic value of the resource use. Many empirical studies in a variety of country and local
settings have analysed and confirmed that water consumers respond to price changes according to the individual
price elasticity of water consumption.

However a pricing system based solely on a flat rate regardless of volume used or a system based on property
value would not have the effects predicted. Pricing based on use requires some means of measuring usage-
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normally through water meters. The reasoning for this is straightforward. Once the flat-rate is paid, the price for
volumes used is essentially zero and, therefore, there is no incentive to conserve on use. Nevertheless in some
cases, volumetric pricing for low-income groups, small volume users - is not an economically attractive option.
This is not the case, however, for most users and almost never the case for industrial and high volume domestic
and commercial users. (UNCHS 1999b)

Abstraction charges:

Another economic instrument which serves as a Water Demand Management supporting means of regulating
activities is the water abstraction charge. Germany among others can serve as one example for the use of this
instrument and to prove the possibilities of using the water abstraction charge as an insirument of Water Demand
Management. In 1988, Baden-Wiirttemberg became the first German Land {o introduce the 'water penny'
(Wasserpfennig), and many by 1995 12 of 16 Lander have followed this example. The various Lé&nder use
different terms (taxes, charges, fees, levies) to denote water resource taxes and no simple classification of the
instruments as their fiscal, financial and incentive functions are combined and often inseparable is possible.
However, the focus appears now to be shifting towards setting incentives to save water (rather than to retire
water rights), both directly through rate increases, and indirectly through the decrease in the blanket reduction
allowed for public water suppliers. Due to this the water abstraction charge became one instrument to indirectly
manage the demand for water. (UNCHS 1999b)

Effluent charges:

As an expression of the polluter-pays-principle effluent charges can be used as an economic instrument to
indirectly influence the water consumption and by this manage the demand. Although this instrument is mainly
used in order to foster water resource protection and mitigate the environmental impact of pollution, it has also an
indirect impact influence on the water consumption. In the early 1970s for example the federal Effluent Charges
Act was in passed Germany. In principle, all water uses in Germany, including effluent discharges, require a
permit (Erfaubnis) or a licence (Bewilligung) which are thus the primary instruments for water resource protection
and management. Established water quality requirements, often reflecting the need to maintain quality for
specific uses, can justify denying a permit or licence. In this context, the federal effluent charge is designed to
help prevent water pollution, rather than finance the management of pollution. However with the implementation
of the Federal Effluent Charges Act the quality and amount of effluent discharges became important in the water
consuming industry and commerce, as they were forced to treat effluents before discharge. In consequence,
production and processing technologies using less water and resulting in less pollution were sought, and water
recycling or re-use systems were installed in many plants. Due to this Germany may serve as an example to
prove that effluent discharges in combination with other water management measures may aid in the
management of water demand although focussing on water resource protection. (UNCHS 1999b)

Technical measures and water efficient practices
This section attempts to outline a number of coricrete technical measures as well as various operational and
water efficient practices, including:

e |Leakage detection and repair

e  Meter accuracy and application programme

e  Retro-fitting

e  Pressure Management

Leakage detection and repair:

Leakage is often a large source of unaccounted for water and is a result of either lack of maintenance or failure
to renew ageing systems. Leakage may also be caused for poor management of pressure in distribution systems
causing high pressure zones which result in pipe or pipe-joint failure. Some leakage manifests itself above
ground in areas which are noticed but others are in isolated locations or below ground and may go unnoticed for
a long period. Other leakage may only be noticed by studying water use data and inferring losses due to
unaccounted for increase above normal baseline values. Early detection of visible leakage requires good
reporting which includes some level of public participation. However the leakage detection should always take
place after the customer meter. Although there are often great losses after the meter these losses are frequently
neglected as the water has been paid for. A sustainable change in this area of leakage detection would not only
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increase the efficiency of the whole water supply system but it can foster public support by decreasing the
individual water bill of the consumers.

Meter accuracy and application programme:

Accurate metering of the water demand is one of the major comerstones of Water Demand Management. Before
any Water Demand Management programme is implemented, unmetered connections must be reduced to an
absolute minimum and metering coverage must be maximised in all sectors. Especially in Developing countries
some of these unmetered connections may be illegal connections. These illegal connections may be at all points
along a distribution system. For lengthy pipelines which carry water to cities from distant supplies, water may be
taken by rural settiements or for irrigation en route. In city distributiort systems, illegal connections may be the
result of contractors connecting illegally to supply new housing developments or unplanned and ‘illegal”
settlements connecting to such supplies. However to ensure that the Demand Management Programme covers
all consumers these “illegal” connections need to be transformed into legal and metered connections.

