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Abstract

Existing water service concepts and practice within the Sub Sahara
African region, including Tanzania, Kenya, Uganda, Zambia, Somalia, Ghana,
Senegal, Malawi, Gambia and Cote d’ Ivoire, has demonstrated that, the absence
of Sustainable capital funds and appropriate water management models are the
major obstacles for water development in this region.

This thesis has critically evaluated a number of different capital funding
methods, including loans from the World Bank, to formulate an ideal theoretical
solution for water services in Tanzania. The concept of establishing capital funds
from local financial institutions, proposals for the control of capital funds, and the
provision of special training before and during implementation are key aspects of a
new approach. The research has successfully developed a new water
management model, which is sustainable and appropriate for water problems in

Tanzania (sub-Sahara African countries)

The model newly established methods for generating capital funds from
local sources including tariffs review and mass contribution has been critically
evaluated for assurance of its sustainability in practice, to protect the affordability to
all water users and assessing the value of willingness to pay when the model is

adopted.

However, the localisation through structured systematic participation and
greater recognition of water users in the model has been evaluated and identified
as a new significant bond for making collective and effective decisions in water

services.

Furthermore, based on the designed research objectives, this research
has evaluated the differences and contributions of the new developed model in
comparisoh with previous practiced models (privatisation and public services) in

Tanzania to develop conclusions and recommendations for future studies.
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CHAPTER ONE: INTRODUCTION .

1.1 Overview

‘The Earth is a unique planet in our solar system; no other planet has liquid water
and that is why there is no life on Mars’ {1].

According to the report published by the Population Reference Bureau [2] and the
work of Lenntech [3], the whole of the earth’s surface is surrounded by 70% of
~ water, whilst the total volume of water is 1.4 billion km®. However, only 35 million
km®*— equivalent to 2.5% of the whole water volume—is fresh water. Coleridge [4]
adds that the greatest percentage (68.7%) of fresh water is in the form of ice and
permanent snow, whilst the remaining 29.9% exists as ground water, with only
0.26% surface water in the form of rivers, lakes, streams and others. This evidence
suggests that the natural geographical reserve of available fresh water is an
obstacle, which therefore reflects the reality and the necessity for technological
advancements and funds investment—especially for poor developing countries.
Notably, however, the development of the Water sector hés been widely hindered
or impaired by three major factors: the unequal distribution of various water
sources, including (surface water, underground water and others), the inability to
establish sustainable water and sewerage projects owing to capital problems
(funds) and technology limitations, and the inability to sustain and develop the
limited existing water and sewerage services.

The rise in water consumption and waste water discharge also poses a threat;
the quantity of water used for all purposes exceeds 3,700 km? per year. Agriculture
is the largest user, consuming almost two-thirds of all water drawn from rivers,
lakes, and groundwater. Whilst irrigation has undoubtedly remarkably contributed
to world agricultural production, it is nevertheless extremely water intensive. Since
1960, water use for crop irrigation has risen by 60-70%. Moreover, industry uses
approximately 20% of available water, and the municipal sector uses approximately
10%. The increased water consumption owing to population growth—especially in
urban areas and due to industrialisation—has considerably affected the natural use
of water by opening other extra water needs for both domestic use as well as
surrounding development, whilst the available small amount (2.5%) of the world's
fresh water is decreasing [4] [5].

The African Medical Research Foundation (AMREF) [6] argues that the most
affected areas are developing countries, specifically Sub-Sahara African countries,
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where almost 1.1 billion people have inadequate access to proper drinkin~g water
and sanitation. Moreover, other regions, such as North America and Europe, have
a high standard of best water and sanitation services; however, Oceania, Latin
America and the Caribbean are situated in problematic locations in terms of
providing urban water services in comparison to Africa and Asia. Table 1.1 below

provides a comparison of satisfaction.

Table 1.1: Global Picture on lacking Improved Water Supply and Sanitation
Source: WHO/UNICEF (2000)

Lacking Improved Water Lacking Improved Sanitation
REGION Supply
SN
RURAL | URBAN RURAL URBAN

1 North America 0% 0% 0% 0%
2 European 13% 0% 26% 1%
3 Oceania 37% 2% 19% 1%

Latin America
4 and Caribbean 38% 7% 51% 13%
5 Asia 25% 7% 69% 22%
6 Africa 29% . 6% 62% 14%

Gadgil [7] notes that poverty in developing Africa countries is a huge obstacle for
water services improvement, and that the available poor water services has a direct
impact on the spread of water-borne diseases, with increases average death cases
of approximately 1.8 million people per annum. UNHCR [8] states that, ‘It was
estimated that 88% of that burden is attributable to unsafe water supply, sanitation
and mostly affects children’s hygiene. UNICEF [9] further argues that the situation
is critical to the 2.5 billion people who are still lacking access to improved
sanitation, including 1.2 billion who have no facility at all. The message is clear that
‘we need to greatly accelerate progress in drinking water and sanitation particularly
in Sub-Saharan African countries and Southern Asia’ [9].

According to African Medical Research Foundation, the current water
situatioa in Sub-Sahara African countries is the worst to the extent that almost 2 in
every 5 people have some degree of domestic safe water shortage. In comparison
with Europe, babies in the Sub-Saharan region are 520 times more likely to die

from water-borne diseases than those born in Europe. This is further emphasised
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by the statement, ‘Developing more sustainable water supply services in this region
will help reduce almost all water-borne diseases and reduce by up to 25%
diarrhoea related deaths, and improved sanitation reduces death rates by 32%’ [6].

1.2 Tanzania

Tanzania is a developing country currently struggling to reach the goal of
quality, quantity, affordable and environmentally sustainable water. Being an
equatorial country, with a population of approximately 40 million people, Tanzania
has a total area of 94.5 million hectares. Moreover, almost 5.2% (5.5 million
hectares) of the total area is covered by surface fresh water. The country has a
reserve of 40 million km® of underground fresh water; unfortunately, however, the
country has managed to supply clear and safe water to only 55.7% of the total rural
population and only 78% of its urban citizens [10].

The first president of Tanzania, Julius K. Nyerere, advocated and always
insisted that, ‘MAJI NI UHAI' water is life, and it is therefore the government’s
responsibility to ensure that every Tanzanian enjoys clean and safe water. Since
Tanzania gained independence in 1961, the government has been struggling to
develop a water sector with the motto of MAJI NI UHAI. Unfortunately, funds and
technology, affordability and poverty problems have all been the major obstacles
when striving to deliver the best water services to all of Tanzania [11].

Dar-es-salaam—the commercial and former capital city—has a population of
approximately 4.5 million people with approximately 32.5% of the current population
not supplied with safe domestic water. The city supply from Dar-es-salaam Water
Supply and Sewerage Authority (DAWASA) is only 70% of its total production of 63
million m® per annum. The increase in Unaccounted for Water (UFW) is caused by
existing old-aged water supply networks and a city population increase of
approximately 4% annually. Such issues form the major causes of water
unavailability in Dar-es-salaam (Tanzania). There is a serious water shortage in
other areas, such as the poorest district of Mkuranga, which is located 50km south
of Dar-es-salaam and which had a population of approximately 175,000 people in
the 1990s, with only 25% of all households enjoying access to safe domestic water
and less than 5% of rural households able to use latrines. According to AMREF
[12], during this time, most of the Mkuranga households used unsafe water with a
high risk of contamination by wild animals sharing such sources. As a result,

diarrhoea and water-related diseases, such as eye infections and malaria, were

permanently a threat.
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Essentially, this existing problem concerning water supply and sanitation
services in Tanzania has acted as the driving force for this research; therefore, it is
hoped that this thesis may devise an appropriate (in the context of reliability,
quality, quantity and affordability) solution for Tanzania water services, which
ultimately acts as the motivation of this research. With this in mind, it is considered
that the following questions need to be asked:

1. How can Tanzanians be provided with the best quality but affordable water
supply and sewerage services?

2. How can water supply and sanitation services in Tanzania be self-
sustainable?

3. How can Tanzanians participate fully for their own betterment in water

sector development?

1.3 Aim and Objectives

This thesis comprises the aim of ‘developing a sustainable financial and operational
model for water and sewerage services in Tanzania’. With this in mind, the
objectives are set as follows:
1. To review the delivery of the service provided by DAWASA and the
privatisation of DAWASA;
2. To review and identify the problems of water and sewerage services in
Tanzania;
3. To critically review how water and sewerage services are delivered in
developing countries;
4. To evaluate the fund_ing methods in water projects and assessing the
potential value of existing commercialisation in water services;
5. To review the existing water services model for developing new framework
suitable for Tanzania;
6. To develop a theoretical water services model and Testing; and
7. To develop an appropriate funding and management model for Tanzania

water services.
14 Scope and Limitations of the Research

The research scope is no more than a critical study of the existing water problems
in Tanzania with the overriding aim of establishing an appropriate and sustainable
solution for the current Tanzania water services issue. Secondly, within the
country’s available and limited local resources, the research scope is concerned
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with developing sustainable capital funds for the Tanzanian water supply and
sewerage services; thus, the study focuses mainly on experiences from Sub-

Sahara African countries.

1.5 Original Contribution of the Research

The original practical and theoretical contributions of this study can be summarised

as follows:
The research introduced a new locally developed water management style that
is recognised as efficient and reliable for water services in Tanzania;
The increase of water production and supply—owing to the adaptation of a
newly developed model—will act as a catalyst for social and economic
development owing to the fact that water will be used for other economic
development, i.e. crop production (agriculture) and industrial development,
within the country;
The availability of water will increase land value and attract more investors;
The researched local capital funding model will fasten the expansion of water
supply and sanitation services in Tanzania; therefore, funds will be available
under local management within local conditions;
The application of a newly developed model will improve sewerage services in
the country, and so the existing poor sanitation and pollution in the city will
therefore be no more, which will keep the city (Dar-es-salaam) cleaner, more
attractive, and environmentally friendly;
The new model introduces commercial types of services, all of which have
greater focus on the sustainability of the delivery of services and not the
maximisation of profit—a vision which has a greater benefit in terms of the
affordability of water services; and
The successful application of this new model in relation to the eradication of
water supply and sewerage services in Tanzania will bring about new
challenges for other Sub-Sahara African countries aiming to create and adopt
their own style of best water management within their respective countries,
which therefore means that this induces other challenges and questions so as
to facilitate opportunities of investigation in similar areas, i.e. water supply and

sanitation, for future betterment.



1.6 The Thesis Structure

The structure and arrangement of the chapters in this thesis have been designed

systematically in order to fulfil the aim and objectives of this research.

