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Abstract

The experience in Rural Water Supply shows that only counting on government and international donors is not enough to build sustainable Water Supplies. 

Development should start in the community; the community needs to be aware of its needs. This is why the base of this thesis is Community Management, an approach that gives the community the tools to improve their quality of life themselves.

The lack of finances and specialized skills brings into view the Private Sector; is this sector really only bad news, or can it bring something positive to a community, which is in charge of their own development?

The Private Sector options were tested against the conditions that are needed to make Community Management work. Can the Private Sector work in an environment where the community has al responsibility and needs to have access to all the available information? Can the Private Sector give the control out of hands?

This study shows that the small emerging private companies are very good at working together with the community under their conditions, but this group will need external support for education and management issues.

The more professional private sector will need assistance to be able to work under the conditions of the community, but this group has all the skills available to manage a project.

The conclusion of this study is that Community Management and the Private Sector can work together, but that many conditions need to be in place. The community will need all the back up to be able to make proper appointments with the Private Sector, this is in a legal, institutional way. A lot of capacity building needs to be done as to make sure that in a physical way the community has the support it needs.

Local emerging private companies also have a need for support, there should be a back up for them too, to make sure the company doesn’t fail after a set back or two.

After all, the Private Sector can improve the lives of people in rural areas through generation of income, increase in employment.
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1 Introduction

1.1 Background

Half a century of efforts by WHO, UNICEF and other international organisations to improve water conditions around the world have contributed to global awareness, the establishment of international programmes and the strengthening of institutions. In the 1990’s this afforded improved water supply for more than 800 million people. However, despite the intensive efforts of many institutions at the national and international levels, nearly 1.1 billion people still remain without access to improved sources of water. As a consequence, 2.2 million people in developing countries, most of them children, die every year from diseases associated with lack of safe drinking-water, inadequate sanitation and poor hygiene. (WHO/UNICEF/WSSCC, 2000 TA \l "WHO/UNICEF/WSSCC (2000), Global Water Supply and Sanitation Assessment Report" \s "Global Water Supply and Sanitation Assessment Report, 2000" \c 9 ) 

During the 1990’s, water and sanitation professionals reached a global consensus on a new approach to RWS. This approach is based on mainly two principles that were endorsed by the Nordic donor community at the 1992 International Conference on Water and Environment in Dublin. 

The Principles are:

Water is an economic as well as a social good and should be managed as such;

Water should be managed at the lowest appropriate level, with users involved in the planning and implementation of projects.

Managing water as an economic good requires careful attention to consumer demand, in other words, to the quantity and quality of water that consumers want at a given price.

Demands for community water supply are localised demands. Therefore managerial decisions about levels of service, location of facilities, cost recovery and O&M should be made locally as well. (Sara et al, 1997). 

The above conclusion can be defined as Community Management. 

Community Management builds on long experience of community participation, but goes much further. It puts people in charge of their own water (and sanitation) systems in a flexible partnership with supporting agencies, and a new relationship between them.(IRC, 2001 TA \l "IRC (2001) Community Management puts People in Charge: an Introduction on Community Management. http://irc-nt3/irc/themes/management/index.html (accessed 16 July 2001)" \s "IRC, 2001" \c 8 

 TA \s "IRC, 2001" ) 

In the late 1990’s, international donors and governments started showing increasing interests in improving cost effectiveness, reducing subsidies and improving levels of service to water users. 

Because of political problems in countries, corruption, management problems it became clear that National Government did not have the political, financial or human capacity to deal with Water Supply in a sustainable way. Donor funding didn’t seem to work either as capital costs for future supplies cost two to three times more per unit than existing supplies (Worldbank, 1992 TA \l "Worldbank, the world Development report 1992: Development and the Environment" \s "Worldbank, 1992" \c 9 

 TA \s "Worldbank, 1992" ). 

The Worldbank (Hodgkin, J. et al, 1989 TA \l "Hodgkin, J., Roark, Ph., Waldstein, A. (1989) Approaches for Private Sector Involvement in Rural water Supply Systems, WASH Technical Report No.57" \s "Hodgkin, J. et al, 1989" \c 9 

 TA \s "Hodgkin, J. et al, 1989" ) became supportive to introduce privatisation into development to partly, or completely hand over responsibility of development activities to a private company. There was a lot of consensus on involving the Private Sector into development, as one of the conclusions was that the most effective use of project funds should be based on a partnership of government agencies, private sector, and the beneficiary communities.

Another advantage (Worldbank 2001) TA \l "Worldbank (2001), Private Sector Development Strategy -Issues and Options- A Discussion Document" \s "(Worldbank, 2001)" \c 7  of involving the Private sector was that it would increase quality and efficiency and open up new markets in the future, which could mean income generation through local employment. Entrepreneurship and markets are critical tools to raise productivity and thus allow the poor not just to have a job or a business, but a progressively better paying one. 

There are many different views on PSP, and even more discussion as was also shown at the World Water Forum, in March 2000 TA \l "World Water Forum, March (2000), Report per Day. http://www.worldwaterforum.net/index2.html (accessed 20 June 2001)" \s "(World Water Forum, 2000)" \c 8 . At this conference, privatisation was at the heart of many discussions. Although it seemed the general agreement that water should no longer be the exclusive business of governments and water professionals, there was less unanimity about what model should replace governmental monopoly.
 

1.2 Problem Statement

Africa has the lowest total water supply coverage of any region, with only 62% of the population having access to improved water supply. The situation is much worse in rural areas, where coverage is only 47%, compared to 85% coverage in urban areas.

It is predicted that Africa will face increased population growth over the coming decades. As a result, approximately 194 million people in rural areas will need to be provided with access to water supply services if the international Vision 21 universal coverage target for 2015 are to be met. 

According to an assessment done in 2000, it appears that future needs for rural services may continue to be the most difficult to meet.

(WHO/UNICEF/WSSCC, 2000 TA \l "WHO/UNICEF/WSSCC (2000), Global Water Supply and Sanitation Assessment Report" \s "Global Water Supply and Sanitation Assessment Report, 2000" \c 9  TA \l "WHO/UNICEF/WSSCC (2000), Global Water Supply and Sanitation Assessment Report" \s "WHO/UNICEF/WSSCC (2000), Global Water Supply and Sanitation Assessment Report" \c 9  TA \s "Global Water Supply and Sanitation Assessment Report, 2000" )
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: Coverage RWS in Africa, Latin America, Asia

The coverage can be improved by using a demand led provision of discreet household level technologies and community technologies to overcome the O&M problems which had led to up to one third of systems being out of order in the past. The approach requires continuing support and there is a high potential for increased Private Sector involvement through provision of spares, repairs and extensions to community managers in addition to the transfer of many water points from community to private household management. (Franceys, 1997)

This study will focus on Community Management in the Rural Areas in Africa and how the Private Sector can be involved in a Community Managed situation. TA \l "Franceys,R.(1997) Private Sector Participation in the Water and Sanitation Sector, Occasional Paper No.3, Department for Internationale Development)" \s "(Franceys, 1997)" \c 11 
1.3 Aims and Objectives

How can Community Management and the Private Sector work together for sustainable water supply in the future? 

This study will be done through a literature study only.

The line of this report will be to first find out what the strengths and weaknesses of Community Management are. The conditions for having Community Management will be outlined.

The next part will be to study the different Private Sector options and what their strengths and weaknesses are. 

A matrix will show whether it is possible for a Private Sector option to work under Community Management conditions or whether external assistance or special arrangements will be needed.

In the last chapter recommendations will be given on how to use the Private Sector in a Community Managed setting.