The most expensive water loss in a distribution system in terms of direct cost is that which is associated with
meter mismeasurement, sometimes referred to as inaccurate metering. Mismeasurernent may result from poor
meter quality, poor water quality, use beyond useful life, improper sizing, mis-application, and improper
installation. Therefore any comprehensive meter programme should include a sustainable control and monitoring
of the meters. (UNCHS 1999b)

Retro-fitting:

Retro-fitting provides one of the most effective short-term options for reducing water demand particularly in the
domestic and institutional sectors. Many government building or institutions which are state owned either do not
pay for their water or the consumers have no interest in conservation. Good examples are University campuses,
Ministry buildings, government hospitals etc. With very little capital investment, usually only a few dollars per
fitting, water consumption may be reduced by as much as 20% Typical examples include:

+ Low-flush/double flush toilet cisterns (even reducing the flush volume of existing ones)

+ Spring-activated/low flow/aerated faucets

¢ Low-flow shower heads

In order to monitor retro-fitting programmes effectiveness, especially when designed as a pilot-demonstration,
efficient metering is necessary. There can be for example block metering for an entire institution of apartment
block. Some type of incentive could be offered to those who retrofit including, payment for installation added to
water bill to spread the cost, grants from local authorities. (UNCHS 1999b)

Pressure Management

Pressure management is another tool with which the water supplier can reduce the demand for water. It is mainly
used to control leakage levels, as leakage rates vary with pressure. Leakage is more sensitive to pressure than
traditional wisdom suggests. Therefor the introduction of different pressure zones according to the various local
needs is a efficient toll to control the leakage rate. Nevertheless there are more benefits to pressure
management like a better control on system failure and customer demand. As maximum pressure and pressure
cycling strongly influences burst frequency, a comprehensive pressure management can reduce the danger of
system failure and ensure an adequate service. But a comprehensive pressure management programme can
help to control the customer demand directly. A reduction of pressure can for example reduce the water in “open
tap” use.

However pressure management is not only restricted to the introduction of different pressure zones. To meet the
various different needs of the customers the use of roof and ground tanks represent another alternative. By
introducing roof and ground tanks instead of a full pressure connection to the main system the water supplier can
meet the different levels of water supply demand. (UNCHS 1999b)

Public education, awareness and involvement

An enormous variety of non-financial measures can be considered to promote Water Demand Management
(Brooks and Peters 1988). Information and consulting services can be provided; social pressure can be applied;
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regulations can limit the time or quantity of use and institutional and legal reforms can establish the necessary
framework to aid the implementation of the Water Demand Management Programmes.

Public Awareness Campaign:

As the essence of water demand-side management is to influence the consumer to voluntary use water more
efficient, a public awareness raising campaign is one of the major tools of a focused demand-side management
programme. The public awareness campaign consists of two distinct components knowledge and information
transfer and education and awareness raising at all levels. Its major goals is to mobilise support for ongoing ard
future activities and ensure the sustainability of the programme.

The print and broadcast media are primary influences on the thinking of the public. Therefore information
materials must be fully utilised to ensure a continual and appropriate information and knowledge transfer as the
basis for awareness raising. However the dissemination of information requires appropnate “packaging” to suit
the different target groups and objectives. Various different means are available to ensure appropriate
information and knowledge transfer and adaptation. The use of mass media is probably the most cost effective in
most cities as even the urban poor have access to such communication tools. The following box illustrates one
example from South Africa on how the dissemination of information brochures can be used to raise public
awareness. In South Africa the National Conservation. (UNCHS 1999b)

Box 1: A guide to water saving in South Africa

As part of the National Water Conservation Campaign in South Africa the External Education Service published a handbook for
households on how to save water and it more efficient. This handbook is meant to assist the householder with practical ideas on how
to save water.

. By stating that South Africa has not an abundant supply of water and illustrating how much water and money can be saved
in the household the brochure tries to raise the necessary awareness in order to avoid severe shorlages in the future.
According to a breakdown of where water goes in an average urban home of 4,6 people up to 47% of the water used can
be saved, reducing the water consumption from 139 to 74 | per person per day. Before this background the brochure strikes
that every individual can contribute meaningfully 1o the amount of water that can be saved, stating that “if we all save little,
together we can save a lot". To present practical guidelines on how every individual can contribute to this effort, the brochure
focuses on the following concepts to save water, the environment and money:

. Repair leaking pipes, taps and toilet cisterns
The first Step to water conservation in the home is to check for leaks. Step by step the brochure illustrates how to identify
and repair leaks, like dripping taps and hot water systems or water trickling into the toilet bowl. As most of the leaks are easy
and inexpensive to repair practical guidelines are presented on how to fix some of the leaks like the replacement of a
dripping tap.

e Using water more efficiently
Aiming at the reduction of the daily water usage and the re-use of water wherever pcssible the brochure illustrates several
measures on how to use the water more efficient. These measures range from tips on how 1o optimise the garden watering
to ideas on how to re-use washing-up water to water garden plants.

e  Save energy to save water
Stating that using less electricity does not only save money but also water used to generate power the brochure also
presents measures on how to use less electricity, by for example avoiding to leave lights burning at night.