1.6.1 Chapter One: Introduction

This chapter provides the general introduction of the study, its aim, objectives,
scope and limitations, and further describes the source, research questions and
original contribution of the thesis. Furthermore, this chapter also provides the

structure and composition of the entire thesis.

1.6.2 Chapter Two: DAWASA and Privatisation

Chapter Two discusses the provision of water supply and sewerage services in
Tanzania. It is structured so as to provide practical experience of water
management history in the country. The areas covered include a critical discussion
on public water services in Tanzania, the privatisation of DAWASA, the driving
forces for privatisation, private water management, and the failure of private water
services and the effects.

1.6.3 ‘Chapter Three: Water Ser\}ices in Developing Countries

This chapter is structured so as to provide different knowledge of experiences in
water services from other African developing countries. Water services experiences
are acquired sourced of learnt from countries, such as Ugahda, Kenya Senegal,
Somali, Zambia, Guinea, Ghana, and Cote de lvore. Moreover, issues of the
change of water management style, process, adaptation and effects are widely
covered. With this in mind, the adopted concepts are compared with the
conclusions drawn from Chapter Two for the purpose of scrutinising a step towards

drawing answers to the research questions.

1.6.4 Chapter Four: Methods for Funding Water Projects

This chapter provides a discussion on the different methods of funding water
projects development and loans (as a source for capital funds) from financial
institutions, whilst the conditions for loans are also critically assessed. The
difficulties and rationale surrouhding the loans are also covered, in addition to the
effects of the World Bank procurement procedures for country borrowers. However,
other methods—including capital from property value and equity-baéed methods—
are also scrutinised. Generally, the chapter focuses on the generation of capital for
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water projects, which is noted as being‘a major obstacle to achieving better water

services in Sub-Sahara African countries.

1.6.5 Chapter Five: Management of Water Services

This chapter is formulated so as to discuss common methods for water services
management, including public water services, private water services, and THE
commercial services of public entities. The role and functions of regulatory
authorities in water services, and willingness to pay, has also been discussed; this
is based on an analysis of evidence from Sub-Sahara African countries in
comparison with various local evidences captured in the field. The adopted
concepts are compared with actual experiences of Tanzanian water services
before, during and after the DAWASA privatisation. The proportional services,
costs and efficiency are also measured. Furthermore, the differences between

commercialisation and privatisation are widely discussed.

1.6.6 Chapter Six: Evaluation of Water Services and Model Formulation

The chapter is structured to evaluate, link, and accordingly consolidate
various water management models adopted from the (discussion covered in
chapters 1, 2, 3, 4 and 5) Sub-Sahara African countries. A framework for the
research question and the formulation of the basic format of required data to be
collected from the field are provided. The discussed areas include definition of
privatisation, evaluation of different water services model within Sub-Sahara African
countries, combined diScussion on case studies, funding sources and effects,
World Bank loans, the role and functions of private water services providers and
regulatory authorities, and the setting of water charges. However, the detailed
procedure for ideal water management mode! (framework) has been critically

discussed. -

1.6.7 Chapter Seven: Research Methodology

The research methodology chapter of this thesis discusses thé way in which this
study has been designed and implemented, i.e. data collection and analysis, and
the way in which the research answers were achieved. In relation to the aim and
objectives of the study, the chapter critically examines the research methods in
terms of selecting the best method to be adopted for this research. The chapter
also covers evidences associated discussions concerning how the study was

carried out, its results, the method utilised, the procedure of data analysis, and also

how the process of validation was executed.
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1.6.8 Chapter Eight: Field Results and Model Development

The field work chapter in this thesis is dominated by a discussion on the process,
approach, and the results of field work implementation—particularly during the
period of data collection, gathering, conceptualisation, and analysis. The
interpretation of data collected in relation to the actual noted problems of water
services in Tanzania and the development of a proposed solution according to the
need are discussed. The reasons for field ground data collected in Tanzania and a
detailed discussion of the sources for data collection is also carried out. The
advantages and disadvantages of development—originality and potentialities of the
model (POCO)—are also discussed in this chapter.

1.6.9 Chapter Nine: Validation of the New Model (POCO)

This chapter provides detailed information as feedback of the model (POCO) test,
which has garnered criticism several comments from the field discussed, and has
further encountered a number of challenges. The model testing (validation) was
executed according to the study needs in seven different water authorities:
MWAUWASA, IRUWASA, Mbeya UWASA, MORUWASA, MUWASA, ARUWASA
and Tanga UWASA. Moreover, the method adopted for the validation and process
of implementation and the adaptation of the concept from the given comments for
strengthening the model (POCO) are discussed. In addition, financial models
evidence how the tariff review and mass contribution methods are realistic,
opportunistic and practical as substitutes for loans, with financiers’ tough conditions

also covered.

1.7.0 Chapter Ten: Conclusion and Recommendations

This chapter draws the conclusion of the research findin'gs,‘and subsequently
opens new challenges of the possible areas for future. The conclusions,
contributions and recommendations are critically presented based on the captured
developed research evidences. The reasons for supporting the research
conclusions are widely described as having the capacity to give opportunities for
general adaptation and good practice, and as well challenges for future research
development. The conclusions presented are from the summarised analysis of the
concepts, there are detailed systematically guided by the research objectives. The
detail provided discussion on the model analysis was a strategy guiding to provide
a strong conclusive research vision. Furthermore, strong reasons justifying POCO
being the only choice for Tanzanian water problems were also discussed.
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CHAPTER TWO: DAWASA AND PRIVATISATION

2.1 Introduction

This chapter is structured to provide the experiences of water services in
Tanzania.

Notably, Tanzania is amongst the Sub-Sahara African countries that has a
poor economy and critical water problems. The country is taking keen steps to
improve its economy for the betterment of Tanzanians; however, water supply and
sewerage services are seen as a major source of social and economic
development in the country. With this in mind, this chapter provides a critical
examination of water services in Tanzania in an attempt to identify problems as well
as the causes.

In this chapter, focus is placed on Dar-es-salaam Water and Sewerage
Authority (DAWASA), which is the largest water service provider operating in the
city of Dar—es-sélaam and coastal region. It is from an examination of DAWASA's
performance that the research aims are developed. In this chapter, various
issues—including the establishment of DAWASA, its role and functions, and its
performance during the periods both before and after privatisation, organisation
structure, effects of privatising water services, driving forces for DAWASA
privatisation, the aim and objectives of DAWASA privatisation, the source of funds
for privatisation and the implementation of Dar-es-salaam Water Supply and
Sanitation Projects (DWSSP)—are all critically discussed.

2.2 Privatisation in Tanzania

Both prior to and following the independence of Tanzania in 1961, almost all
enterprises in the country were managed privately by individuals and organised
groups. For the purpose of widening and maintaining job opportunities for local
Tanzanians, the government nationalised and placed all enterprises under state
ownership and management up to the mid-1980s. Accordingly, water services were
owned and managed by the government. Up to 1990, almost 400 state-owned
enterprises had accumulated commercial losses of US$100 million, as well as
US$352 million as loans, all of which were guaranteed by the government. This
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was a significant burden upon the government and, as a result, the government
made a deliberate withdrawal from direct involvement in the business as a way of
devoting its scarce resources to its core responsibilities, including governance,
policy issues, taxations, security issues and capital investments [34].

According to Mapunda [35], the government embarked on economic reforms
in the form of privatisation as a way of enabling parastatals to attract strategic
investors who would inject requisite capital for the purpose of rehabilitation and
expansion, thereby introducing new and cost-effective production and service
technologies, sound management, marketing expertise, and subsequently produce
quality goods and better services. In an attempt to ensure commitment, in
November, 1993, the government of Tanzania amended the existing Public
Corporations Act so as to define the institutional framework and procedures for
divestiture. As a result, the privatisation in the country was deliberately focused on
transferring the ownership, operational and investment obligations in the

parastatals from the government to the private sector.
2.2.1 DAWASA Background

Kawambwa [39] argues that, following the independence of Tanzania in 1961,
water and sewerage services under the Ministry of Works was managed by the
department of Public works (PWD). Subsequently, during the early 1970s, Dar-es-
salaam—being the capital city of Tanzania and the fastest developing business
centre in the country—was separated from the government’s central water
management system. An independent water corporation (Dar-es-salaam Water
Corporation Sole) was formed in an attempt to deal with water supply services only
within the region. At this time, the population of Dar-es-salaam was less than 3
million people, and there was only one source of water the Mtoni treatment plant.
As a result, in 1981, the rapid population increase caused the government to
establish the National Urban Water Authority (NUWA) and charged it with the
responsibility to develop and manage the urban water supply on the mainland of
Tanzania. However, the major objective of the new authority was to address the
deteriorated state of water supply systems. NUWA subsequently became
operational in 1984 with the objective to take over and reform the water supply
services in all urban areas. NUWA failed to achieve its target [37].

In 1997, the Government reorganised NUWA by amalgamating the National
Urban Water Authority [NUWA] and the Dar-es-Salaam Sewerage and Sanitation
Depértment [DSSD] to form the Dar-es-Salaam Water and Sewerage Authority
(DAWASA) [4]. DAWASA was officially established in April, 1997, by Act No. 8 by
merging the water supply operations of the defunct National Urban Water Authority
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(NUWA) and the sewerage activities of the defunct Dar-es-Salaam Sewerage and
Sanitation Department. Subsequent amendments were made to the Act in 1999 to
allow for the privatisation of DAWASA, and further amendments in 2000 allowed for
the creation of the Regulatory Authority EWURA. All amendments to the Act were
amalgamated into the main Act, thereby resulting in the Dar-es-Salaam Water and
Sewerage Authority Act 2001. At this time, DAWASA was operating as a service
provider, and did so up until 2003, privatising its operational duties to City Water
Services owing to a lack of funds for services maintenance and development.
However, DAWASA continued to shoulder specific duties, such as the supervision
of capital development projects and acted as an asset holder. In 2004, however,
the government of Tanzania terminated its ten-year City Water Services lease
contract owing to poor performance, which automatically led to material breach of
contract. The government formulated a local company, DAWASCO, with the aim of
conducting all responsibilities left by the private operator City Water Services.
Notably, DAWASA is still in place as an asset holder and capital project

implementer on behalf of the Tanzanian government [42].
2.2.2 DAWASA Existence and its Functions

The Dar-es-salaam Water and Sewerage Authority (DAWASA) is licensed in

accordance with the Energy and Water Utilities Regulatory Authority (EWURA) to
carry out all responsibilities for providing, planning, developing, and managing
water supply and sewerage services in the city of Dar-es-salaam, Urban Coast
region areas, and all areas along transmission from upper Ruvu, lower Ruvu and
Mtoni treatment plants to Dar-es-salaam water reservoirs located at Kimara, Chuo
cha Ardhi and Mtoni.
The efforts of DAWASA to fulfil the city’s water demands with a population of more
than 4.5 million are limited to a maximum water production of 272,000 m°/day from
three water production facilities, two of which are on the Ruvu river, Upper Ruvu
WTP (81,000 m®day) and Lower Ruvu WTP (182,000 m°/day). The third smallest
water production facility, Mtoni WTP (9,000 m>/day), is located on the Kizinga river,
which is situated only 7km south of the city. Kizinga River, with its poor water
quality owing to high contamination from residential encroachment, has been
proposed for abandonment. Moreover, the Ruvu River, which is located
approximately 80 km north-west of the city of Dar-es-salaam, is the main source of
water, but has one major problem: the high pumping energy costs.