2 Community Management

2.1 What is Community Management?

Community Management means that communities take on more tasks and responsibilities, relieving agencies and routine management and maintenance duties which can then be used to reach more communities. Management of RWS by communities themselves has been promoted for quite some time. This is prompted by the inability of governments and local authorities to maintain and manage each and every system in the country. ( TA \l "Bolt, E., Fonseca, C.(2001) Keep it Working- A field Manual to support Community Management of Rural Water Supplies, Draft - IRC" \s "Bolt, E. et al, 2001" \c 12 Bolt, E. et al, 2001 TA \s "Bolt, E. et al, 2001" )

For agency staff, the work is both more challenging and more satisfying. For communities, greater control means that services can be developed which more fully meet local needs. It is most successful when there is strong government support. To look after their own water systems, communities need to operate in a legal and administrative framework, which encourages rather than inhibits their operations. Government commitment needs to be backed by policy and legislation, and by reallocation of resources to favour the Community Management approach. 

There is no fixed formula for Community Management. Relationships among partners may change and evolve, as communities become better able to manage their own affairs.(IRC, 2001 TA \s "IRC, 2001" )

Moreover, different extents of Community Management are sometimes feasible, though, sometimes not, then requiring more formal management options involving small Private Sector companies.
 (Livingstone, 1994)
2.2 Why Community Management?

Experience in many developing countries shows that even the best run water agencies cannot successfully implement, operate and maintain a network of widely dispersed water systems without the full commitment of the users. Despite the best endeavours of central agencies, staff, transport and budgets become over-stretched, leading to broken down systems, dissatisfied consumers and demoralised agency personnel. However, agencies, which make the transition from being providers to facilitators of communities, can divert resources currently swallowed up in the provision and maintenance of inefficient services and use them to bring greater cost-effectiveness and more widespread and sustainable benefits. Reducing the need for reconstruction or rehabilitation of broken down systems means more satisfying and more productive work on new schemes. (Lammerink, 1998 TA \s "Lammerink, 1998" )

From the community’s point of view, Community Management brings empowerment to the community through education, rights and therefore the possibility for the community to take action in developing their community. 

2.2.1 Strengths of Community Management

Supporting a more prominent role for communities as managers of improved water supply has several advantages. It can lead to greater efficiency in system performance, improve cost-effectiveness for both communities and agencies and has better prospects for the long-term sustainability of water supply. systems.(Lammerink, 1998 TA \s "Lammerink, 1998" )

Efficiency and cost-effectiveness are shown in the case study of Senegal, where Community Management works well. Two people are employed to sell the water at the water points, they are paid a small salary by the Water Committee, because every one is aware that if the sales persons are overpaid, the system will fail in the end because of lack of finances.

Box 2.1: Strengths of Community Management

· Sustainable, more efficient, independent water supplies

· Cost-effectiveness for community and agency

· Empowerment of Communities

· Spin-off from WS projects to other projects

· Income generation

Community Management projects have a chance to be sustainable, because the people are motivated to be involved in the project and see the benefits of the system, as we can see in the case study in Senegal. The reason for this motivation can be, like in Senegal severe drought in the past, or a broken down system because of misuse of the funds. People learn from these experiences and will try a next time to do it better. 

Of course, there are other communities where motivation alone will not make the community work together and have a sustainable water project. Why doesn’t it work like this every where? Because there are certain conditions that need to be in place, otherwise this approach has certain weaknesses that can make Community Management very vulnerable.

Box 2.2: Conditions for Community Management

· Communities need all the information needed to make informed decisions, for example about service levels, when tariffs are to be set, when maintenance schedules are to be developed or when a choice has to be made to repair or replace something;

· Communities need to know how to deal with different interests and conflicts among themselves, for example when some people are better capable of paying a certain tariff than others, when the protection of a water source requires someone to give up part of his or her land or when a neighbouring community wants to use the same source;

· Communities need to know how certain management tasks can be delegated, for example to a water committee or a private operator, how to monitor and how to set up rules to ensure transparency;

· Issues about ownership and delegation of responsibilities need to be backed by legal arrangements; for example if a water committee first needs to ask the local authority permission, the responsibility remains with the local authority instead of with the community.

· Communities need easy access to technical and managerial support and to spare parts for maintenance and repair; as rural communities are usually located in remote areas and don’t have easy access to transport.

· There needs to be availability of good leadership within the community. Without leadership, no-one wants to take responsibility for actions and nothing will happen.

· Communities need to have access to financial resources, through their own efforts but also through government.

(Lammerink, 1998 TA \l "Lammerink, M.P.(1998) Conditions for Good Community Management Community Development Journal VOL.33 NO.4" \s "Lammerink, 1998" \c 13 ) 

2.2.2 Weaknesses of Community Management

But still, even when these conditions are in place, there will be weaknesses. To make Community Management work, it needs the support from all stakeholders. If some prefer to use this approach for their own benefit, it will not work. We can see that there are certain threats too in the case study of Senegal; not the whole village is serviced at this moment , and the occasional conflict breaks out at the water points. The community is aware of these problems and uses part of the income from water sales to extend the water system. This will solve the first problem and also (part of) the second problem because they are related . This shows that threats can be solved.

Regulatory and Policy weaknesses:

· The principle is accepted, but before the institutional and regulatory mechanisms are put in place, a lot of time is lost before new objectives can be achieved.

· There are some politicians and government officials who find it convenient to shift responsibility for the provision of service from themselves to the community level. The needed political will is not a part of this shift of responsibilities.

· National Water Policies can hinder development. 

Institutional weaknesses:

· Engineers and technicians are usually not multi-disciplinary.
 

· When it comes to financial management, there is still a tendency to have the community involved in a process, which is driven from the outside. 

· Different interest groups in one community struggling over resources so that a lot of work has to be devoted to solving conflicts and starting negotiations.

Power related weaknesses:

· If leadership is too dominant in a community, and the leaders want to pull all the strings of community life, this can work counterproductive.

(Abrams 1996 TA \l "Abrams,L.(1996), Africa Sector Review - for Water and Sanitation Collaborative Council" \s "Abrams 1996" \c 9 )

Technology weaknesses:

· Poorly designed scheme -> inequality in water distribution

· No Appropriate Technology; levels of service not according to community’s wishes

(Tayong et al 1999)

General:

· Culture, religion, gender or economic interests can divide communities, hampering efforts to encourage them to manage their own WSS. 
· Community Management works better in countries where there was no government support at all. In countries where the government made certain promises to provide the communities with infrastructure, Community Management is not as successful.
(Tayong et al, 1999)

A lot of the weaknesses can be dealt with just by giving the process more time; others can be dealt with through training and education of all stakeholders involved (National to Local Government, Engineers, NGO’s, Communities) or by private sector involvement.

3 Private Sector Participation

3.1 What is Private Sector Participation?

Private Sector Participation is an approach where the Private Sector, which  is the sector that is not a part of Government, takes on the implementation or management of a Water Supply Scheme. This can mean construction of a part or complete scheme, or the selling of services of a Water Supply Scheme or the Operation and Maintenance of a Water Supply Scheme. 

Three terms have been used to describe these forms:

Privatisation

This term was commonly used towards the end of the 1980s to describe the increase in private involvement; in this paper it defines the full hand-over of assets to the private sector.

Private Sector Participation (PSP)

PSP refers to the role that the private sector can play in the delivery of services. There are varying degrees of private sector involvement from mini-contractors to service contracts. 

Public-Private Partnership (PPP)

PPP acknowledges the key role that both the public and private sectors have in service provision. The term emphasises the need for partnership to maximise the benefits which both sectors can contribute.

PSP and PPP have been used by some authors to describe the same arrangements. 

In this document Private Sector Participation will be used, not ignoring the fact that government has an important part to play too.

3.2 Why Private Sector Participation?

In rural areas there have been countless high cost failures in the use of inappropriate technology, over engineered and over supplied without regard to actual demand or willingness to pay. (Franceys, 1997)  TA \s "(Franceys, 1997)" 
The Private Sector is an important factor in Water Supply, because it is clear that the Private Sector could have a positive impact, considering the financial input into an area, expertise and competition to keep the prices as low as possible and employment for local people. It could increase the sustainability of projects, if used in the right way.