Source: Steve Camp, 1999 in UNCHS 1999

Apart from the dissemination of information material to households education is the second major cornerstone of
an awareness raising campaign. However the measures to raise awareness should address decision-makers
and consumers at all levels. To ensure the sustainability of this campaign the consumer education should start
already at very young age. This could be achieved by trying to include Water Dernand Management in the school
curriculum. The following box presents an example from south Africa on how Water Audits are used to raise
awareness with the students about water.
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Box 2: School's Water Audits in South Africa

Born out of the National Water Conservation Campaign a teacher's handbook on Water Audits was developed in South Africa. This
booklet chuses on Water Quantity Audits and is meant to support schools 1o raise awareness with their students about water.

The activities in this handbook aliow students to audit all the different aspects of water in their lives- the amount they use, the quality of
the water, where it comes from and how to use it wisely (National Water Conservation Campaign, 1997). Divided into the following four
sections the handbook tries to lead the students step by step towards a comprehensive Water Conservation Campaign at their school:

» Waterin South Africa '
In the first section of the handbook the students are introduces to the reason why tfiere is a need to conserve water in South Africa

= Where does our water come from? l

As it is important that students understand where the water comes from the water circulation between river catchment atmosphere and
consumer is illustrated in detail. '

= How much water do we use?

To analyse how much water is actually used and for what purpose Water Audits are introduced and illust-ated. Aiming at the actual use
of Water Audits in the school the handbook presents some ideas how s implement a Water Audit.

= Taking action

The last step after analysing the where the water comes from anc'how it is used is to consider concrete action to conserye the watet.
Based on the awareness about water raised during the Water Adit this step is meant to sustain the awar=ness and trarispose it into a
comprehensive Water Conservation Campaign.

To ensure the practicability and sustainability of the implementation of these four steps the handbwok sets a comprehensive framework
for the implementation and provides supporting material for the teacher. Therefore every Audit consists of four parts:

= A Comic illustrating the problem addressed in every section.

Source: National Water Conservation Campaign, 1997 in UNCHS 1999

Water use restrictions:

Although regulations have a bad name, they are often both appropriate and efficient for managing water demand.
Exhortation is also more effective than generally believed, particularly in times of drought. The range of options is
wide enough to preclude generalisation, but one can say that they should be chosen to support, and if possible
reinforce, the effects of market-based measures.

Water use restrictions are mainly used in emergencies, such as droughts and acute water shortage or in order to
protect the water resources against pollution. These restrictions can contain instructions forbidding or regulating
the introduction of substances or material into surface water bodies, and provide for other measures to avoid
surface water degradation. To secure groundwater protection for example, Germany has developed a zoning
approach which is increasingly being recognised as a model. All in all, water use restrictions rather aim at water
resource protection than at water demand side management.

Institutional framework:

In many countries responsibility for water management and supply is split between different ministries and
agencies at national level and local level. In most countries, there is a Ministry for Water or certainly a nodal
ministry with responsibility for water. It may be a Ministry of Environment or Public Works, but the responsibility
will be development of a counties water policy including pollution control and development of rescurces. How
much responsibility is delegated to local authorities will vary depending on their size, but it usual that a local
authority will have a water and sewerage department For smaller urban centres this responsibility may be
combined with other aspects of infrastructure. Local authorities are responsible for setting tariffs, collecting
revenue and providing adequate operations and maintenance. Bulk water supply and large scale development
projects are usually the responsibility of the national Government ministry. This hierarchical and vertical diversity
and complexity of water management can cause many problems for the implementation of a Water Demand
Management programme including:

Competition between political figures, authorities and interest groups

Overlapping responsibilities

Competition for donor support

Competition for revenue eamed from local taxes

Therefore there is a need for a clear definition of roles and responsibilities at all levels throughout the whole
programme planning process. This institutional reform should be part of the long-term strategy of establishing
and sustaining a comprehensive Water Demand Management System.

RCWSS/2-01/5B.2, Water security through integrated water resource management
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Legal framework:

Legislation for water management is often outdated and relies on continued use of unrealistic statutes. It is often
restrictive for the entry of the private sector and for the application of Water Demand Management as it often
carries building codes and standards which restrict the use of water-saving technologies. In addition, pollution
control legislation is neglected. There is however often little capacity to enforce iegislation, for example to stop
illegal connections and cut off users who don't pay.
Therefore although not necessarily applicable in the short term, in many cities there will be a need to make
adjustments to the legislative background. This may be in areas of:

e  Privatisation regulation
Water abstraction licensing
Variable taniff structures
Regulation about private sources exploitation
Regulation of the informal sector private vendors
Private Sector Participation:
Private sector participation has come about due to the inability of the public sector to provide an effioient and
reliable service. In many countries both domestic users and industry-have had to rescrt to altemative informal
supply systems. However private sector participation is not only helpful for providing a good water supply service
but also in establishing and maintaining an efficient water management system. By establishing a comprehensive
management system, the private sector aids the implementation of a water demand management programme.
The key however is to identify the right leve! of private sector participation and to confrol and regulate this co-
operation. So in essence a state body which has responsibility for sefting an appropriate regulatory framework,
standards and prices, protecting against unscrupulous private sector partners and developing an aftractive
business environment for potential investors. (UNCHS 1998b)