From 1997, DAWASA developed a number of boreholes in an attempt to
alleviate the impaci of droughts; the ground water was developed as a

supplementary source on an emergency basis during the drought years. However,
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owing to a short supply, it has continued to be used during normal years. Ground
water quality is generally good and within acceptable standards, although various
boreholes are showing signs of becoming saline, and there is also an increasing
incidence of elevated values of nitrates and faecal bacteria in some areas.
Nevertheless, the total production capacity from all three surface facilities is
272,000m%day and approximately 36,000m%day from ground water, which is
barely sufficient for current and short-term demands [36; 37].

Irrespective of such efforts, however, Dar-es-salaam’s citizens are only
supplied with 30% less than the actual demand, with a permanent timetable for
water rationing. As a result, some areas, such as Kimara, Kamanyola, Temboni
and Mbezi, are supplied only once a week, whilst Tabata, Ukonga and Pugu are
now removed altogether from the DAWASA water supply. Essentially, the 4%
population increase on each year poses further evidence in terms of the urgency of

implementing a sustainable water solution [42].
2.2.3 DAWASA Privatisation

By the late 1990s, it became evident that DAWASA was unable to respond
quickly enough to meet increasing customer demands for water, and it was also
unable to raise finance for network repair and to replace its aging assets. In 1995,
through Japan International Cooperation Agency (JICA), the Japanese government
assisted the Tanzania government in carrying out the study for the improvement of
water services in Dar-es-salaam city and various coastal regions. The same
exercise was carried out again by the German Company Gauff Ingenieure with the
aim of rehabilitating DAWASA water infrastructures, and carrying out the expansion
and repair of the water supply network, meter installation, improvement of the
database and billing system, and the establishment of extra water sources in order
to sustain the fluctuating water demand in the city.

Subsequently, the Tanzanian government acted to establish solutions for the
urgent repair and rehabilitation of the existing aged water infrastructure. As a
result, all aged water networks and other technical problematic areas were
combined in order to formulate Dar-es-salaam Water Supply and Sanitation Project
(DWSSP). In this regard, the problem was from where funds could be garnered for
the DWSSP implementation. The Tanzanian government was unable to fund thé
development due to economic problems, and so they subsequently went to the
World Bank for assistance.

In August, 1997, the African Development Bank (AfDB) proposed that the
bar-es—salaam Water Supply and Sanitation Project should focus on rehabilitating
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and improving operations and facilities, with DAWASA acting as the service
provider and operator. AfDB put on hold project processing pending the outcome of
the consultations of 1997/98 between private operators and the Government of
Tanzania (GoT) for a long-term ‘concession’. Under the proposed arrangements,
the concessionaire was to be responsible for financing the investment programme,
as well as for the operation and maintenance activities estimated to cost
approximately US$250 million.

» Later the following year, in November, 1998, it became clear that this
approach was not going to succeed: private investors were unwilling to finance
such a venture in Dar-es-salaam given the state of the water supply and sewerage
(WSS) operations and the overall infrastructure. This situation necessitated
Tanzénia remaining with the World Bank option. The World Bank loan was
available with the condition that private operations and public financing would be
combined. With no choice, Tanzania acceptéd the loan with the attached
privatisation condition, and the process for implementation was subsequently
initiated [42].

2.2.4 Process of DAWASA Pri\)atisation

In 2000, the DAWASA Act was amended so as to allow the operation and
maintenance functions to be undertaken under contract by a private operator and
to thereby allow for service regulatfon by an independent entity. Thereafter, the
GoT, through the Presidential Parastatal Sector Reform Commission [PPSRC],

'began the process to establish new arrangements for the delivery of services
involving private sector participation. The bidding process began; unfortunately,
however, the only bidder was Bi Water, an English company. In 1999, the World
Bank lodged no objection for the lease contract. The City Water Services Ltd., a
joint venture company between Bi Water International, Gauff Inginieure and local
company Supper Doll Ltd., officially signed tﬁe lease contract in February, 2003. In
March, 2003, DAWASA completed the preparation of the Dar-es-salaam Water
Supply & Sanitation Project (DWSSP) in keeping with the suggested scope defined
by the World Bank. The World Bank, African Development Bank, and the European
Investment Bank appraised the project and commenced negotiations for financing.
DAWASA and City Water Services Ltd. met all the required conditions for external
financing by IDA, AfDB, and EIB by the end of July, 2003, and the project and
lease contracts came into effect, subsequently commencing on August 1, 2003.
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2.2.5 Sources of Funds for DAWASA Privatisation

The need for DAWASA privatisation originated from the deteriorated Dar-es-
salaam water infrastructure, which urgently required special attention for both
rehabilitation and repair. This was recommended by the Japan International
Cooperation Agency (JICA) in Dar-es-salaam water improvement report of 1995.
The study was carried out by a German company, Gauff Inginieure, which also
recommended the repair and rehabilitation of the existing aged DAWASA water
infrastructure. The two studies concluded that the formulation of Dar-es-salaam
Water Supply and Sanitation Project (DWSSP) could provide a solution for water
problems in the city. However, the implementation required capital funds, which the
government could not afford, and as a result, the government requested loans from
various international institutions the World Bank being one. Initially, the estimated
total project costs were approximately $149 million—equivalent to 138 million
Euros—which were to be financed from the following international institutions (as a
loan to the GoT), all of whom notably agreed to fund the project (see Table 2.1).

Table 2.1: Total donor contribution for DWSSP

Amountin
SN Financier EUR Millions
1
International Development Association 50
(IDA)
2
African Development Bank (AfDB) 32
3
Government of Tanzania (GoT) - 15
4
Private Operator Equity (CWSC) 5
5 SUB- TOTAL . 103

In order to ensure the total estimated fund required for the project was
achieved, the Tanzania government (the borrower) requested that the World Bank
subsidise a loan from the bank'’s risk capital for an amount equivalent to 35 million
Euros. Finally, the amount concluded as an estimate for the total project (DWSSP)
was 138 million Euros.

On January 23, 2003, the Tanzanian government borrowed close to US$160
million for a credit period of 5 years, disbursed in up to 15 instalments of not less
than 2 million Euros each, for the DWSSP; this comprised the condition of
privatising DAWASA. The loan had an applicable annual interest rate of 11.5%,



-15-

with the interest capitalised during a grace period of 25 years, according to the
condition of the loan (see Appendix S in the CD).

The credit was available at the request of DAWASA from November 15,
2003. Upon receipt of the bank’s written request, no disbursement was to be made
after September 15, 2008 [43; 45]. Therefore, as indicated in Table 2.1, the
DWSSP funds were raised by the bilateral institutions, including IDA, AfDB and
EIB. Notably, Tanzania as the borrower, contributed Tsh. 750 million as a

counterpart contribution in order to fulfil conditions for project funding.

2.2.6 Contractual Obligations on Rental and Equity Payments

According to the DAWASA/City Water lease contract, page 77, Section 39.4,
the private operator, City Water Services Ltd., was obligated to pay DAWASA
monthly rental fee in advance, stipulated in three different categories on the basis
of monthly payments: Contract Year 1 was Tsh. 50 million; Contract Year 2 was
Tsh. 75 million; Contract Year 3 to 10 was Tsh.100 million. However, in the same
section, it was clearly stated that, ‘the operator City water shall be liable for the
payment of a financial penalty in the event of failure to pay the monthly instalments
of the rental fee’. Another payment obligation in the DAWASA/City Water lease
contract was equity, whereby City Water services Company Limited (CWSL) was
‘contracted to operate water supply and sewerage services in fhe city for a period of
ten years, with an equity contribution of $8 million per annum. Notably, the CWSL
equity contribution was a part of the capital funds for development and
sustainability of the DAWASA infrastructures; therefore, this equity contribution was
clearly described in the lease contract. Equity contribution was a part of the
contract conditions, which brought greater worries to bidders; this situation may
have therefore limited the number of bidders during the contract procurement,
simply owing to the fact that it had higher investment costs. This occurred during
the DAWASA privatisation procurement procedure. Notably, during the second
round of bidding, only one contender (CWSL) was made apparent.

2.2.6 DAWASA Privatisation Structure

According to a lease contract [41], the new arrangement for the delivery of
water supply and sewerage services comprised DAWASA as a Public Granting
Authority [PGA] and the private operator, City Water Services Ltd., as the main
actors. As a result of the |egislafion passed in April, 2002, a third group, Energy
and Water Utilities Regulatory Authority [EWURA], was assigned with the authority
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and power to regulate the activities of DAWASA and City Water Services Ltd.
These arrangements enabled proper separation of the roles of Regulator, Assets
Manager and Service Provider, which provided greater efficiency, transparency and
accountability for water supply and sewerage services in Dar-es-salaam. Markedly,
what has been executed thus far in terms of implementing privatisation in the
country can be summarised and presented in the figure form as follows (see Figure
2.1).

FINANCIERS (IDA, EIB & AfDB)

¥
: REGULATOR (EWURA & NEMC)
GOVERNMENT of TANZANIA Water charges, quality and
Ministry of Finance, Ministry of Water ‘ Environmental control
L ]
LICENCE
Operation monitoring and control
vy ¥ ¥
DAWASA- PGA F—h Lease Contract DAWASCO
l l The operator
Contracts Consultancy ‘
l Contracts l - l
Contractors l Business Consumer
Agreement Contracts
K ¥
Construction Financial & Technical
Supervisor Advisors

h 4

3 3

CWSSP Environmental
(NGOs) Monitoring

Figure 2.1: DAWASA structure during the privatisation period

>2.3 Change in the Roles and Functions of DAWASA (DAWASA PGA)

The privatisation of DAWASA aimed to deliver quality water to all Dar-es-
salaam and the coastal region citizens. In order to fulfil this objective, the
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organisation structure was changed, subsequently affecting the duties and
responsibilities of each distinct organ. Therefore, DAWASA PGA, City Water and
EWURA—the key organs of the privatisation—were each structured to perform
specific duties (roles and functions), as detailed in the foilowing sections.