Donors have their own expectations towards RWS. Within their conditions there are usually demands for restructuring the public utilities, and also to promote decentralisation and privatisation. 

This is also why privatisation should be considered for RWS. It is the reality that if a donors’ wishes are ignored, funding will stay away.

The task in the sector is to find the most appropriate forms of PSP and competition, regulation and contract monitoring which make it in the private companies best interests to produce the desired way with the desired benefits. 
3.2.1 Strengths Private Sector Participation

The Private Sector, because it can avoid political interference, is presumed to be able to use all the techniques of the new managerialism in order to generate profits. 

It is more performance oriented and customer focused in order to be better at generating revenue; it invests more wisely because of the need to generate cash from new investment; it has better (cheaper) resources of capital because it can be trusted to repay; it has better managers because it pays more, not being constrained by government salary scales; it is better at motivating staff because it can fire and hire 
and use pay and bonuses in a flexible way; it has better management through focusing on more limited objectives; and it is driven by an underlying survival mentality which produce continuous improvement so as not to lose sales or a contract to the competition. (Franceys, 1997) The Worldbank (Solo, 1998)  TA \l "Solo, T.M (1998) Competition in Water and Sanitation Public Policy for the Private Sector Note No.165 – Worldbank" \s "Solo, T.M (1998)" \c 14 also did research about this and agrees with the above.
This paper focuses on urban areas, but it can be assumed that people in rural areas have or can develop the same skills as people in urban areas.

Box 3.1: Strengths Private Sector Participation

· Financial Injection into rural areas

· Cost efficiency through competition

· Flexibility

· Expertise

· No political influence or conflicts 

3.2.2 Weaknesses of Private Sector Participation
This idealistic view of private sector management has to be tempered by the equally common view that private companies are profiteering, self-serving undesirables who will corrupt any regulator to deliver the lowest quality/product service they can get away with for the highest possible price, focussing only upon the high income of consumers, never investing their own money whilst running down any assets that a government has been unwise enough to entrust to them. 

PSP is also seen as threatening the needs of the poorest. However, because many of the poorest are already buying from private vendors at higher prices due to the failure of the public organisation, in a privatised system that achieved the necessary service coverage prices paid by the poor would come down and the services they receive should improve.

Box 3.2: Weaknesses Private Sector into RWS

· The private sector is only interested in the high-income areas and doesn’t want to focus on poor areas. 

· It is very difficult to privatise water, as it is a natural monopoly. 

· Communities are not consulted by contractors (or where they are it is superficial in order to fulfil the letter of the law with regards to their contracts), there is little notion of "service", and the emphasis appears to be "construct, invoice and move on". 

· A pitfall is that with the reform which was meant to make the water sector more transparent and effective at customer’s needs, some untrustworthy politicians feel like they are losing some of their power, directly or through budget cuts.

· Typical opportunistic behaviour from government representatives intervening in the day to day management of infrastructure services, especially the financial side, are a widespread result of ineffective reform. This effects the sector drastically by preventing adequate investments in service maintenance and expansion, affecting the price of service and its reliability.

· For local contractors it is important to be paid on time, a constant flow of funding is therefore very important

· Centralised tendering can be difficult for local contractors because of a lack of capacity to plan and cost tenders. 3
· The reluctance of financial institutions to provide credit is another main difficulty for emerging contractors3
A competent contract and an appropriate level of regulation should reduce many of the risks. 

Other criticisms can be reduced by using an appropriate level of PSP, appropriate technology, decentralising tender procedures, competition and contract monitoring which make it in the private companies best interest to produce in the desired way with the desired benefits. 

Simplifying contracts is a possibility in countries with limited administrative capacity.

PSP could be seen as an expensive way of replacing a failed public sector manager but if the alternatives are to continue that failure, then the cost is not so high.

If the desired efficiency gains are met by using fewer staff and fewer resources in order to cut costs, it can in the end be less expensive overall. 

3.3 PSP options for RWS

The above weaknesses are a generalisation of the private sector. PSP can take very different shapes: A contractor contracted by an NGO or local government doing a part or complete project implementation can be one, but a mini-contractor being contracted by the community to do the operation and maintenance can be a different form. 

Not all PSP schemes are applicable in RWS. The options are shortly described in the appendices and discussed in the following table. In chapter 4, the options will be discussed in a more detailed way in connection with Community Management.

4 Community Management and PSP

How can a Community that manages its own schemes, work with the Private Sector? To find the answer to this question, the above information of Community Management and PSP options needs to be carefully combined and studied.

4.1 Conditions for the PSP options under which they can play a role in a Community Managed system.

What are the conditions the Private Sector has to comply with if it wants to play a role in a community managed system?

In Box 2.2, page 5, we can see the conditions needed for successful Community Management. These conditions have to be accepted by a private company, if the company wants to be involved in a community managed setting. The following matrix gives a view on what the conditions are and what can and can’t be expected and where special arrangements are needed, or external support to make that PSP option possible to work in a Community Managed situation.

The options looked at are:

Community-Contractor: 

A Community forms a Community Based Organization which carries out particular tasks in the area. 

Mini-contractor :

A small scale contractor which carries out tasks for the community or local government.

NGO “not for profit” partners and contractors:

An external organization doing projects for or with a community that range from water supply schemes to institutional development.

Suppliers:

Shops in the area that are also suppliers of equipment used for a Water Supply Scheme.

Contracting-out, services contracts

At a small scale, this is a small contractor who sells/manages services, like the operation and maintenance of a water supply. An agreement/contract is needed to be able to check whether objectives and performances are met.

North-South Private Sector Partnership

A partnership between a Northern supporting Private Company and a Southern to be set-up Private Company.

More detail can be found in the appendices and further on in this chapter.

4.2 Comparison of the PSP options and their applicability with Community Management

The Private Sector options can be divided into three divisions: 

1. Private Sector emerging and working in the local area. These businesses don’t have much experience, and are very vulnerable. The community contractor and the mini-contractor, suppliers and the contracting-out/services contracts option are a part of this group. In a community managed setting, this option can be a very good option, the community is organized and therefore a good environment for small businesses to emerge. In a community that is not organized, it is harder because conflicts can easier develop and the community is not able to deal with them. 

Non-payment can be one of the results and from there failure of the mini-contractor. 

The contracting-out/services contracts option will become more complicated in time, it will need more knowledge and skills and professionalism from the private company, therefore this option is also a part of the third group.

2. NGO, these organisations work not for profit, therefore they are a valuable intermediary in many cases, as they also tend to be multi disciplinary. NGO’s can be of assistance in situations where a private company is involved in a community. The NGO can assist with setting up the contractual agreement or with the training of the community on how to deal with the Private Sector. The NGO can also assist the emerging private company with tendering procedures.

3. The Private Sector, not from the area, very professional and skilled, taking up the larger projects, only under their own conditions, as to be able to be profitable. The more developed Contracting-out/Services contracts option, contractor and North-South Partnership options are a part of this group.

Contracts are the base for agreements with this group, which can be difficult for a Community that is not experienced in legal issues.

For every PSP option, it is important that Community Management is legally acknowledged, because if anything happens in the future, the community will have the powers to take legal actions. The table shows whether the Private Sector can play a role in achieving this, not whether it is important for the Private Sector to get involved.

The registering of the community can be done with the assistance of a local NGO or local government.

All three groups have different characteristics and need to be dealt with in a different way. All of them are of importance for RWS, as they all bring different advantages.

4.2.1 Community Management and Community Contractor

A community contractor could be a good step forward from a community management situation to a more commercial approach. The community can make decisions about how to move forward, how to generate income. Through this Private Sector option skills available in the community can be sold for the benefit of the whole community. 