Development of a Water Demand Management Programme

While many decision-maker and local authority ma..aysr still consider that for Water Demand Management one
action alone will suffice, a comprehensive WDM programme usually makes use of a wide range of different
management tools. While not dismissing traditional structural approaches, a comprehensive Water Demand
Management strategy also calls for the use of policy, legal, economic/financial, technological and other means.
For an optimal combination of the different approaches and measures a comprehensive programme to set a
framework is essential. It should not only co-ordinate the various different approaches but also structure the main
elements of the programme. The foliowing schematic representation of a programme illustrates the main
elements of a programme and highlights the linkage between them:

RCWS$5/2:01/58.2 Water sactirity through integrated water resource management
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Figure 1: Programme Planning and Implementation Cycle
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Although there is a similar structure in any programme planning, the development of every individual programme
is a dynamic process. It can hardly be emphasised enough that conditions vary significantly from one country to
another as well as within countries. Any programme plan needs to be tailored down to the local needs and
circumstances. This guide offers a general framework for developing a Water Demand Management programme.
The application of this guide facilitates an open and flexible programme process sensitive to individual
circumstances and local needs. As the art of programming, should be seen as a continuos leaming process, the
handbook provides a set of practical checklists at each stage of the programme development to highlight the key
steps and adjust the general programme framework to the individual needs. These checklists are not exhaustive
and rather meant to act as pointers to foster the continuos process of programme development.

References:

UNCHS (1999a): Managing Water for African Cities; brochure, Nairobi
UNCHS (1993b): Urban Water Demand Management: A Handbook for Developing a WDM Programme; momeo,

Nairobs
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INTEGRATED WATER RESOURCES MANAGEMENT: THE CITY OF WINDHOEK,
NAMIBIA,

By Ferdi Brinkman, Department of infrastructure, Water & Technical Services
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COMMERCIALISATION OF BULK WATER SUPPLY SECTOR: THE NAMIBIAN
EXPERIENCE

Kuiri F. Tjipangandjara, Namibia Water Corporation (NamWater), Namibia

The commercialisation of the bulk water supply sector in Namibia and the establishment of the Namibia Water
Corporation (NamWater) were necessitated by the public sector rationalisation policies and the need to improve
water service delivery at national level. This presentation discusses the process that preceded the establishment
of NamWater, the organisational structure and functions. In the discussion on the relationship among
NamWater, the bulk water users and the line Ministry, attention will be given to strategies being used to develop
bulk water supply infrastructure, the process of taniff setting and the factors that contrbuted to the review and
adoption of the zonal tariff policy. The roles played by other government agencies (in particular the Directorate of
Rural Water Supply), as well as local and regional authorities in the supply of water will be expanded on. Finally,
comments will be made on the ongoing activities with the Ministry of Agriculture, Water and Rural Development

to reform the water sector.

Directorate
Finance &

Ground Water: 46%
-~ Ephemeral Rivers: 18% ..

"~ NamWater's
- Establishment -

Background on NAMIBIA
NamWater was

GDP: US 1939 :
10% of Population with 65% of Wealth gf‘;:r"';“;gn ':?':: fg
Sources of Income No 12 of 1997.

Agricuiture . Afer some preparatory

a '9-""9 i work, NamWater

Tourism _ started to officially
trade and fulfil the bulk

- -water supply function

on the 1st of April
1998
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Policies and Legislation in the Establishment of NamWater (| '
Water Sector =
Motivations:

- Water Act (1956) - Republic of South Africa - Down-sizing of the Public Sector

« Water Supply and Sanitation Sector Policy (1993) +  Budgetary Constraints
o [ncrease maintenance on existing

» Namibia Water Corporation Act {(1397) infrastructure

" . & Develop new infrastructure
= National Water Policy (2000)
e «  Seftting of Realistic Water Tariff
* Water Act (2002 ?) ,

Establishment of NamWater (Il ' Full Cost Recovery (I}
- The Selling and Buying Principle -
Motivations: . , R

= " Public Sector Constraints ; Technical Services

.- = Difficult to plan and execute long-term prqeds BN - iy Costs

;B Inadequate funding IR - Salanes .
& No control over income from bulk water sales v JDeprecaton e | PoCy Utksaten
& Commercials goals v/s socials responsubnlmes \ B - 1 tenal & Supphes fanits X
ll Slow dec:soon-nf:)ael:l‘ng prooess ) - Bl Secondary Costs charge out rate)
1 Poor customer S . PO - ! Charge Maintenance
& Conditions not conducive for R&D Acuvmes & Bl e e T