2.3.1 DAWASAPGA

According to the DAWASA Act [3; 4], which was amended in 2001, the roles
and functions of DAWASA were changed to DAWASA Public Grant Authority
(DAWASA PGA). Restructuring was implemented in order to ensure the following
four major functions could be performed. Firstly, on behalf of the Tanzanian
government, DAWASA PGA was the owner and manager of the water supply and
sewerage services assets, and was making the assets available to the operator.
Secondly, DAWASA PGA was the implementer and manager of the projects
funded by the World Bank, including the Dar-es-salaam Water Supply and
Sanitation Projects (DWSSP) and Community Water Supply and Sanitation
Projects (CWSSP). Importantly, the projects involve the rehabilitation and
upgrading of old existing infrastructures, including water networks, waste water
networks, oxidation ponds, sewers, the rehabilitation of the ocean outfall screening
chamber plants, and water storages. The cost for this component totalled
US$18.20 million. The entire World Bank loan was structured for the
implementation of DWSSP only: for example, the total sum of US$86.99 million—
which is almost 51% of the total World Bank loan—was invested into just one
component (Water Supply Rehabilitation & Extension) of the DWSSP. The on-
going DWSSP will provide the much-needed improvements to the water supply and
sewerage services in Dar-es-salaam. Such improvements are designed so as to be
completed within the five-year period by a strategy involving elements, including
replacement and/or repair of water supply and sewerage assets; however, the
implementation of a commercial policy that ultimately favours connection to the
water supply system and the reduction of physical and commercial Unaccounted
for Water (UfW) will increase the correction of water bills, and will base bills on
actual rather than assessed water use [48].

Thirdly, DAWASA PGA is the supervisor of the Private Operator's operations,
and the main duties therefore include co-operating with the operator (City Water
Services) in all appropriate and necessary respects so as to procure the execution
of any capital works for which the opérator may be responsible, and to enter into
any such funding agreement as that, which includes the responsibility to assist the

operator in obtaining from the government, local government or statutory bodies,
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and subsequently securing all necessary contents and permits, as required by the
law, in order to enable the operator to perform his/her obligations under the
contract [40]. Finally, there is the Community Water Supply and Sanitation
Programme which, according to Mutalemwa [49], required a total of US$3.20
million to be invested in a community water supply and sanitation (CWSS)
programme. This component was required to include the construction of
approximately 50 CWSS sub projects, and has been implemented by DAWASA
with the assistance of Specialist International NGOs. Moreover, under technical
studies for the medium-term investment programme, a total amount of US$5.50
million will be invested in order to undertake four studies so as to prepare for a
medium-term water supply as well as sanitation extension programme. The studies
include the selection of a future raw water source for Dar-es-salaam, strategic plan,
and feasibility studies for the expansion of water supply services and sewerage
services in Dar-es-salaam. Moreover, national urban water supply and sanitation
strategy will be considered for improving‘water supply and sanitation (WSS)
services in urban areas, which are the tasks to be performed by DAWASA under
WSS and DWSSP (long-term investment programme). Therefore, in order to
facilitate DAWASA PGA, and to also ensure that all the responsibilities are
implemented, the new organisatiohal structure was formulated and kept in
operation [45]. However, the function and composition of the new management
organisation structure can be summarised and presented as follows (see Figure
2.3).
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Figure 2.2: DAWASA PGA Management organisation structure

2.4 City Water Services (The Operator)

City Water Services Ltd. (CWS) is a private limited company established
under the law of Tanzania, the company shareholders of which are Bi water, Gauff
Ingénieure and Super Doll (Tanzania) Limited. A Tanzanian joint-venture company
was set up by Bi water International Ltd. UK and H. P. Gauff Ingenieure GmbH,
which together hold 80% and 20% of its share capital respectively. Moréover, as
49% was held by Super Doll Trailer Manufacturing Company Ltd. with the exception
of the operational duties, there are capital works to be implemented by the operator
(The City Water Services), which were directly delegated to, and carried out under,
the responsibility of CWS (the delegated works). Therefore, under this project, the
private operator was responsible for the operations and maintenance duties, as

well as the delegated cabital works [38].
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2.41 Role and Duties of City Water Services (CWSL)

The duties performed by the operator CWSL can be categorised into three

types of duty: technical, commercial, and administrative.

2.4.2 Operator’'s (CWSL) Technical Responsibilities

According to the lease contract, the defined operators (CWSL) technical
duties included the operation and maintenance of networks, equipment and plants,
the procurement and supply of chemicals and energy, and customers’ water supply
connections, including water meters. Other duties comprised surveying and
quantifying of the assets in order to prepare and implement a maintenance plan
which was updated on an annual basis, leakage detection and control, the
implementation of a capital invéstment programme, and the planning and covering
of the rehabilitation and renewal of assets. Moreover, the management of the
implementation of delegated capital works and the implementation of priority works
were also to be carried out. However, according to the DAWASA V/S City Water
Ltd. contract [41], the technical role and duties performed by the private operator,

were as follows:

. 1. To provide the services required in accordance with the contract in an
efficient, effective and economical manner; to ensure quality control
according to the International Standards Organisation so as to ensure the
quality of the provision of services, and to maintain and repair assets [44];
and \

2. To meet and fulfil the performance targets as set in this contract (Appendix
N). In the event of the operator not meeting such key performance targets,
they shall be held liable for the penalties, as set out in this contract

(Appendix N in the CD).
2.4.3 Commercial Management Duties

1. The company also had to deliver the management of the customers’
accounts, including billing and the reading of customer meters, in addition to
revenue collection, the management of customers’ complaints, and the
timely updating of a list of all services supplied by the operator to
government institutions;

2. The establishment of various mechanisms for the promotion of customer
relations, in.cluding the development of contracts with customers, and the
publication of such customer contracts. In the opinion of the operator, this

would secure adequate publicity for customers; and
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To provide all necessary and adequate working capital and other finances at
all times during the period of the contract in order to facilitate the fulfilment

of all its obligations, and to provide the services in the operators’ area.
Administrative and Financial Management

The operator’'s responsibilities in relation to the administration and financial

management include the following considerations:

1.

2.

3.

245

To sustain all existing employees, training and the_ development of
personnel, as well as to create a sustainable Information Technology
system and database, establish account procedures, prepare and submit
reports to DAWASA (the Lessor) and prepare the Codes of Practice and
final budgets, strategic plan and business plan;

To develop and manage the programmes for the advancement of the skills
and competencies of persons employed within the water and sewerage
sector within the areas; and

To ensure that all the operators’ personnel remain employees of the
operator or an affiliated company for all salary and benefit purposes, and
that such staff are compensated in accordance with the normal policies of

the operator, as may be amended from time to time.

The Power and Rights of City Water Services (the Operator)

The operator is required to perform all the water service functions within the

DAWASA operating area according to the contract, and for the sole purpose of

carrying out and implementing the provisions of the contract include specific

powers conferred on the operator elsewhere, as described in DWSSP financial

contract [43]. In order to reinforce the operator's performance, the following rights

were

granted:

Rights of disconnection of services to properties for non-payment of
charges for water and sewerages,

Rights of entry to premises and properties, the right of control, and the right
to discharge to sewers, the right to manage, use and operate the assets;
The right to take legal action for the breach of obligations by customers, and
the operator's obligations to obtain and keep in force all necessary and
appropriate licenses, permits and warranties for the provision of services
and the carrying out of works; and

For the first five years, the operator is required to provide a Managing
Director from the staff or officers of its majority shareholder.
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2.5 The Energy Water Utilities Regulatory Authority (EWURA)

The authdrity was established under the EWURA Act 2001 in order to
maintain the balance between utilities services providers and consumers.
According to the presidential sector reform commission report [38), quality water for
all is the government’s primary objective; however, Water Act No. 20 of 2001
details targets associated with the supply of quality water to more than 75% of all
villagers by 2025, which is also an evidence of the government's focus on
affordability. Establishing EWURA in order to balance and control water charges is
another way of ensuring affordable water services to all; such a service will
ultimately ensure the use of safe water by all, and will therefore accelerate social
and economic developments within the country [51]. The main duties of the

authority were:

1. To promote effective competition and the economy;

2. To profect the interest of all costumers and the service providers;

3. To promote the availability of regulated services to all customers, including
low-income, rural and disadvantaged consumers;

4. To enhance public knowledge and awareness of the regulated sector,
including the right and obligations of consumers and regulated suppliers,
and the ways in which complaints and disputes may be initiated and
resolved; and '

'5. To ensure the protection of the environment.

Furthermore, the most important function of the Authority is legislation:
1. To issue, renew and cancel licenses; |
2. To establish standards for goods and services;
3. To establish standards for the terms and conditions of the supply of goods
and services;
4. To regulate rates and charges; and

5. To form rules and policies.

Moreover, there was also the requirement to monitor the performance of the
regulated sector in relation with level of investment, availability, quality and
standard of services, cost of services, efficiency of production and distribution of
services. In the case of the DAWASA privatisation, EWURA was directly
responsible for the legislation issues of DAWASA PGA and City Water Services’
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duties, as well as for the monitoring of the performance in relation to the level of
investment status, quality and standard of services, costs and general services
performance [50; 51); however, during the process of privatisation, EWURA was
not in place; EWURA was established when City Water Services was
approximately 5 monfhs into its operations. This has a greater risk in the entire set
up of DAWASA and City Water Services, whereby rules and control for the fair

operation of each organ against water users were not in place at the right time.

2.6 Privatisation Implementation, Performance and Monitoring

The assessment in terms of performance has been monitored periodically
according to the agreed and contractual performance set indicators of every
specific job in a fixed particular time. With this in mind, according to Mutalemwa
[49], an on-going and annual monitoring programme was carried by DAWASA (the
lesser) based on routine returns made by the operator in key performance. The set
targets for performance in accordance with the contract were independently
checked and audited by DAWASA PGA. The monitoring programme—which
includes the agreed performance indicators—identified all the failures made by the
operator in terms of failing to achieve key performance targets. However, it was a
contract obligation that the operator should make use of Good Industry Practice so
as to comply with all performance targets in order to obtain the required standards.
When not achieving the targets, financial penalties were set. In practice, DAWASA-
PGA used two major methods, including periodic reports submitted by the private
operator and the auditing of both technical and financing issues.