This can then lead to improvement of the area, with other little companies copying the first one. This brings more money and more development into the area.

This spin-off will need the assistance of the NGO or contractor and of local government to obtain the skills needed to perform according to the standards and how to manage this development in the area. 

If the community can organize itself as a community contractor, it shows that organisational structures are in place. With this community contractor option, the information is with the contractor but is also within the community. If the Community Management system and the community contracting starts in the same period, there is not much experience within the community, then external support will be necessary from an NGO or local Government.

4.2.2 Community Management and Mini-Contractor or Supplier

For a mini-contractor or a supplier to start its business, good institutional structures are not really necessary, because the mini-contractor or supplier can do business with individuals. The decision making lies automatically within the community, as the Mini-Contractor is locally employed and the community chooses to buy from a supplier if the suppliers’ products are attractive enough.

With this option, little external support is needed, the only support which is important is the supply to the supplier for spare parts, tools, equipment. 

This option can also help other projects to spin-off, other Mini-Contractors will emerge, which is good for the wider area, development and wealth will increase.

For the Mini-Contractor to be successful, it can be an informal contract with the community. 

Community Management is a good environment for this small company; because if there are internal unbalances, this could lead to non-payment for services.

4.2.3 Community Management and NGO ‘not for profit’ partners and contractors.

One of the more traditional options. NGO’s have been the main partner for communities for a long time. NGO’s are always involved in the latest developments and were also involved in setting up Community Management since it was the new strategy of many governments. This is also why NGO’s can be the right partner for a community managed situation. They can assist where ever this is needed. Seeing the community as their client is not a problem, because the NGO advocated it initially.

NGO’s can also play a role in setting up other PSP options in the community, give the external support needed, for example by setting up the mini-contractor.

Contractors can play  the same role as NGO’s, but because a contractor is interested in making profit, the community needs to be clearly informed about how to deal with a contractor; their contractual agreements are usually more complicated then the contracts a community has to deal with. Therefore a partnership between an NGO and a contractor would be a better option. 

The only time when an NGO will need external support to increase sustainability chances for a community managed project is the availability of spare parts, the manufacturer and trader will have to give that external support.

4.2.4 Community Management and Contracting-out/Services contracts

This option is a little bit more complicated than the former ones, as this option involves services that continue over a certain period like the management of water supply and the cost-recovery. Performances have to be measured as to ensure that the services are at the promised level.

The community will need to make the decision if this is a good option for their community and therefore will need all the information necessary to make that decision. External assistance will be needed to inform the community about this option, what contracts can be set up, how to supervise this company. Training will be needed in management, delegation, monitoring skills.

4.2.5 Community Management and North-South Private Sector Partnership

This option is the most “dangerous” one, the one leading to most criticism, like they only want to “construct, invoice and move on”. It is also the most complicated and will need external assistance from the beginning, from the moment the community makes the contact with the Northern Company. This option can only work if the Northern Company is interested in the area where the community is located. If the company cannot see it work, because of  a lack of a market where to distribute, there is nothing the community can do. If the Northern Company does see possibilities, the Northern Company must take on a participatory approach towards the community; the company will have to make important changes in their strategy. The community will need all the information necessary to make informed decisions; which might be a problem to the company because they are not used to sharing all their information.

If a community wants to get involved with companies like those, an intermediary like an NGO can be necessary to assist the community with their rights as customer. 

5 Conclusion and Recommendation

Community Management and the Private Sector can be one of the solutions to sustainable RWS. 

Community Management is the base in many cases where decentralisation
 is part of the national development programme. With a decentralized government the lines of communication are  shorter, access is easier available to local communities. This is important for the communities that will need support in many ways. They need support to gain the skills that are needed to manage local issues themselves, like management, dealing with institutional issues, finances and administration. And communities will need ongoing support for technical and managerial aspects, especially when the Private Sector is involved with a community.

The Africa Sector Review (Abrams,1996 TA \s "Abrams 1996" ) observed that there is a general acceptance that the engagement of communities at grass root level was a key to success and sustainability of development programs. 

This shows that there is willingness to make Community Management work. 

5.1 Legal and Political issues

Policies that need to be in place to support PSP in Community Management should include: 

· Setting standards such as what is considered as basic minimum service levels of quantity per capita per day, maximum cartage distance and minimum quality.

· Financing policy such as the levels of community contribution, the mechanisms of donor financing and the operation and maintenance financing.

· Policy for mechanisms for communities to contract-out to the Private Sector.

· The institutional framework of the sector, clarifying the roles of central, regional and local government.

· Evaluation and monitoring criteria and mechanisms as well to use for the Community , as well as to use for the Private Sector.

Once these policies are adopted, there will be space to start developing plans and programmes that include the Private Sector in a responsible way.

Policy on its own is of limited value without the political will and the resources to implement it, but plans and strategies without policy tends to be haphazard and subject to the changing fashions of the development and donor agencies. (Abrams, 1996) TA \s "(Abrams, 1996)" 
5.2 Institutional Issues

To give PSP an opportunity to improve RWS, institutional reform is necessary.

One of the aspects would be to become clear on the different decision making mechanisms and to increase the public sector ability to provide the service, socially and economically.

Other aspects are:

· Encourage Community Management with technical external assistance when needed.

· Encourage local entrepreneurship and give support to set up businesses.

· Set up maintenance schedules to prevent and early detect problems and have technical assistance available at the local level and if needed at local government level.

· Making optimum use of existing retail outlets and distribution channels, strengthened where necessary, to assure the accessibility of spare parts, tools, and materials for the operations and repair of WS facilities.

5.3 Capacity Building 

Capacity is one of the major problems that many countries have to deal with.

If we look at the different levels, capacity building should take place as follows:

Communities

· During the formation of committees, accountability of the community leadership needs to be formed. This can be done by involving the community in the process and raising awareness that the role of the committee is important for the well fare of the project.

· The committee needs to be trained in planning, accounting, administration, monitoring and control.

· The committee should be able to deal with the formal sector like banks and the Private Sector.

· For supervision over the Private Sector, management, delegation, monitoring, technical administrative and financial skills should be available in the community.

Local Governments

· They should be able to select, monitor and review projects in the area where they use participatory approaches, as to obtain a connection at same level with communities.

· Local government needs to have enough capacity to be able to support the community with legal and institutional issues.

Intermediary organisations (NGO’s)

· These organisations often play an important role in strengthening community’s capacity. NGO’s should therefore have all the knowledge available that is important for communities to strengthen their capacity.

· They need to be able to support communities in their interventions with the Private Sector.

· Assisting local entrepreneurs in setting up their business and tendering procedures should be part of their role in the case where local government does not have the capacity.

Private providers (contractors)

· Contractors can be involved in projects, they need to be trained in capacity building, community participation. As they are not used to working with local communities being the client.

· Local providers need to be trained in management, administration, finances and contractual issues like how to successfully tender for contracts.

(Abrams, 1996) TA \s "(Abrams, 1996)" 
All these stakeholders need their ability to work together to be strengthened – local level platform building. (Patricot, 2000 TA \s "Patricot, (2000)" )

In addition, at a national level the necessary enabling legislation, clearly defining the roles and responsibilities of local and districts/municipal level actors must be strengthened.

6 Appendices

Appendix I: A Case Study from Senegal – Community Management  TC "Appendices" 

 TC"Appendix I"\f 
Before 1991, the women of Diass suffered water shortages. In this Area of 2000 inhabitants all water sources had dried up; the women were forced to to travel long distances to get water.

In 1993, a Chinese financed borehole was built.

The local authorities witnessed the election of a 6-person management committee. An audit committee helps make sure that the borehole and two water points are managed properly. Committee members (all volunteers) include 4 women, vital to the smooth running of the borehole, as women are responsible for the family’s water supplies. The local authorities retain overall supervisory rights.