- a Litlle incentives to improve services rendered

Z Cosl of Cost Cenlre

[ NAMWATER

" Organisational Structure Full Cost Recovery_

- Utilisation of Reyenm -

1
‘T“’”’"—L ]
Eng. & Science Finance & Admin  Human Rosource
i ! ' :
Planeingh Dwsign Financisl Ace

Corstructun Managerrent Acc
Tochn, Senwe nfo Systems
Water Res Procurement

Maragermart Yn Gaen Flon Keme T e s g aden of irasria s
Logat & Property ce i
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NamWater’s
- Guiding Principle -

NamWater provides

water of an appropriate
quality in sufficientand |
sustainable quantities as |
well as water related
services in the most
cost-effective way in

order to satisfy the needs
of our customers

Tariff Policy

Scheme Based (1998 - 2000}
* Costing/Tariffs done on individual scheme bases

* No Cross-subsidisation between Watef Schemes
* Namow customer base .
* Higher Infrastructure Development Costs per Un
* Customers burdened with high tariff increases

* Ability to raise funds for development affected

* Negative influence on Infrastructure development
strategy

[ NASWATER

Tariff Policy

Zone Tariff (2001 -
* The country.is divided in 4 Zones
* Zone-based cross subsidisation of schemes is
allowed
* One tanff for all the schemes in a zone is determined

RCWS5/2-01/38.5 Water security through integrated water resource management
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Process of Setting Water Tariff
.. Managemert Accountant
o Operations Department
" Executive Management
NamWater Board
" Minister (MAWRD) *
* Cabinet *
* Publication of Approved Tariff

41801

Customer Base |
- Former Commercial Areas -

Municipalities and
Government Centres
are the major dlients
for potable water

Poge 17
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Costs Distribution

Impact on Employees
* Increase in Wages and Benefits
« Embark on staﬂ'dew)elopment programmes
. lmp}oved Working Conditions
« Adopted a Performance Appraisal Policy

. ificant Staff Reducti
1998 (1300) <> 2001 (940)

Customer Base |l
- Communal or Homeland -

Saparat
Fh

All major clients are
Government Authorities,
A direct water supply of
NamWater to private
customers is virtually
negligible

Challenges

* NamWater is a Monopoly - Blessing or Curse?
* Possible Impact of the implementation of Water Pohcy

on NamWater’s operations. ;
* Review of the Namibia Water Corporahon Act ]

* Under-developed management capacity in the water -
sector at Regional and Local Authorities levels.

* Composition of NamWater Board - conflicting interest.
* Too many players in the water sector - roles are at
times confusing.

* NamWater mandate not well understood by the public.

[ NAMWATER |

Investment in Infrastructure

RCWSS5/2-01/58.5 Water security through integrated water resource management

Challenges

* Balancing commercial goals with social
responsibilties.

* Non-payment for waler services by end-users -
un-affordabulity v/s unwillingness

* Reduction of institutional waste - make water
affordable

* NamWater Staff stilf aghere to “Government culture™
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OIS O aKenolde Conclusion (I
5 f * Commercialisation of the bulk water sector was a
;] i necessity and it cannot be reversed.
» ery . ¥ " ore . .
futehout e ; z g § Erave * Analyse thoroughly the possibie impacts of other
il institutional reforms on the water sector.
ety 2 Agreuiies Water wnd Rl Development o T e Communes * Consult comprehensively with all stakeholders.
e e oseges * Recognise cultural, political and socio-economic
sy o R eponatLocal Goremment and Houima 7 Venge Covorte” conditions in the country.
Recenty Prociemmed e . .
s e - Toun Comce * Set a realistic time table and quantifiable goals.
ey s T a7 * Recognise shortcomings and attend {o them.
vegn comnetn |ves | [ves
[Mring ~onaes No [Yor
T Ne

ndviduse

NAMWATER 0 wwﬂ‘!’k

Conclusion (Il

No Cross-subsidisation between Water Schemes
Narrow customer base

Higher Infrastructure Development Costs per Unit
Customers burdened with high tariff increases

Abilily to raise funds for development affected
Negative influence on infrastructure development

strategy o
- * De-politicise the water reform process.
N * Keep the reform process technically sober - but

recognise the political ceality.
" Countries are unique: no tailor-made solution.

| NANATER | oot e
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INTEGRATED WATER CYCLE MANAGEMENT
Nsizwa Cromet Mofepo, UMGENI WATER

Presentation Content
2 Quotations
2 Threats Facing the Global Environment

J Water Cycle Management in Context
< Calchment hManagement
< Management of Dams
<+ Water Treatment
» Transfer Infrastructure
+ Reticulation Infrastructure
%+ Wastewater Treatment and Collection
- Effluent Discharge
Environmental Management

"World Class Solutions 6 Giobal Water Challenges ~ 7~

Threats Facing the Global Environment

3 Inefficient water use and water losses from non-
indigenous vegetation, agricuiture and other land use
practices have reduced the totai available water by up
1020 %

Excessive growth of
algae and water
weeds dramatically
increase treatment
costs and treatment
technologies

Water borne diseases
affect millions of
people in developing
countries annually

World Class Solunans to Global Water Challenges

Umgeni Water’s Approach to these
Global Threats

Umgeni Water has adepted a holistic approach and has
introduced Waler Cvde Management in its area of
operation.