According to DAWASA City Water Lease Contract, Good Industry Practice
(GIP) means the exercise of the degree of skill, diligence, prudence, and foresight
that could be reasonably expected from a skilled, experienced and prudent person
engaged in the provision of services, and the carrying out of operations,
maintenance and administration pursuant to the lease contract from time to time.
However, all the performance target indicators of each described work were set
referring to the volume of work carried out (Volume and Quality) against its
completion time. Therefore, the conclusion from this comparison (work performed
against time) was analysed and adopted as an operator’s performance.

The key performance targeted areas were drinking water, effluent quality,
customer water méter installation, new domestic water supply connection,
transmission main losses, water distribution Iosse.s, revenue collection, repair time
of burst water pipes, repair time of background losses of supply pipes, data

collection, percentage of customers receiving less than 5m pressure at the tap, and
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those receiving less than 10m pressure at the tap (see attached table in Appendix
N in the CD). The other performance targets were not subject to financial penalties.

2.6.1 Comparison on Performance

The comparison discussed in this section is focused on revenue collection during
all the three different periods, including DAWASA prior to privatisation, the City
Water Services period, and the period following the termination of the private
services. However, a comparison in other areas of services, including water
production, connection for new customers, water meter installation and quality in
services, were not covered owing to a comparison in revenue collection being
decided as the benchmark of all services performance. Other areas of services
performance can be indirectly reflected in total revenue gain. Essentially, the
revenue collection prior to the privatisation amounted to Tsh.14, 087.00 million per
annum, which was higher by almost 9% when compared with the revenue collected
during the private water services period (City Water Services), including the tariff
increase, which occurred just after the privatisation had started. DAWASCO were
collecting almost 10% more than the City Water Services collected. The
expenditure during the City Water Services period was not available and therefore
induced difficulties in terms of comparing others expenditures incurred during
DAWASA and DAWASCO periods. The expenditure comparison was set in order
to provide level of efficiency in finance management within all three (CWS,
DAWASA and DAWASCO) periods, which intended to open up a discussion on the
possibility of fund-serving. The summary of the total revenue collected in the three
different periods can be presented in a table format, as clearly shown below

concerning what amount of revenue was collected during each period (see Table
2.2).

Table 2.2: Comparison on revenue collection

COMPARISON OF FINANCIAL PERFORMANCE
Revenue Expenditure
Institution | Description Financial Collection TZS 'Million
Year TZS 'Million
DAWASA Pre-lease 2002/2003 14,087.00 17,983.00
CWS 2003 Lease | 2003/2004 12,903.00 H
DAWASCO | 2005 Lease | 2005/2006 14,600.47 17,776.00
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2.6.2_ Outcomes and Failure of Privatisation of Water Services in Tanzania

i. The Failure and Termination of Lease Contract

The poor performance of the private water services under the operator City
Water Services included the major cause of financial losses. The loss of almost
Tsh. 1,697.47 million per annum was evidenced in Table 2.2, which therefore
provides a clear indication of the operator's failures and poor performance in
revenue collection. This was considered to be a Material Breach of Contract.

According to the DAWASA City Water Lease contract, ‘a material breach of
contract may lead to the termination of the contract’. Material breach of contract
means when there is a serious material breach like non-compliance with
obligations, or the violation of rights established in the lease contract occurring in
serious and repeated forms which subsequently cause financial losses. Moreover,
the material breach of contracts occurs when the operator or leaser commits
material breach of the lease contract and does not take responsibility for the
breach, or otherwise fails to correct or take substantial steps to correct a situation
of non-compliance or defective compliance with its obligations, within a maximum
period of 30 days. The injured party deserves the right to terminate the contract;
therefore, having this contract power, with clear evidences of financial losses owing
to the operator's poor performance, the government of Tanzania terminated the
DAWASA City Water lease contract.

ii. Unpaid Equity Contribution

According to the DAWASA City Water lease contract, the operator CWS was
to pay an equity contribution of a minimum of twenty-five% (25%) of the total
subscribed share capital, and that the total subscribed share capital shall was not
less than ten million US dollars (US$10,000,000.00). Notably, as of May, 2005, the

amount had not been paid in full [41].

iii. Unpaid Rental Fee

According to the lease contract agreement, a rental fee shall be paid by the
operator to the leaser monthly in advance, and the amount of the rental fee payable
to the leaser was Tsh. 50 million per calendar month; however, up to May, 2005,
the amount was not fully paid, although by how much has not been disclosed.
Markedly, the payment of eléctricity bills was problematic, and sometimes was not

possible owing to lessor’s revenue collection.
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Such facts amounted to, were concluded and grouped together as
performance failure by the private operator; therefore, the appropriate action was to

terminate of the lease contract.

iv. Reporting Modality

Table 2.3: City Water Contact Schedule of Reports

Title Timing
Annual Operating Budget, Annual Three (3) months prior to the
Detailed Investment Plan, Strategic commencement of the Operator’s
business Plan, and Five Years Financial Year

Rolling Investment Budget

Three(3) months after the end of the

Annual Reports Operator’s Financial Years
Collection and cost summary tables Quarterly
Financial Statements Quarterly

According to the lessor contract [41], the private operator should perform all
described duties and report to leaser in a timely fashion (see Table 2.3).
Furthermore, in the view of Nyamajeje [50], Table 2.3 was a part of the
contract agreement on the lease contract, which the operator CWS was to follow.
The detailed components to be reported include the quantity of leakage control,
new connections and water meter installations, water production, services and
repair of the water pipes, detecting illegal connection, revenue collection, billing,
and waste water services in areas of leakage control. In reality, this reporting
timetable was not followed. City Water Services expenditure was not reported at all,
which is why the comparison for the total annual expenditure of the figures from
City Water was not available (see Table 2.2). Notably, this was amongst the
difficulties experienced during the privatisation period, which may be one of the
driving forces for the contract termination [50]. With this in mind, the Minister for
Water and Irrigation, Lowassa [52], stated that, ‘In May, 2005, DAWASA acting on
behalf of the Government of the United Republic of Tanzania terminated the lease

contract with CWS for non-performance and material breach of contract’. -
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2.7 Summary

The experiences on water services in Tanzania has been widely discussed in
this chapter, along with the failure of public water services, driving forces for
privatisation, and their effects, which together provided the major focused areas of
the discussion. Considering the contents in the covered discussion, a number of

conclusions were drawn as follows.

i. Driving Forces for DAWASA Privatisation

It was concluded that the privatisation of water services in the country was not
the government’'s choice; rather, Tanzania urgently needed capital funds
(approximately US$149 million) for the rehabilitation, repair and development of the -
deteriorating Dar-es-salaam water infrastructures, with such investment considered
able to improve and provide better water supply and sewerage services to Dar-es-
salaam and coastal region citizens. The urgently needed amount was vast, and
Tanzania was not able to raise such amount. The government approached the
World Bank for a loan, which was available to provide a loan with the condition that,
under international competitive tender bidding, DAWASA should be privatised.
Tanzania, with no other viable option, accepted the loan with the privatisation
condition. With limited kn'owledge and a lack of experience in water privatisation,
Tanzania implemented the World Bank condition quickly in order to qualify for the
loan. The loans came with many other conditions, including highly paid experts
from the World Bank, no objection, and other World Bank procurement procedures.
Such conditions havé direct effects on the actual loaned sum, as well as the
implementation procedure, which together all reflect in the form of higher water
charges. Therefore, getting out of these conditions, the developing countries

should come up with an alternative local capital funding method.

ii. Private Operation of Water Services

The discussion evidenced that the need for capital funds was the cause of
private water serviceé in the country. However, private water services, which took
over from public management, could not deliver as well. The failure of private water
services in the country left behind a number of unanswered questions, including:
What is next step for Tanzania water services? And which water management
model would work in country? Moreover, how could it be developed? This research
adopted such questions as a challenge for the way forward, and therefore drew the

conclusion for a takeover for developing the appropriate solution concerned with
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solving the existing water problems in the country; therefore, the need for an
appropriate water management model in the country was concluded from the
effects left behind as a result of the failure of private and public water services.
Therefore, if the idea of establishing local capital funding method was from
the effects of unfavourable loan conditions from international institutions, and the
idea of developing appropriate water management model was from the failure of
both public and private water services in the country, then the appropriate solution
for Tanzania water services is to develop a model with the ability to solve both of
the two aforementioned problems (the appropriate management model for services .
and operations, and, at the same time, a model able to generate funds for
sustainability and capital development). However, the knowledge of experiences |
from neighbouring regions and Sub-Sahara African countries will add value in'
terms of the entire exercise concerning comparing local Tanzanian experience,
which may then possibly result in a realistic water services model for Tanzania

(Sub-Sahara African Countries).
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CHAPTER THREE: WATER SUPPLY AND SEWERAGE SERVICES IN
- AFRICAN DEVELOPING COUNTRIES

3.1 Introduction

Kerf [24] notes that, in developing and developed countries, there are
continuous problems to solve. Essenﬁally, the magnitude of struggle and the nature
of the problems are different, as developing countries face the worst conditions with
approximately 884 million people in the region experiencing inadequate access to
safe drinking water, whilst only approximately 2.5 billion people in the same region
have inadequate access to water for sanitation and waste disposal. Poverty, poor
economy, unstable political governance and the rapid growth of population are all
factors for consideration. This chapter focuses on experiences concerning water
services from a number of Sub-Saharan African countries. The focus is on the
process that has led to success and failure in various operations of water and
sewerage services within the region. The Sub-Sahara Africa countries have
involved geographical, cultural, social, traditional and economical similarities with
Tanzania. Sustainable water services have similarities in terms of problems in most
of the Sub-Saharan countries.

Tatlock [211] argues that, ‘while water stress occurs throughout the world, no
region has been more afflicted than Sub-Sahara Africa’, and further adds that,
‘water stress refers to economic, social or environmental problems caused by
unmet water demand’. Essentially, water services in Sub-Sahara African countries
including Kenya, Uganda, Senegal, Gambia, and Cote d Ivoire and Ghana have
been critically discussed. Issues including the type of management and the effects,
funding for water projects, and overall affordability of services have been examined
in-depth. The captured concepts will be compared with the experiences learnt from
Chapter Two (Tanzania) for a further step towards reaching the best solution for

Tanzania's water problems.
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3.2 Water Supply and Sewerage Services in Uganda

3.2.1 Background

The struggle for water services improvement in Uganda began from the time
of the country’s independence in 1962. Water services in the country have been
managed and controlled by the government. A step-by-step restructuring of water
policies, as well as management organisation, have been implemented.
Nevertheless, success and failures were all part of the process. Initially, water
services were managed under the Ministry of the Local Government. During this
period, Ggabba was the only water production plant in Uganda with a maximum
production capacity of 50,000m3/day. Water produced from the Ggabba water
treatment plant was supplied to Kiruba Island, Central Kampala industrial areas,
and colonial residential areas (Muzungu). In the 1970s, Uganda water services
were transferred to the Ministry of Mineral and Water Resources. In 1976, National
Water and Sewerage Services (NWSC) were in place, with only three areas of
operation: Kampala, Entebbe and Jinja. Under the World Bank funding project, in
1989, the Ggabba water treatment plant was successfully rehabilitated, with its
capacity of water production upgraded to 80,000m3/day [13].