A mechanic and two sales people are paid each month from the proceeds of the sale of water. The mechanic remains at the borehole all day, but the sales people only work part-time, when the water is distributed. Their pay is modest, helping keeping the borehole costs low and, therefore the cost of water. Rates are set, with special arrangements for cattle.

In March 1996, the management committee made its first loan to 7 women groups. Each group then redistributed the money to individual members for their enterprises (selling fruit, vegetables, groundnuts). This 6-month loan came with an interest rate of 12%, 6% going straight into the borehole kitty, the other half destined for the women’s group funds. The exercise worked well, loans have been repaid without any problems. The women’s businesses are doing well. The women realize that if they fail to repay their loans, it would be bad for everybody:

· Unless the balance in the borehole kitty is healthy, water supplies cannot be sustainable

· The loans help the women to build up capital.

· The groups can develop as their coffers are replenished.

Threats:

· Not whole village is serviced yet because of erosion problems, creating deep ravines

· Occasional conflicts break out at the water points

New Perspectives:

· Extension to the system because of interest earned from the loans
(Touré,1998 TA \l "Touré,Y.(1998), Boreholes mean business, Waterlines VOL.17,NO.1" \s "Touré,1998" \c 13 )

Appendix I: A Case study from Lesotho – Community Contractor

The Department of RWS  (DRWS) is a governmental department responsible for implementation and maintenance of water supply systems in the rural areas of Lesotho.

In the 1970s DRWS was based in Maseru with limited capacity, but now is in all the ten districts of Lesotho with a capacity to build systems for approximately 100,000 people per year. This expansion was made possible, with the assistance of various sources, mainly international donors.

Over the last ten years the production of new water systems by DRWS has gradually declined for various reasons. The easy accessible villages are already covered.

Funding is no longer available and decline in productivity due to inadequate motivation of staff.

In order to counteract this unsatisfactory situation, the department started in 1996 to develop a new strategy for the future. The main guiding policies are: focus on community ownership and management of the water systems to enhance sustainability of water systems, implementation by the private sector to accelerate on productivity and a changed role for DRWS to facilitator for the rural water sector in the country. The new strategy is now being implemented.

The Government of Lesotho has drafted a new “Water and Sewerage Reform Bill 1999”, which further clarifies the future role of DRWS as a facilitator in the rural sector. The proposed bill places the long-term responsibility for implementation, operation and maintenance of RWS with the “Community Councils” as part of Local Government.

There are village structures responsible for the management of water supply systems including village Chiefs, Village Development Councils, and Village Water Committees.

The Government of Lesotho pays for manual labour for implementation of rural infrastructure such as rural roads, soil conservation works. DRWS has followed this trend in implementation of water systems.

There is a policy proposal that the villages contribute towards the capital costs, to a total of 5% of the estimated implementation costs. The role of the communities under the new bill will be to implement water supply systems in their localities.

Problems:

· It is too early to find any problems. As this system is very close to community management, the same problems could be encountered in this system.

The Impact:

· The productivity has increased from the start of the changes.
(Sepamo,2000 TA \l "Sepamo,T.W.(2000),Co-operation with Small Scale Independent Providers in Lesotho, Water and Sanitation Update" \s "Sepamo,2000" \c 13 )

Appendix II: Characteristics Community Contractors

	Lifetime
	As long as the project lasts. This means implementation, but if agreed, also the O&M of a scheme.

	Benefits
	Control within community; inflow of cash, cash remains within community; empowerment and development; skills enhancing; reduced ill-use or vandalism

	Costs
	Big part of capital costs, needs social development and technical support to set up and train; needs ongoing support.

	Risks
	Can be distorted by local political leaders; can be subject to misuse of funds.

	Partnership
	National to Local Government with Community

	Policy and Legislation needed
	Yes

	Need for ongoing support
	Yes

	Replicability
	Yes 


Appendix III: A Case study from Lesotho – Mini Contractor

Masons formerly employed by DRWS, were turned to “labour only” contractors to enable the department start developing them into small scale contractors. This was a big change for all of the masons, some lived up to the challenge, and some didn’t.

Maintenance contractors are given a two-year contract by district. The contracts are one for handpump systems and another one for other pumping systems. The two-year period is thought to be long enough to give the contractor experience, while at the same time avoiding a monopoly by successful contractors.

The department is still paying the maintenance costs. The policy is that in the future the communities will be fully responsible for the operation and maintenance of the water systems. DRWS is working on developing the capacity locally in districts to have contractors and suppliers in order to facilitate for full decentralisation of services.

Problems:

· One failure was due to the government regulatory system, payment delays were heavily experienced.

· To really use mini-contractors, the tendering system will need to change from centralised to decentralised to give local contractors a chance.

· There is reluctance of financial institutions to provide credit

· Lack of capacity to plan and cost tenders

The Impact:

· The productivity has increased from the start of the changes.
(Sepamo, 2000 TA \s "Sepamo,2000" )

Appendix IV: A Case Study from Ghana – Mini Contractor

In the development and standardisation of training and capacity building for the management of water supplies in the Regions in Ghana in which the Worldbank and DFID are the major donors, a model has been developed of encouraging the creation of registered companies. 

These are usually composed of recent male graduates who train and support community water committees, mainly consisting of older women. 

The companies are often paid by results, in terms of the number of water committees they have trained and whether they are operational; there appears to be no provision for long-term support for these committees. This model is that of introducing the discipline of the market into this rather complex and contentious area of rural water provision, thus avoiding any contact with the local offices of Ghana’s Department of Community Development.

(Dennis, 1998)  TA \l "Dennis,C. (1998) – Privatizing Ghana’s water sector-interested parties and stakeholders, Waterlines VOL. 16 NO.4" \s "(Dennis, 1998)" \c 13  

Appendix V: Characteristics Mini- Contractors
	Duration
	Ongoing if contractor lives up to the challenges of self-employment

	Benefits
	Develops private enterprise skills; money influx into local area; reduced risk if contract failure; development

	Costs
	Training of small contractors required; revolving funds for tools and equipment

	Risks
	High failure rate amongst small business start-ups; inexperienced contractors failing. (Franceys, 1997) TA \s "(Franceys, 1997)"  

	Partnership
	National to Local Government with Contractor

	Need for Policy and Legislation
	Yes

	Need for ongoing support
	Yes

	Replicability
	Yes


Appendix VI: A Case Study from Kenya – NGO partners and contractors

The Kenya Water for Health Organisation (KWAHO) was founded as a direct result of the 1975 Women’s declaration Conference in Mexico concerned about the particular problems of women with the goals of the Water Decade.

KWAHO is an indigenous Kenyan NGO formed and registered in 1983 with the main objective of assisting communities, especially women and children, in reducing the burden of carrying water over long distances and to achieve this with their own participation.

In April 1984, KWAHO with UNDP and Unifem funding became a party to the implementation of the then South Coast Handpumps project which was financed by UNDP and the Worldbank and implemented by the Ministry of Water Development as part of the Kenyan government’s contribution to the International Drinking Water Supply and Sanitation Decade. The role of KWAHO in the programme has been to execute all aspects of community participation and training.

Since 1984 KWAHO has expanded its role in training for community participation from an initial coverage of two locations to the whole district (22 locations). KWAHO has also been involved since 1985 in the implementation of the Kwale Water and Sanitation project together with the central government ministries of Water Development, Health and Culture and Social Services. This programme has been extended to June 1990 and is funded by the Swedish International Development Agency. 

KWAHO has been a successful NGO that truly works from the bottom up with the support of the community.

(Munguti, 1989) TA \l "Munguti, K.K. (1989). Community-level management and maintenance Waterlines VOL.7 NO.4 1989" \s "(Munguti, 1989)" \c 13 
Appendix VII: Characteristics NGO’s and contractors
	Duration
	Depends on the money source and success of the programme.