Water Cycle Lanagement recognises that:

4 Water resources must be managed in a holistic w
:ntegrating all aspects of.

management

importance of Water Cycle Management

“Water is going to be the most hotly contested issue
facing the world community in the twenty first century,
because of rising population levels, poiiution and the
fact that half of all the developing world’s drinkable
water is either wasted or lost.”

(The Wortd Meteorological Organisation)

“Water quality deterioration leads to unaffordable
technologies.”

(Prof. Kader Asmal — Past Minister of Water Affairs {(SA))

“In the 21% Century water will be to society what oil was
in the previous century.”

(Fortune Magazine, 2000)

" World Class Solutions to Global Water Challenges ™~

Threats Facing the Global Environment

3 Flooding of formal and particularly informal
settlements along river banks have caused
numerous deaths

Millions of
tonnes of
valuable

topsoil are lost -
annually in 3
runof from
catchments

Umgeni: Water s Approach to these ’
Global Threats

2 Umgeni Water understands that aspects of the supply
chain are interconnected and that disturbing the
balance along the way will impact th e supply chain
further down {cause and effect)

WCM, as implemented e g)
by UW is hence the

adoption and
implementation of
strategies in order to
achieve an appropriate
balance within a complex
system <

Workd Class Satutions to Global Watar Lhitienges

RCWSS572-01/58.6 Water security through integrated water resource management




U

Catchment Management

2 Umgeni water has actively pursued the principles of
integrated Catchment Management in its operations
with a view to promoting the sustainable use and
protection of water resources within its operational
EICE]

Umgeni Water has made a meaningful contribution
towards drafting national policy on Catchment
Management in SA

Umgeni Water facilitates the formation of Catchment

Management Agencies {CMA's) involving
stakeholders who have an interest in the catchment

@ Water Treatment

0 Umgeni Water manages and owns 13 large
Waterworks and a number of smaller Waterworks
ranging in size from 0.5 to 750 million litres per day

Umgeni Water strives to supply water which improves
the quality of life

Treated water should be
suitable for human and

dom... stic consumption

direc’ + from the tap and

shou::: not resuit in any

signii zant health risk to the
consumer over a lifetime of ¢
consumption .

T World Tlass Sokittons o Global Water Challenges o~

Reticulation Infrastructure

1 Umgeni Water manages
and operates reticulated
schemes both in the rurat
and peri-urban
environments

Umgeni Water serves the
needs of over 1 million rural
inhabitants in its area of
operation

Prctur of Vubndiels - & Presedenduat
L. ead Project Pnplernerded and
Nanaged by Urmgers Water

" 'World Class Solutions to Globat Water Chaflenges
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a Umgeni Water manages and owns 11 large storage
dams

UW has adopted a water
conservation policy which o
strives to achieve an

effective, equitable and
efficient usage of water in

its area of supply

Water demand
management forms an
integral part of this policy
and reduces the need to
build expensive

. infrastructure

DOTOTIONS U3 GIOUAT YPSTET L 1T

10.

Transfer Infrastructure

Q Umgeni Water operates transfer
infrastructure ranging from:

% Tunnels
Pipelines
Reservoirs
Pumpstations

part of the supply chain for the
delivery of water over long
distances and difficuit topography
to the consumer

@ Wastewater Collection and Treatment

2 Many developing countries discharge untreated
sewage effluent directly into rivers and the sea

Umgeni Water has the capacity and ability lo both
collect and treat wastewater

The organisation has
process laboratories
which coastantly
evaluate new water and
waslewater treatment
process designs and
technologies

—*'- o de e .