Sekayizzi [13] adds that the expansion of Ggabba Il Water Treatment Plant
went together with upgrading other water sources and the expansion of the water
distribution network in Kampala and other areas. The improvement resulted in the
necessary change of the NWSC structure to accommodate new larger operational
areas, such as Barara, Masaka, Tororo and Mbara. However, following the
commissioning of the Ggabba Il expansion water works project, the Kampala
operation area was divided into five service zones: City centre, Uwaise, Najja,
Ntinda and Kansagwa. This change was adopted in order to enhance the water
management system in Kampala for services improvement in an attempt to meet
the new designed targets. According to Kaggwa [14], during the period 1980-1997,
the Uganda water sector was under the management of many different ministries,
including Ministry of Natural Resources, Ministry of Water, Ministry of Energy,
Ministry of Environment, and Ministry of Metrology, etc. Water services were still in
a poor state. Notably, the current time, the management water and sanitation
sector is under the Ministry of Water and Environment, and the operations of
services were contracted to a parastatal organisation (NWSC).

Subsequently, in the late 1990s, the operation and performance of NWSC

was deteriorating owing to over-employment, which was approximately 3 to 1 (1
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employee serving 3 customers only). However, a lack of commitment from
employees resulted in a bureaucratic system of performance. As a result, water
services performance declined, and there were subsequently low operational and
financial efficiencies, poor quality of services, with general performance extremely
bad to the extent that NWSC could not meet its debt services obligation.
Furthermore, the debt stock of NWSC went up to Ushs.100 billion, thereby
requiring an annual service obligation of about Ushs. 23 billion. The situation was
so severe that even strivihg to meet the day-to-day operational expenses was
tremendously difficult, and the entire urban area subsequently had a very low
coverage of water supply and sanitation services [15]). As a result, this situation
- forced the Uganda government to take necessary measures for water betterment in
the country.

In 1997, the Cabinet, under minute 139 (CT 1997), directed the Ministry of
Water and Environment to develop a comprehensive policy framework for water
resources management plan. Part of this task was to prepare a development plan
and to accordingly reform the water sector. A team of officers from the Ministry of
Water were provided assistance from consultants Ms Thelma Triche and Price
Water House Coopers, which managed to review the organisational structure of
National Water Supply and Sewerage Corporation. An outcome of the government
(Cabinet) directives and consultancies contribution in 1998 witnessed the new
board and management team for NWSC installed. A change of organisational

structure and management team [16].

3.3.2 Management of Water Services for Kampala Water

In relation to the Kampala Water Improvement Project (KWIP), Kaggwa [14]
argues that, since 1998, the management and operation of Kampala water services
was officially under Gauff Inginieure Consultancy for two years in the form of an
operational contract, by which time the entire Kampala City was divided into five
water services zones. The German company completed the first term of the
contract period in March, 2000; unfortunately, however, they could not qualify for
the second term for reasons associated with general performance and difficulties
relating to poor revenue collection. The National Water Policy dnder minute 131
(CT1999) was aimed towards strengthening the reform in the water sector in order
to ensure that the services were provided with increased performance and cost-
effectiveness with the expansion of coverage. In 2000, the Uganda government
intervened in NWSC operations by freezing the debt service obligation and
maintaining the corporation under its performance contract for the first time (PC1),
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which was to act as a transitional measure to improve the performance of the
corporation and as a part of executing institutional reforms.

Following this, the German company (Gauff Inginieure Consultancy) ended its
first term of the contract in March, 2000. In April, 2000, the new French company
(ONDEO) was selected and awarded with a new two-year contract as a substitute
to Gauff Ing. The company, with top executive French management staff, was
unable to improve the revenue collection in such a way to reach the target of 85%
of the total water supplied. According to the contract, water leakages were to be
reduced up to or less than 20%, with new customer connections down by up to two
connections per week. Importantly, there was no significant expansion of the water
supply network, and water meter installation was less than almost 70% of the total
water supply connections, therefore being 10% less than the target. The rising
water demand, owing to commercial development and population growth in
Kampala City, also posed a problem. The operator ONDEO could not manage the
situation, which subsequently resulted in poor performance in terms of revenue
collection, poor water leakage control, and poor water pressure in the network
when the network was not expanding.

Internal pressure was increasing from the government to the private operator
owing to underperformance. In February, 2002, the French company pulled out and
left the Kampala City without managemeht, claiming that performance targets were
unfairly raised. This was the end of the foreign private company providing services
in Kampala City, and was actually the end of private water services in Uganda.

According to Muhairwe [17], NWSC took over the operational duties by
nominating local staff to take control of Kampala water duties. In February, 2004,
the government reformed NWSC activities and officially transformed the entity into
an Asset Holding Authority, and all other technical, regulation responsibilities were
sent to Department of Water Development (DWD) under the Ministry of Water and
Environment. The summary of the structure and division of responsibilities are as

shown in Figure 3.1 below.
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Figure 3.1: Structure of water management in Uganda

33.3

Duties and Responsibilities

The division of labour within water sector management was one of the

proposals made by consultancies Triche and Price Water House Coopers in 1997

during the review of water master plan, as directed by cabinet under minute 139.

The objective was to create quality management, which would enhance the entire

performance. However, understanding the boundaries of responsibilities, i.e. where

responsibilities lay for certain tasks, would ensure accountability. Therefore, the

duties and responsibilities in the Uganda water sector were divided as follows:

Ministry of Water and Environment (MWE): The Ministry of Water and
Environment has an overall responsibility of water services and environment
in the country, mainly dealing with policy issues (formulating and
supervising during the implementation), issuing national standards, ensuring
regulation regarding tariffs, and performance contract management
especially with Kampala Water.

Directorate of Water Development: The directorate of water development
in the Ministry of Water and Environment is working under the Ministry’s
permanént secretary, and therefore the directorate main responsibilities are
Managing Water resources, Policy Guidance, Coordination between the
Ministry and NWSC and other external and internal organisations, Technical
Regulation and service support to local government authorities, and other

services providers.
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o National Water and Sewerage Corporation (NWSC): The National Water
and Sewerage Corporation, as an autonomous public corporation, is a
water services provider responsible for all large urban centres in Uganda.
The company’s duties and responsibilities are to supply water for domestic
use and other purposes, and sewerage management in 21 large urban
areas and big national institutions throughout the country. Notably, an
asset-holding authority, setting the internal management contract, and the
performance of monitoring internal local delegated areas, and setting the
incentive for local internal delegated areas.

This new sector structure and dividing the responsibilities of performance to each
organ in sector is a strategy to encourage efficiency and good services
performance. This is one solution for water services improvement, which is actually
without expense. In fact, the most encouraging factor in such a change is the
openness for building trust and increasing commitment. These are the core
functions necessary for performance improvement and accountability—especially

when the system of division of labour goes to each individual employee.
3.3.4 Current Situation of Water Services in Uganda

The capital city Kampala is the biggest populated area in the country. The
largest part of water supply and sanitation services are provided by NWSC;
however, 75% of the total NWSC revenue collection is contributed by Kampala
water. The successful performance of NWSC depends on the performance of
Kampala area of service. The improvement of NWSC services is presented as

summary of water services in Kampala City (Table 3.1) [17].

Table 3.1: Summary of performance of Kampala water for about five years up to
2006 | |

_ 2002to | 2003to | 2004to | 2005to | 2006 to
Years 2003 2004 2005 2006 | 2007 Percentage

New 6,821 8,720 12,174 19,908 13,087 192%
Connection
Sold Water
Million m3 20.3 21.3 24.4 26.5 6.2 30.5%
Water
Production 36.5 38.5 41.2 41.2 4.7 12.5%
Million m3
Installation of
water meters 48,952 59,022 72,231 93,305 44,353 90.6%
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Moreover, NWSC water services coverage has expanded to cover almost
90% of all large urban areas in the country within the period of five years from
2002. Annual turnover has increased from 37,140 in 2003 to 58,540 in 2006.
Moreover, water production has increased from million 51.4m?> to million 58.1m?3,
water transmission mains has been extended from 2,170km to 2,868km length
within the same period of three years (2003-2006), water sales have increased
from million 31.2m® to million 40.8m? and new water connections have increased
from 700 to 2,256 per month. These are a few additional evidences which show
that NWSC performance has improved, and that the current management system
is performing better than Gaff Ingo. and ONDEO. However, Muhailwa [17] notes
that, for the development and protection of water sources for the benefit of all, the
best and affordable water and sewerage services must be provided to all NWSC
operational areas in order to build a stable and good relationship with other sector
members. The current NWSC system requires necessary improvements in terms of
capacity building, the decentralisation of administrative power, and bid evaluation in
order to provide more power to structure operating zones [18].

The current water operating system in Uganda is contract-based, whereby the
management of NWSC has to sign a performance operational contract of no more
than a two-year period to run NWSC based on the agreed performance indicators,
and terms of conditions. At the end of the contract period, the Ministry of Water and
Environment examines the NWSC management performance. Depending on the
performance against agreed performance targets, operational contracts may or
may not be renewed. The internal performance operation contract is also exeéuted
between NWSC management and the branches management team, whereby
branch managers are bound to comply with all the contract terms of performance
as well as other conditions. At the end of the contract period, the performance of
branch management is examined against the agreed terms for necessary action.

This system can be defined as an operational under-performance monitoring

contract [13].