	Benefits
	Socially oriented; innovative and purpose oriented; effective and efficient

	Costs
	Working costs of the NGO and costs necessary for implementation of programme.

	Risks
	More concerned with NGO agenda than service delivery; tendency to 'capture' by strong leader; inefficiency as businesses, international funding becoming less because of low productivity; bias between conditions of donor and needs of community

	Partnership
	International donor, National or Local Government with NGO and NGO with community.

	Need for Policy and Legislation
	Yes

	Need for ongoing support
	Yes

	Replicability
	Yes


Appendix VIII: A Case Study from Pakistan - suppliers
Afridev handpumps were originally introduced to Pakistan in the late 1980s by ESA’s organizing relief operations for the influx of Afghan refugees to the North West Frontier Province (NWFP). The Afridev quickly became the standard community handpump used in the region. The fighting continues, as does the flow of Afghan refugees to Pakistan.

In this situation there is a significant demand for reliable and affordable handpumps.

The introduction of Afridev handpumps into Pakistan was the result of considerable collaboration between federal and provincial governments, ESA’s, NGO’s and local industry, over a period of several years.

At present, there are five Afridev manufacturers that supply the entire Pakistan and Afghanistan markets, and at least ten traders in NWFP.

In 1995, Abdul Rehman (Noor Electric Store, Karak NWFP) was selling small quantities of Afridev parts from his hardware store on behalf of Local government, Elections and Rural Development Department staff. He says that he had been interested in stocking the parts for some time, but had been unable to find their source until he was asked to carry out some work for a road contractor in the Swabi area. While in the area, he discovered the DACAAR pump factory, and he was soon buying Afridev parts directly from their factory.

He has now been stocking Afridev parts for four years, and he began stocking complete Afridev pumps two years ago.

He buys from three different manufacturers and in March 2000 alone, he sold 19 Indus handpumps, 12 ‘hybrid’ Afridev handpumps and more than 300 Afridev parts from his Karak store (he has also started another five small hardware stores in Karak district).

(Worldbank/UNDP, 2000 TA \l "Worldbank/UNDP, Supply chains A Global Initiative, Water and Sanitation Programme, Spring 2000, http://www.wsp.org/pdfs/global_supplyupdate.pdf/english/activities (accessed 20 June 2001)" \s "(Worldbank/UNDP, 2000)" \c 8 )

Appendix IX: Characteristics Suppliers

	Duration
	As long as there are projects in area for complete equipment and ongoing for spare parts.

	Benefits
	Develops private enterprise skills; some money retained in local area; good development; cheaper products through competition; shorter break down periods; increased chance credit approval to traders

	Costs
	Training of small suppliers required; revolving funds needed for small scale manufacturing tools and equipment

	Risks
	High failure rate amongst small business start-ups; Governments interference through raising taxes; import taxes not levied on government suppliers (therefore unfair competition, stop production of supplier; decrease of demand in area; bad infrastructure (access); Political uncertainty constrains investment by private sector; Lack of access to finance or credit by customers

	Partnership
	International donor, National, Local Government, NGO’s and local industry with trader and supplier.

	Need for Policy and Legislation
	Yes

	Need for ongoing support
	No

	Replicability
	Yes


Appendix X: A Case Study from Tanzania – contracting-out, services contracts
Berege village’s new private RWS system has successfully restored the water supply after the failure of other externally imposed schemes. 

An individual manages and operates the water supply on a private shareholder basis, with the consent of the community and the village government.

Following the failure of the village to address its water supply problems in 1996, Kennedy Masinga approached the village government with an alternative proposal to rehabilitate, manage and operate the water project on private shareholder basis.

Masinga used to be a member of the Water Committee and knows a lot about water policy. Besides this he knows how to operate a grain milling machine, which is similar to engines and pumps.

He also had good contacts within the Water Department, which offers him a good back-up system.

The village government and the water committee approved his proposal in a village meeting and could begin operate the water project.

An informal contract for partnership defines the financial input, expenditure and recovery costs incurred by Masinga.

Guidelines for the distribution of responsibility have been drawn up to ensure that both community members and the shareholder meet their obligations.

Masinga is responsible for all repairs to the pump engine and borehole, and for establishing a financial management system for O&M costs, while the water committee deals with all issues relating to the water supply.

The revenue from consumers charges does not yet fully cover O&M costs, but there is a resistance to increasing the tariffs as they are already significantly higher than in surrounding areas. Still water costs have plummeted under the new system. In addition, employees now have financial incentives: water and pump attendants, security guards, and water kiosk attendants receive regular pay increases.

Problems:

· The reliable supply destroyed the business of the community’s water transporters, resulting in some deliberate engine and borehole damage.

· Maintenance problems because insistence of District Water Engineer to purchase spare parts at specified shop. Parts were often inadequately stocked.

· In addition, specified teams were slow in responding to major breakdowns which resulted in long periods of non working pumps and engines.

The Impact:

· Water use increased to around 25 litres per day

· Spin-off to sanitation project because of health improvements

· Rehabilitation of the health clinic

· Increase of population density, people moved closer to the water source.

· School attendance increased

· More time available for women

· Better efficiency in using donkeys; this led to increased food production

· Extension to the water supply project

· News spread to neighbouring villages, the programme has been replicated.

· More interest from donors for the village

Touré, (1998)  TA \s "Touré,1998" 
Appendix XI: Characteristics Contracting-out, services contracts
	Duration
	One or two years in bigger contracts, at a small local level usually negotiable between the partners/stakeholders.

	Benefits
	Develops private enterprise skills; money retained in wider area; helps larger organisation (local Government) focus on their core tasks and improve management; promotes competition through several small contractors undertaking similar tasks; modest potential gains in efficiency; simple forms of contracts that are easy to understand; if performance or contractual problems occur it is relatively easy to revert to in-house management or to retender;

	Costs
	Supervision; regular retendering (every three years)

	Risks
	Set up of performance standards for the service provided to the customer can be source of conflict; scope for harnessing the managerial skills of the private sector is very limited because of small scale of work; serious risk that contractors will only be able to compete on the basis of the cost of their labour – leading to very low wages and low skills. 

	Partnership
	International donor, National, Local Government, NGO’s and local industry with trader and supplier.

	Need for Policy and Legislation
	Yes

	Need for ongoing support
	Yes

	Replicability
	Yes


Appendix XII: A Case Study from Vergnet – North-South Private Sector Partnership
Vergnet SA, a French company specialised in alternative energy, has helped create local companies working on water and energy supplies in rural areas. These local companies, managed by technicians, former civil servants or private sector workers, determined to have their own firm and following Vergnet SA’s development ethic, have been mainly created through necessity. Traditional distribution networks, carried over from colonial days, have disappeared, leaving a gap only partly filled by an “informal” network, which lacks a back up service. Since the first one was created 6 years ago, there are now 13 companies, with 65% to 95% African Capital, making profits.

In order to reinforce the back up service policy which has been the determining factor to its success, Vergnet SA has had to depend on the locals to:

· Control the pump installation by rural technicians

· Carry out civil engineering work

· Ensure the spare parts distribution through a decentralized network of outlets, as well as the training and supervision of local technicians

· To assess any improvements on the components before distribution, through field tests.

Important notes:

· Companies created by dynamic African contractors can only become viable if supported financially and technically in their first year

· Financial support can’t be driven by African banks due to high interest rates and considerable guarantees needed. This is the main handicap to creation of companies in Africa.

· Vergnet SA participates financially in the new companies investments and covers the working capital needs, as well as ensuring a trading and management control over at least the first year.

· Technical back up is also necessary. In most African countries the market of the pumps can’t cope with manufacturing and its consequences, quality control or even research and development, all of which are indispensable to the improvement of a new product.