7T Wodd Tlase Solutiond to Global Waier Thallenges ™~ ™
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UMGENI

bored Effluent Discharge

0 Umgeni Water constantly monitors the discharge of
treated effluent from both wastewater facilties and
industry in its area of operation

a The water quality
monitoring program
ensures that negative
environmental impacts
are mitigated at source

@ Other Services Offered by Umgeni Water
to Manage the Water Cycle

2 Training and education
Q Laboratory services
a Capacity building

3 Implementing community
water supply and
sanitation projects

0 Customer management

T World Class Solutions 6 Global Water Chaltenges ™™
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Environmental Management

2 Umgeni Water has
actively implemented
it's environmental
policy which looks at
the entire project
development cycle
from project
identification through to
decommissioning

boed Environmental Awards

During the past 6 years, Umgeni Water's Environmental

Report has won the World Wide Fund for Nature
Environmental Report Award on three occassions

Since the adoption of the
organisation’s
environmental policy, a
more systematic approach
to environmental
management has been
followed throughout the
organisation’s activities

s World tass Solutions to Global Water Chalenges "
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EXPERIENCES AND CHALLENGES OF FINANCING WATER SYSTEMS IN AFRICA
By Gennet Yirga-Hall, African Development Bank(ADB)

. African Development Bank
INTRODUCTION

Need for Water Sector Evaluation

« take stock of past interventions iu the sector
* trace the way forward for sustainable development

Water Sector Reviewed

< vurial water suppis and sanitation profeets
» grban water supply and saniation projects

% African Development}t Bank

Sample of Projects Reviewed

Table 1: hNumber of Projects Reviewed by Region
Sub- sector Region
East West North South Central Total
Urban g 6 3 4 3 28
Rural 3 8 5 3 1(cancelled  20(1 cancl.)
Total 12 14 8 10 4 (1 cancelled) 48(1 cancl.)

NOTE: Urban sample- 28 put of 208 completed projects
for which individual PCR/PPER were prepared
- on going projects approved since 1995
Rural sample- ali rural water supply projects

1 Afiican Development Bank

Overall Bank’s Portfolio in
the Water Sector

From 1967 to 1999

*No of operations in water sector = 224
*Total Bank Group Operations  =2,290
*Percentage share = 97%

Amount in UA = 2.1 billion
*Total Bank Group Loans&Grants=27.09 billion
*Sector’s share of total =7.75%

roup
Lending in the Sector

Table2 Brrk Graugls Lernding to Water Supply and Sanitation Secior
(innillionUA)
196578 wo»s 1930® 9909 19579
Amn % Amm % Aud % | Amm % Amn %

AB 180 B2 164 R8 A 58 38 88 13610 78
AF Qm 20 BB B7 428 97 M 52 TR 78
NIF [1104] Q0 am Q0 60 &5 a0 00 60 24

BRAK@®IP 180 1312 29 BS 3R® 73 L3 75 2IREB 78

Souroes ATBSttistics Dvisionaod GPEV,

1 African Development Bank

Scope of Presentation

= main findings

«from the Study Reports

*from recent evaluation field mission reports
skey issues
*General lessons and recommendations

«Country Specific lessons and good practices

N African Develgpment Bank
Main Findings

*first and second generation project components
*sector goals and objectives

*relevance

*quality at entry

«efficiency of implementation

sefficacy of Bank assistance

einstitutional development and capacity building
*recent development

RCWSS/2-01/5B.5, Evolving Role of External Financing Institutions: Experiences and Challenges of Financing WSS Projects in Africa
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7.
% African Development Bank 1 African Development Bank
| . .
Irst &seneration Frojects Second Generation Project
Components

Urban
« Water: rehabilitation and expansion -dams, intake
works, treatment plants, transmission and
distribution sys,tems Ilmited house connection
‘ riteters,-ete % T
« Sanitation: seweragel treatment ‘plants, pumping
stations, sewer mains, storm water drainage
systems, etc

Rural
*\Water: construction of dams, bore holes, hand and
mechanical pumps, treatment plants, pipeline
networks, water points ’

Components

*Emphasis became more on rehabilitation works

*Technical assistance for studies and capacity
building

8.

10.

¥ African Development Bank

Sector Goals and Pt'oject
Objectives

Very General

=The sector goal was improvemnent of the health condition and
socio-economic development of the population through the
provision of basic infrastructure acilitics for water supply and
sanitation services '

*The project nbjectives wore provision of spfe piped water and
peaper sanftation fcilitics 1o meet existing o Giturs demsnd
napding cos vrage in the preas secved {rural aod orban

% African Development Bank

Were the Projects Relevant?

Were relevant then because:
>»they met governments and donors developmeat agenda
of the time that aim at provision of basic infrastructure
required for developinent

They are not fully relevant now since
» they by and lar{,e fail to meet the basic needs of the

“uirbgn poor,'th;g, mﬁtrm.ll settlements and most of the

rural areas . . .

Note: Mare recent projects aim to redress past shortcomings

10

12,

Q African Develodment Bank
How good was quality at entry?

Inadequate:
Reasons:

sprojects seiection usually based on iimmediate felt needs and piece
meal in approach

*Lack of comprehensive secter and feasibility studies

*Lack of iutegrated water resources management approach

*no clear and quantified performance indicators

*limited skill mix for project preparation and appraisal leading to
poorly prepared projects

sstakeholders involvement and participatory approach limited or
non-cxistent

g

% African Development Bank

Was there efficiency in project
implementation?