3.3.5 Appraisal for Uganda Water Supply and Sewerage Services

During the period following the Uganda independence, i.e. 1962-1998, water
supply and sewerage services were provided by the government. The service
situation was limited and very poor. In 1998, the government decided to contract
the services to a private company Gauff Inginieure. Importantly, the private
company did not perform well, and water services in Kampala city deteriorated with
a limited water services network. In 2000, the operation of water supply and
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sewerage services in Kampala was contracted to another foreign private company,
ONDEO, which did not improve the situation, claiming that the performance targets
set to them by the owner, NWSC, were not practical (see Section 3.3.2). Under the
same performance targets, the Uganda government went for an internal
performance contract with a local parastatal organisation under the periodic
management contract. The outcome was good and encouraging, which provides
evidence for the belief that private water services were not able to work in Uganda,
predominantly owing to the government change of organisation and management
structure which has introduced various differences. However, the strategy of the
approach of the division of labour normally has a greater contribution in terms of
accountability, especially when considering the set-up includes each individual
person in the system. Furthermore, the performance contract between the
individuals and the service provider is a motivation in nature, with targets set as a
catalyst to service improvement. This, however, depends on the nature of the
contract and the set targets. Nevertheless, it is considered that contract target-
setting and indicators should be more realistic so as to encourage contract

performance.

i. Engaging contract performance in water services can be one of the
catalysts for the performance improvement in the sector; however, the
system should allow for the measuring of the performance of each
individual. Restructuring the organisation and changing the management
team can impose new ideas which are necessary for development and
services improvement.

ii. We have also witnessed that the German company Gauff Inginieure and the
French company ONDEO took operations for the private water service in
Kampala, but the private water supply and sewerage services failed to work.
Therefore, neither private nor public water management are considered an
appropriate approach for water services in Uganda. Importantly, this
necessitated the government to restructure NWSC to perform commercial
water services style under performance contract.

iii. The local parastatal management style under special performance contract
was the only solution for Uganda to achieve better water services. As we

have seen, there was improvement under the management of NWSC (see
Section.3.3.2).
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3.4 Water Supply and Sewerage Services in Kenya

3.4.1 Background

One of the practical examples of non-public water supply and sewerage
services is the two towns of Kenya (Nyeri and Eldoret). The 1998 Kenyan water
policy declared that it would increase the community and private sector
participation. The emphasis is placed on enabling a government institutional
framework, which will automatically encourage the autonomy of local authorities in
the management of water resources. The government initially provided water
services through municipalities. The trend of new policy of local authorities on water
supply and sewerage services—a more commercial approach—was implemented.
Water services have subsequently followed commercial services principals,
focusing on sustainability and managing the available water resources.

According to K'akumu [19], initially, the government aimed to privatise the
services, but the ceding of water supply services to private enterprises has been
opposed by various perturbed groups claiming that poor people or those people
with low incomes would not be able to settle their water bills, and would therefore
remain without this basic service. However, local authorities are convinced that
privatisation will ensure the efficieht provision of water at an affordable price [19].

Sammy [20] argues that there is the need for building a good and stable
government and economy, and that the benefits of privatisation were considered as
the major objectives for the adoption of the reform to public water entities in Kenya.
However, other factors, such as the phenomena of population growth and
environmental degradation, have markedly challenged concepts of water services
being owned and provided by the government (as has been proven that water
services are no longer being better managed under a public system). Water is an
expensive commodity—especially in capital investment (plants and networks);
therefore, this should be operated with focus on cost in order to ensure the balance

between sustainability and affordability [20].

3.4.2 Management of Water Services in Kenya

In 1996, the Nyeri Municipal Council in Kenya, together with other Kenyan
towns, Kericho and Eldoret, requested that the German Agency for Technical
Cooperation (GTZ) consult and support its mission of adopting a non-governmental
programme in setting up water supply and sewerage services. Through the
~ assistance of GTZ's technical expertise and the commitment of Nyeri Municipality,
the Nyeri Water Supply Corporation (Nyewasco) was established and began to
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operate in 1998. Nyewasco took over all water responsibilities in the Nyeri region.
Moreover, in order to empower Nyewasco with these new responsibilities, Nyeri
municipal transferred all water infrastructures with a value of almost Ksh,
716,093.00 to Nyewasco—including the working force from municipal water
department. No capital funds were invested for the establishment of Nyewasco.
However, following the formulation of the executive management team of
(Nyewasco) on behalf of the Kenya government, Nyeri Municipal remains with the
power of policy issues only [20]. Therefore, the operation issues were handled by
the management of Nyewasco whilst the policy issues were executed by the
government; this provides evidence of the division of labour for better services, and
also to show that it was not necessary for the government to provide water services
to Nyeri municipal. This means that water services could be provided independently
from government interference, although the government should remain as

overseers and policy makers.

3.4.3 The Current Situation of Water and Sewerage Services in Nyeri
(Kenya)

Since Nyewasco began its operations in 1998, the new management has
been successful and has shown good performance in various areas. For example,
the production capacity of Kamakwa Water treatment plant has improved from
6000m3/day to 9000m3/day, water turbidity problems have been eliminated,
reported water pipe problems are attended to promptly 24 hours a day, connections
for new customers have increased from 6,596 in 1999 to 8,318 in 2003, metered
connections have increased, retail water kiosks for poor people have been
established (but in areas where tariffs were introduced), new jobs were created
owing to the expansion, stable and fair water rates were guaranteed for public
institutions, and the company pursued need-driven commercial policies. The
company has cut down water losses from 55% to 36—40%, with Nyewasco
subsequently pumping a surplus of 1000m®. Revenue collection is approximately
Ksh. 8 million per month, which is earned from ser\)ing 50,000-60,000 people, and
Nyewasco has expanded to parts of Nyeri town not previously served, thereby
replacing submersible pumps by giving people of this area normal pumped surface
water from the Kamakwa water treatment plant. This shows that more people of
Nyeri municipal are now supplied from the Kamakwa source. Markedly,
submersible pumps are not used.

The company management set-up and the Board are now directly responsible
to Nyeri citizens, with the majority of Board members local citizens from Nyeri town,
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with a guiding policy stating that revenues collected are to be re-invested into
improving water and sewerage services. This system is functioning well because
the Nyewasco management is achieving full support from their customers, which
results from the fact that customers have a feeling of owning the company, They
form the Board of the company, and customers’ ideas can be immediately taken
and implemented; therefore, customers are closer to the service. This type of water
supply management of forming an agency under the municipal council with full
power of planning and operation has proven to be a very successful method in

Kenyan towns [9].

3.4.4 Appraisal for water services in Nyeri (Kenya)

If the assessment of success is based on the differences between the
previous situation (as detailed in Section 3.4.3) of water services in Nyeri and
current performance, Nyeri water services has witnessed a real improvement in
relation to water services. Therefore, the poor water services situation of limited
quantity of water, which had a high turbidity problem with dilapidated water network
owing to the government lacking capital funds, for repair and rehabilitation prior to
the establishment of Nyewasco, was the driving force for change.

The restructuring of the water system in Nyeri was initiated, designed and
implemented locally without cost. The local citizens being members of the
Nyewasco Board is a 'sound strategy for building good relations between the
company and its customers. The management model was developed locally in
order to solve local water problems, and has a greater acceptance as customers
are considered important stakeholders. Therefore, the communication between the
service provider and consumers is easier, which has a greater contribution in terms
of performance. The government role is restricted to policy issues, which is done
independently—especially if customers are a part of the management team of the
entity. This type of organisation structure can work better, not only in Kenya but
also anywhere in Sub-Sahara Africa countries, provided they are similar conditions.
However, when considering the focus on performance contract between Nyewasco
and government, the author concludes that the performance contract system
guarantees quality and a period of work performance; therefore, it can be adopted
in the research process for developing sustainable solution for Tanzania.

Another lesson to be learned here is that it is not always the case that good
structured change should come from a foreign country or from a foreign private
company; in actual fact, structures developed locally have proven to be acceptable
and more efficient (for example, Nyewasco). The municipality of Nyeri enabled the
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agency Nyewasco to be formulated with its own capacity and with the use of all
local workers from the municipal council's water department. The local agency
brought in better water services; therefore, local changes, plus empowerment, can
be one of the solutions for better water services. This approach should be adopted
as a concept and platform for building the ideal solution for Tanzania water
problems, but also as a new challenge for devising or developing appropriate

solutions considered suitable for each country.

3.5 Water Supply and Sewerage Services in Cote d’lvoire
3.5.1 Background

Since independence in 1960, water services in Code d'lvoire have been under
public management. From the early 1980s, the government of Code d’lvoire began
the process of the water services reform. The driving forces for reform were
serious, with public financial crisis experienced throughout the whole water sector.
The government water development plan for investment (extension of services,
maintenance and repairs) was critically affected by a lack of funds. Ambitious
projects which were designed in 1980 also failed to anticipate the extent to which
they would be affected by the crisis. Kerf [24] added that various factors, such as
the increase of water tariffs implemented in 1981 and 1984, depressed the larger
consumers’ demand. As a result, many opted for other alternatives of water supply,
including the drilling of private bore holes and shallow wells. Subsequently, large
water consumers, paying the highest rates, sharply reduced their water
consumption, and the water network and rate of connection progressively fell to
approximately 70% in 1987. '

During this year, the government of the Cote d’lvoire began to implement
investment for water services improvement, as designed by the directorate of water
in 1980. In order to ensure that investment would be self-financed, the government
decided to transfer the planning functions from the water directorate to a private
company SODECI (formed by French company SAUR in 1974). The Cote d'lvoire
government agreed to transfer the whole operation of water services under a lease
contract to SODECI, although comprising the condition that the government would
commit its own resources to implementing the investment programme and to cover
debt services charges. Therefore, on behalf of the Cote d'lvoire government, the
Fonds de Development de I'Eau (FDE) was responsible for the funding of water
investment expenditures, whilst Funds National de I' Eau (FNE) was funding the
debt sérvices. However, the funds for the investment and debt services were

sourced from different consumer tariffs and SODECI lease fees.
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Officially in 1987, SODECI was leased to operate and maintain the water
supply and sewerage services in Cote d'lvoire. The lease contract ensured that any
new extension in relation to water supply services made by SODECI will be
compensated, as well as if the amount of water consumed fell below the capacity of
the network. All water service operational responsibilities were contracted to
SODECI. The water directorate, on behalf of the Cote d'lvoire government,
remained responsible for monitoring SODECI’s contract and policy issues, and also
for supervising the execution of new investments [24]. |

However, the condition surrounding the compensation in the contract terms
was a heavy and a burden to the government if the operator underperforms owing
to lack of full commitment to solving all field water problems. On the other hand, the
maximum freedom given to the operator SODECI may also ultimately encourage
the performance; however, the independence is one of the motivations for

performance but ensures objectives are met; the clear targets for accountability

should be in place.