· Vergnet SA provides the technology adapted to the technicians of the African firm. This help is particularly relevant to the research and development part of all programmes.

· International sponsors, such as public or national structures cannot directly provide this financial support, not being used to dealing with industrial problems. And they can’t stay involved with such expanding firms on a long term basis.

Impact:

· 13 African companies have been created in this way, thanks to dynamic partners. Vergnet SA originally agrees to pay a living wage to the managers and employees for the first three years. After these three trial years, if the firm is still not viable, the project is given up. Out of twelve subsidiaries created, all of them managed to become viable within the first year. The thirteenth company became viable in the third year. 

· Diversification helps the companies grow. Within the companies there are now structures with the technical know-how to install both in main water and energy programmes. Some companies are even thinking of expanding to other fields like agriculture.

· A local added value which is about 40-60% of the global cost of a pump installed in a borehole.

· A network of more than 120 outlets now supply Vergnet spare parts as well as some other products.

·  More than 2000 technicians were trained to maintain pumps and work together in Africa’s only technical network on maintenance of development tools in rural areas. 
(Vergnet, 1996)  TA \s "(Vergnet, 1996)" 
Appendix XIII: Characteristics North-South Private Sector Partnership
	Duration
	Around three years, which depends on the Northern company and their conditions.

	Benefits
	Develops private enterprise skills; money retained in wider area; helps larger organisation (local Government) focus on their core tasks and improve management; affordable prices because of large distribution area; potential gains in efficiency; support until company is viable; employment growth in area

	Costs
	Setting up of companies, training of employees, delivery of products, living cost wages of employees over the first three years

	Risks
	Failure of the company after the contractual period

	Partnership
	Northern private company with local private company.

	Need for Policy and Legislation
	Yes

	Need for ongoing support
	Yes

	Replicability
	Yes


Appendix XIV: PSP options for RWS

Community Contractors

Community contractors represent the coming together of (normally) low-income consumers, all residing in the same area, to form an organisation which carries out particular tasks in that area. This 'contractor' can, for example, lay a pipe distribution network to serve their area and then perhaps sell the water through it. (Franceys,1997)  TA \s "(Franceys, 1997)" 
Payments can be done by a governmental institution, as was done is Lesotho. The community-contractor was used in Lesotho to speed up delivery through decentralisation to the lowest level: the community. 

Mini-Contractors

Small scale contractors, whether individual artisans or cooperative groups have an important role to play in, for example, building latrines, selling water through kiosk or per bucket, or producing latrine slabs. The financing can be done through the local beneficiary, community or government. (Franceys,1997)  TA \s "(Franceys, 1997)" 
In Lesotho, mini-contracting was used to increase coverage in RWS; it was initiated by the government, instead of by the community. It shows that mini-contracting can be a very useful approach to using the private sector, especially if there is sufficient outside support. In this case study the mini-contractors are not necessarily people from the community where they work, although this is the future goal of the project. 

In Ghana, the mini-contractors are recent graduates who train and support community water committees. The mini-contractors are paid by result, by the international donor  who tries to avoid to use government for those trainings.


NGO ‘not for profit’ partners and contractors. 

Non Governmental Organisations, which usually develop to promote particular values or assist specific groups of people, act as private voluntary organisations, usually without the profit motive. Because of their preparedness to work with a very clear development aim amongst low-income groups on a non-profit basis, NGO's can usefully take on a range of different tasks from social development assistance, through public health promotion to small-scale management contracting of systems, funded through their own sources or by partnering agreement/contract with government agency, international donors or users. (Franceys, 1997) TA \s "(Franceys, 1997)"  

In the Case Study; KWAHO was founded because there was a need for support. They started on a small scale, and because of their success, their scale has enlarged. Their funding comes from international donors like UNDP.

Suppliers

Suppliers are very important in any sector, but especially in rural areas crucial to sustainable development. The distribution of tools and spare parts needs to be in place so that water supply schemes can be maintained. (Franceys, 1997) TA \s "(Franceys, 1997)"  

Usually the distance between supplier and manufacturer is too big. And if there are any suppliers, they usually do not have the appropriate spare parts. In rural areas, it is very important that suppliers have the support needed for them to be profitable. The support needs to come from manufacturers, and from organisations working in the distribution area. If a scheme is being implemented, the system should be constructed with equipment  that is or will be available from that supplier. In the case study from Pakistan, it shows that for suppliers it is hard to find the manufacturer; the manufacturer in rural areas should be a part of setting up the distribution area.

Contracting-out, services contracts

At a small scale this can mean a contract between local government and local contractor to manage a service for a certain period of time. Examples include managing a pump-station, in billing and metering water sales, in operating a treatment works, in maintaining a group of handpumps, in managing operation and maintenance in an area.

(Franceys, 1997) TA \s "(Franceys, 1997)"   TA \s "(Franceys, 1997)" 
In the case study about Berege in Tanzania a villager manages and operates the water supply, as he saw there was a need for assistance. This man had enough knowledge to do this, which is not always the issue.

North-South Private Sector Partnership

A private company, like Vergnet SA,  from the “first world” assists in setting up private companies in a developing country. They assist in setting up the whole network necessary for a private company to function, like training to implement schemes, training to set up and manage a company, market research, production, distribution networks, technical support, financial support. The “northern” company will have its conditions under which they will accept a potential group and how and how long they will support the new company. This system improves the coverage in a whole area if it is successful, and it has less risks then when a local private company tries to do the same. “Northern” currencies are stronger and less sensitive to high inflation. Vergnet has already had many successes in setting up companies, ± 90% of the companies were viable within the first year.

In a community managed setting, a community can choose to ask a Northern company to set up a company within their community. The Northern company could approach a community, or a community can approach the Northern company. Northern company known to them through other projects in the area, or through intermediary like an NGO. TA \l "(Vergnet, 1996) Rural Water Supply Privatization – North South Industrial Partnership To Create Local Companies, VERGNET- Institute for Water Solar and Wind Energy" \s "(Vergnet, 1996)" \c 11 (Vergnet, 1996) 
Multi-mode PSPs

A combination between the different options is possible too. The government in Lesotho supported the set-up of community contractors and mini-contractors to improve the coverage in RWS. The community contractor is contracted to do the main part of implementation and the operation and maintenance of the scheme, where as a mini-contractor can take on the smaller parts of a project, like masonry or building concrete slabs, for which more skills are needed that are not available with the community contractor.

Appendix XV: PSP options NOT for RWS

RWS is very difficult to make profitable.

Smaller-scale PSP is therefore seen as most appropriate for the lowest income groups whereas the more sophisticated leasing and concessions are particularly relevant to the metropolitan areas. As experience with levels of autonomy, forms of contract and the capacity of contractor’s increases with time it is envisaged that the more complex forms of PSP will gradually become more relevant to, for example, the secondary towns. (Franceys, 1997) TA \s "(Franceys, 1997)" 
Management contracts 

The management contractor, for a fixed fee (which might include a performance related element as it is important to specify performance targets), takes responsibility for managing operations and maintenance of existing assets, usually through existing staff. Assets to be managed range from complete treatment and distribution systems to elements of these systems. (Franceys, 1997) TA \s "(Franceys, 1997)"  

Lease/Affermage 

The lessor takes over the responsibility for operating and maintaining an existing system and for collecting the tariffs from which the company makes its profits as well as pay its costs. The government remains owner of the fixed assets used by the lessor and is responsible for investments in new works. (Franceys, 1997) TA \s "(Franceys, 1997)"  

Concessions 

The concessionaire takes over the responsibility for operating and maintaining an existing system and for new investments as and when they are required, paid for by also collecting the tariffs from which the company makes its profits as well as paying its operating costs and repaying its loans. Ownership of the assets remains with the government who could take over operation or pass on to a new lessor at the end of the concession. (Franceys, 1997) TA \s "(Franceys, 1997)" 
BOT/BOOT 

Similar to a concession a 'Build (Own) Operate Transfer' contract is normally used for a complete new segment of the system such as a water source development and treatment works or a waste water treatment works. The private company is paid for the bulk water at a rate which should give them a reasonable profit having taken on the financing and construction risks. (Franceys, 1997) TA \s "(Franceys, 1997)" 
Divestiture 

The water supply and/or sanitation assets and the rights to operate and maintain them in exchange for tariffs are sold to a private company (or consortium) or through a sale of shares or to existing management through a 'buy-out'. There may be a license regulating the authority and responsibilities of the private company which can be time-limited. There may be a Regulator with various duties to ensure compliance. (Franceys, 1997)

Appendix XVII: Decentralisation

Decentralisation

In order to facilitate the devolution of ownership from national government to local government (empowerment of the communities), a process of decentralisation was launched in some developing countries. The objective of decentralisation is to give the decision making and financial freedom power to the lowest appropriate level: the municipality. 