-
;iz.?“vfg ; [

RER&OIIS.

spoor quality at entry

*time and cost overrun common features of most projects
sinadequate snpervision

sinadeqnate and/or delayed availability of counterpart
funds

ecivil sirives

*lack of antonomy, skilled manpower, finaucial viability
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13. 14,

% Adrican Development Bank & African Development Bank

VWas there efticacy in Ban What impacted from Bank
Assistance? Assistance?
P i.\Reasons: RS L BOROE L
*benefits far below projections- assumptions and parameters Positive
changed *Has copirvibuted in mecting the inereased demand for hasie

hutrsane needs in areas served

siziprovewent i rural bvigy con

waomen and ebiidren fving n a

simprovement i the sosith cond
Limixations

*less investment in sanitation hence poor sanitation in most

countries remains unsolved

*limited interventions - urban poor, informal seitlemeats,

rural areas inadequately catered for

*poor institutional, operational and financial performance -
high level of unaccounted for water, huge receivables
*inappropriate choice of technology

*poor operation and maintenance and service delivery
“lack of standardization of pumps for rural projects
ssupply-driven approach hence no participation, no
owntership, no sustaiuability

thoas espocialy for
L NETVeD
on i Fle areas ey e

16.

% African Devalopment Bank

w

Design and Implementation
Scope of institutional support of Technical Assistance (TA)

Limitationx

slimited in scope- project orientated

» focused on *public utility/executing agency’ needs

* piece meal approach, no comprehensive need
assessment study, n¢ consideration for public/public or
public/private partnership to capitalize on limited
resources

«not well structured (lacked motivational and incentives
mechanism to enhance corporate norms)

*not well supervised

-funds sometimes diverted to engineering components

®: African Develonment Bank

« applied its credit leverage in 1970s and early 1980s - imposing
conditionalities on Governments/Executing Agencies to take
appropriate measures for institutional improvements and
financial viability- tariff increase, reduction in receivables, un-
accounted for water (UfW), etc

stechunical assistance for recruiting external experts, on the job
and external training . provision of logistical services, studies,
institutional reforms in late 1980s and 1990s

17. 18.

% African Deve

& African Development Bank lopment Bank

Outcome and Impact of TA Was TA sustainable?
Positive Aspect
sstudies help develop Bankable profects, which second . :
udies hielp develop Bankable projects. whi Not sustainable, mainly because:
generation prajects were based upon
transteried ski 5 facal © g aft .
t”"“’f rrren skill to FU(“?I ‘ "mmj"'l part staft o -most entities Jack autonomy- not run on commercial lines, no
screation of and equipping Project Implementation Halts corporate norms even iu those reorganized to operate as a
beiped to implenient projects corporation or company. Therefore:
=stock of naticual experts even if there was staff turnover *poor management and financial performance

from the targeied entity spoor service delivery and poor O&M
shelped in the develupment of local consultants { consulting *Lack of stakeholders Involvement and participation of
communities- $0 no ownership

firms and individoal censultantsy scapacity building ot iustitutionalized
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19.

% African Developmen( Bank

Recent Development Recent Development (con’t)
e e p Regional Member Countries (RMCs)
Recent Inltlatlves » improved euabling enviroviwent- god governnece,
The Bank Group public sector reforms, participatory development
=adoption of a new Vision Statement- mainstreaming cross
cutting issues- poverty, gender, environmest, pubdic/private sirave preparad or are propaving Policy for iotegrated
partnership and stakeholders and commupnity participation i S ater Resourees Mianagemaut
project/program frow inception throuygh monitoring and
evaluation stages sdecentinlization of public sarvices o Incal authoriies
<sdoption of lutegrated Water Resonree Managenient Policy
sstrict application of logical frameworks *encourage arivate sector participation
=allocation of adeqnate resources for more superyvision with
appropriate skill mix smainstreumiog cross-cutting issues in project
sactively participated in Africa Water Vision for 2000 desizn, implemes tation, eperation and evalnation 0
21, 22.

W African Development Bank

KEY ISSUES

«The need to review donors funding priorities and
product lines to effectively assist RMCs in their

decentralization efforts GENERAL LESSONS AND

*The need to effectively implement the policy of _
Integrated Water Resources Management in line with RECOM MEN DA I'IONS
the Mission Statement of Africa Water Vision 2000
*The need to effectively enhance public/public and
public/private partnership and participatory

#  African Developmert Bank

approaches for resources mobilization and service Included in the document
delivery improvement- play their catalytic role distributed
cffectively

*Pricing issues: the need to strike appropriate

balance- cost recovery/affordability

21 22

% African Development Rank

Some Country Experience-
Lessons and Good
Practices

-Ethiopia
-Kenya
-Morocco
~-South Africa
-Uganda

Included in the document
distributed
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