It has been proven to be a positive trend.

The tendency for greater devolution of responsibility and authority is likely to encourage local level activities, although this is not guaranteed. 

One important challenge of decentralisation is that enough authority and responsibility are moved to regional or provincial level and secondly to ensure that the provincial/regional level works with the communities in a partnership and involve them in planning and management of construction systems. There are many examples of Community Management that have a close link with governmental structures. Like in Eritrea, where the Water Committee of a small village is supervised by the Area Development Committee. This is only possible through decentralisation of governmental structures. In Lesotho, (see appendix II and III) the Government has drafted a new bill. The bill proposes to place the long term responsibility for implementation, operation and maintenance of rural water systems with Community Councils, as part of local government. 

Issues:

· A negative consequence may be that development finances now have a more complex route to follow before they reach community level.

· Regional Governments may not support the notion of local level control and empowerment for political reasons. Central government should therefore retain an overall oversight of the sector. Abrams,L.(1996), Africa Sector Review - for Water and Sanitation Collaborative Council 

· It is unrealistic to expect that RWS can be completely managed outside the government. Deconcentration is required so that provincial/regional offices have the authority to work effectively with the communities. (Daniel et al,1993)  TA \l "Daniel B. Edwards, Fred Rosensweig, Edward Salt  (1993) WASH technical report: Designing and Implementing Decentralization Programs in the Water and Sanitation Sector" \s "(Daniel, 1993)" \c 9 
Threat:

Generally officials work under difficult circumstances in African countries. Officials have to work with minimal resources at their disposal. This is partially because of the economic situation the countries are in, but also because usually the budget allocated to the water sector is low.

The effectiveness of institutions depends on them having a clear policy framework, which provides them with their mandate as an institution. Therefore, however well structured an institution may be, without a clear mandate it will be ineffective.

(Abrams, 1996)  TA \s "(Abrams, 1996)" 
A further step towards Community Management is community–contracting; handing over responsibility of development activities to local communities. It has been defined as procurement by or on behalf of a community. (Da Silva, 2000 TA \l "Da Silva,S.- Community Contracting-Worldbank, January 2000" \s "(Da Silva, 2000)" \c 9 

 TA \s "(Da Silva, 2000)" )

Appendix XVIII: Printed Web Pages and additional information
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Worldbank (2001), Private Sector Development Strategy -Issues and Options- A Discussion Document
2


Web Page
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World Water Forum, March (2000), Report per Day. http://www.worldwaterforum.net/index2.html (accessed 20 June 2001)
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25
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Report
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Field Manual
Bolt, E., Fonseca, C.(2001) Keep it Working- A field Manual to support Community Management of Rural Water Supplies, Draft - IRC
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Journal
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22

Lammerink, M.P.(1998) Conditions for Good Community Management Community Development Journal VOL.33 NO.4
5

Munguti, K.K. (1989). Community-level management and maintenance Waterlines VOL.7 NO.4 
24

Sepamo,T.W.(2000),Co-operation with Small Scale Independent Providers in Lesotho, Water and Sanitation Update
21; 22

Touré,Y.(1998), Boreholes mean business, Waterlines VOL.17,NO.1
20; 26
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37
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Endnotes

� EMBED Excel.Sheet.8  ���








� http://www.thewaterpage.com/ppp_debate.htm)� TA \l "Discussion Papers around Public-Private Partnerships, http://www.thewaterpage.com/ppp_debate.htm), accessed 15 March 2001" \s "(Abrams, 2001)" \c 8 � 


�  Patricot, G. (2000)� TA \s "Patricot, (2000)" �


�  Sepamo,T.W.(2000) � TA \s "Sepamo,2000" �





� More criticism on privatisation can be found on the following web sites. Most criticism involves the big schemes, used in urban areas.


� HYPERLINK "http://www.psiru.org" ��http://www.psiru.org�


� HYPERLINK "http://www.bicusa.org/ptoc/htm/psiru_water.htm" ��http://www.bicusa.org/ptoc/htm/psiru_water.htm�


� HYPERLINK "http://www.thewaterpage.com" ��http://www.thewaterpage.com�


� HYPERLINK "http://www.nlc.co.za" ��http://www.nlc.co.za�


� The percentages in box 1 show that Asia and Latin America had better coverage in 1990 than Africa and still have in 2000. (WHO/UNICEF/WSSCC, 2000� TA \l "WHO/UNICEF/WSSCC (2000), Global Water Supply and Sanitation Assessment Report" \s "Global Water Supply and Sanitation Assessment Report, 2000" \c 9 �)


� Consensus on the positive effects of Community Management can be found with several donors like UNDP and Worldbank (Masua,L. et al 1997� TA \l "Masua,L. Makakha,A. (1997), Legal and Institutional Options for Community Management of Water Suppliers in Kenya: a desk Study - Water and Sanitation Program" \s "Masua,L. et al 1997" \c 10 �).


� However, this multi-disciplinary approach is becoming more widely accepted, but is still not fully acknowledged by many governments.


� not always true even for the private sector in some countries 


� In reality small-scale operators  tend to be customer-driven, financially viable, and ready to apply innovative technologies and marketing methods. They provide appropriate solutions in appropriate places, assume all investment risks, and reach the poor. They charge market prices, cover costs, and respect willingness to pay.


� One of the attractions of management contracts is that, in principle,  they need not require the kind of regulatory and monitoring infrastructure required by leases, concessions or divestitures.(Brook Cowen, 1997� TA \l "Brook Cowen,P.J. 1997, Getting the Private Sector involved in Water – What to do in the Poorest of Countries? – Public Policy for the Private Sector, Note No. 102 – Worldbank" \s "Brook Cowen,P.J. 1997" \c 14 �)


� see appendix on Decentralisation.
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		RURAL WATER SUPPLY COVERAGE BY REGION

				1990 Population (millions)						2000 Population (millions)

		GLOBAL		population served		population unserved		tot. population		population served		population unserved		tot. population

		Urban Water Supply		2179		113		2292		2672		173		2845

		Rural Water Supply		1961		1013		2974		2284		926		3210

		Total Water Supply		4140		1126		5266		4956		1099		6055

		AFRICA

		Urban Water Supply		166		31		197		253		44		297

		Rural Water Supply		183		235		418		231		256		487

		Total Water Supply		349		266		615		484		300		784

		ASIA

		Urban Water Supply		972		57		1029		1254		98		1352

		Rural Water Supply		1433		718		2151		1736		595		2331

		Total Water Supply		2405		775		3180		2990		693		3683

		LATIN AMERICAN AND THE CARRIBEAN

		Urban Water Supply		287		26		313		362		29		391

		Rural Water Supply		72		56		128		79		49		128

		Total Water Supply		359		82		441		441		78		519
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