3.5.2 Current Water Supply and Sanitation Services in Cote d’ lvories

The change in the management style of water services (by the government of
Cote d'lvoire in 1987 with the privatisation of the company SODECI) was generally
successful. The quality of water improved and remained high, with all types -of
water losses low and labour productivity improving, with 3.8 employees per
thousand connections (in 1996). However, since 1987, owing to the increase in the
stability of water supply, there has been the constant flow of water as well as the
successful expansion of the water supply network—both of which have caused
water tariffs to increase more slowly than stipulated in the lease contract. However,
this may also be one of the contract terms whereby tariff increases depend on the
successful expansion of new connections; hence, the increase of the number of
consumers, the bigger the revenue collection. The operator SODECI was in a
difficult position owing to the fact that some of the public sectors had not paid their
water bills, but SODECI were reluctant to disconnect them but rather withholds
payments to FDE and FNE, which accordingly meant that funds transferred to such
parties were insufficient to cover future investment and debt service needs owing to
there being less unpaid public bills. However according to Baylist [181], ‘the
approval of regulation and tariffs adjustment which is under council ministers

remain highly political and has therefore been more erratic and ad-hoc than might

have been’ [26].
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3.5.3 Appraisal for Water Services in Cote d’ Ivories

The discussion of this case necessitates the conclusion that a lack of
government finance for watef development projects has been a driving force for
system change in water supply and sewerage services in Cote d'lvoire. Other
sources for funding water development projects can be established from the
balance of customer tariffs and operator leaser fees; however, this should be
researched so as to prevent customer burdens and affordability form higher water
charges.

The changes from public to private operational water services by the
government of Cote d’'lvoire acted as the solution for water problems in the country;
private water operation services can work in various Sub-Sahara African countries.
The approach adopted change with two steps: the first involved contracting
SODECI as a consultant for planning water services development; the second
comprised contracting the same company (SODECI) with a lease contract for
maintaining and operating water services. It provided successful outcomes (as
discussed in Section 3.5.1) for water sector performance as there was a good
knowledge background and sound planning, which could therefore lead to better
implementation performance.

In order to impress the operator SODECI, the government of Cote d'lvoire
took the responsibility of providing compensation for a new water supply extension
if the amount of water consumed fell below the capacity of the network. This can be
adopted as special gear for any good approach for best services delivery; however,
on the other hand, this can be a good hiding place of less commitment in terms of
dealing with field water problems on the operator’s side, especially considering that
the operator SODECI did not commit its own resources to implementing the
investment programme or to covering debt service charges. In this case, the
government of Cote d’lvoire is at a higher risk of paying more to the operator, with
such funds possibly coming from water customers—all of whom have worries

concerning affordability.

3.7  Water Supply and Sewerage Services in Gambia

3.7.1 Background
In Gambia, since independence in 1965, water services were under public

provision, AND the public management water services were not performing well. As
such, in order to improve sewerage and water supply services in the country, in

1972, the government established a public water enterprise known as The Gambia
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. Utility Corporation (GUC). The GUC was formed in order to provide water supply
and electricity distribution services to the capital city Banjul, as well as other
provincial cities. The performance of GUC became extremely poor owing to a
number of reasons, including water tariffs being set below cost, and the corporation
management being. extremely weak, with constant government interference in
relation to day-to-day corporatibn activities. GUC was grossly over-staffed with
more than 1,000 employees in charge of very small water and electricity systems
(approximately 7,000 water connections and 12,000 electricity connections in
1986). GUC staffs were extremely low-skilled, with illiteracy rates of 50% amongst
supervisory staff and 90% amongst lower level staff [12]. The corporation’s weak
management. owing to government interferenée, as well as the low skills in the
majority of staff, caused the GUC to fail in performance. Water demand was
increasing rapidly, supported by population growth and urbanisation, and the
quality of the network deteriorated, with UFW levels subsequently reaching at least
40%, water quality being poor and uncollected bills increasing to reach an
estimated 40% of receipts toward the end of the decade. In an attempt to solve the
problem, the government decided on a contract performance regime with GUC in
1988, and moved to restructure the GUC'’s board in 1990.

Following considerable intervention, the GUC was still unable to perform, and
subsequently completely failed to change the situation; water services were still in a
poorer state than prior to restructuring. In 1992, the government of Gambia
contracted its water supply, sewerage services and electricity sector to foreign
private operator Management Services Company (MSC) owned by the French
enterprises SOGEA. However, the financial responsibility for capital investment and

debt services all belonged to the government of Gambia [24].

3.7.2 Outcomes and Situation of Water Services in Gambia

The commitment of the Gambia government to improve water supply services
from 12 years of public water services since independence was executed as
follows. Firstly, the government system was changed to parastatal management
services under GUC for approximately 16 years from 1972, followed by the
restructuring of the GUC organisation and the management team in 1990, which
also failed. From 1993, the Gambian government introduced private services under
Management Services Global (MSG) under a lease contract. Unfortunately, the
lease contract befween the Government of Gambia and MSG was terminated after
three years of services in 1996 owing to poor performance. The public took over
again, and accordingly formulated public enterprise (NAWEC), which has remained
in place to date. Since NAWEC took over the situation, water services in Gambia
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have improved and become even more stable. As a result, at the present time, total
water production has increased by 20% to 620l/sec. NAWEC has also now secured
a potential project funded by the Dutch Government under the Development-
Related Export Programme grant for constructing 19 boreholes and a new
treatment plant in Brakeman with a total capacity of 350l/sec. This means the total
water production will be boosted to 970l/sec and will cover actual water demand up
to 2015.

3.7.3 Appraisal of Gambia for Water Services in Gambia

The covered discussion evidences that the Gambian government was
committed to improving its water services by changing the public management style
to first parastatal organisation GUC, and accordingly restructuring the GUC
organisation and management team, subsequently going to private water services
under MSG. However, the private management in terms of water services was also
not successful, and was therefore terminated in 1996. The government again
formulated the public enterprise NAWEC in order to provide water services in
Gambia. From this evidence, we can possibly conclude the following:

As evidenced in Section 3.7.1, with the exception of government experience
in water services, for a 12-year period there has been no training for employees,
and no study has been executed in an attempt to establish the real cause of water
problems in the country, which is why the solution to the problem necessitated the
government to go a long way before reaching the NAWEC. The private water
services failed to work in Gambia, although this does not mean that it cannot work
elsewhere. Nevertheless, the failure in Gambia has proved that privatisation is not
a universal standard solution that can work everywhere in any water industry in the
world.

NAWEC was developed and formulated locally by the Gambian government
following a great deal of experience in different water management practices in the
country; these provided good experience in terms of establishing better solutions
for water services in Gambia. NAWEC improved the water services in Gambia; this
is further evidence that the local developed model works better within the
developing country than any foreign imported style. Moreover, learning from this
. experience may lead to new experiences, which may show that it is not necessary

to adopt the methods of the Gambians.
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3.8  Water Supply and Sewerage Services in Senegal

3.8.1 Background

In Senegal, the provision of urban water services was privately managed
since before independence. Soon after independence, in 1972, the service was
nationalised, and was directly controlled by the government. During the 1980s, the
government of Sehegal invested substantially in order to improve the services in
the water sector, but the quality of services nevertheless remained unchanged
(low) owing to poor planning and excessive sophistication of various installations,
which ‘subsequently could not be maintained as required. However, in an atterhpt to
stop direct government influence in relation to the management of the sector, all
assets and related debt service obligations to the public enterprise were transferred
to the Société Nationale d’ Exploitation des Eaux du Sénégal (SONEES). SONEES
concluded a contract-plan with the government in 1988, which was modified in
1990 in an attempt to take account of the experiences of the first two years. Under
the terms of the contract, SONEES was granted primary responsibility for the
operation, maintenance, and rehabilitation of the urban water supply sector, whilst
the government undertook to review tariff price [12].

However, the Senegal goverhment failed to manage non-payments by public
authorities. As a result, SONEES's operations became more successful, and whilst
labour productivity was high (rising to approximately 7 employees per 1,000
connections in 1994), revenue to cover the costs for the network were sustainability
inadequate. Unaccounted for water (UfW) was approximately 30% in 1994, whilst
water quality was inconsistent. This situation pushed and facilitated the government
of Senegal to introduce private sector participation in water supply and sewerage
services. In the mid-1990s, the private participation in the urban water sector was
introduced. Notably, financial self-sufficiency was the major objective of the sector,
and it was concluded that a private operator would be able to reap efficiency gains,
which would accordingly limit the extent of the tariff increases required to meet the
objectives. ‘

In 1996, through the interhational bidding process, the water services in
Senegal were leased to the Senegalaise des Eaux (SDE)—a private company
originating in SAUR (a French company). The government also decided to form a
100% state-owned company. The Societe Nationale des Eaux du Senegal
(SONEES)—which received the difference before total consumer tariffs and SDE'’s

remuneration—would be responsible for owning infrastructure assets, planning,



- 46 -

and financing asset replacements and network expansion, regulating the activities
of the private operator, and promoting the private sector in the provision of
infrastructure services [28]. The lease contract type of private water services was to
be adopted in Senegal, with the addition that the private operator was required to
undertake various investments each year. This operator's investment tasks
included the renewal of pipelines over a pre-specified' distance, which varied

depending upon the diameter of the pipes that the private opérator chose to renew.

3.8.2 Current Situation in Senegal

In comparison with the situation of 1995, during which time more than half of
the Senegal population lived in the capital city Dakar, water shortage was chronic,
~ with leaks persistent, and only 58% of the population having access to safe pipe
water. According to Afd Senegal [212], approximately 1.6 million people currently
live in cities with access to safe water, which is part of 140,000 new connections at
subsidiséd rates for low-income families and 400 public stand pi‘pes. Individual
water house connections increased to 76% in 1996, whilst total water leakages
were controlled from approximately 32% from 20% in 1996, and tariffs increase for
consumers but were kept at an annual average of 5%. However, according to
Pambazuka [25], the private water services in Senegal has not solved the problem
of water quality: ‘The Aide Transparency report shows that consumers often
complain about reduction of water quality and, from time to time consumers
campaign for improving services. This shows that consumers do not have
confidence in the quality of the water and services in general. Indeed, the use of
bottled mineral water has never before been so common and widespread in
Senegal. This indicates that privatisation improved the water services situation in
Senegal, but it hasn'’t solved the entire problem; therefore, more efforts need to be

directed towards coming up with a permanent and sustainable solution.

3.8.3 Appraisal for Water Supply and Sewerage Services in Senegal

According to the covered discussion, in the 1980s, the government of
Senegal made a substantial investment in the water sector. Unfortunately,
however, owing to improper planning, the poor situation of water services didn't
change; this alone teaches the lesson that study and analysis should first be
executed before any form of investment is implemented. Furthermore, the evidence
from the covered discussion shows that the government's decision of engaging
private services in the water sector provided substantial improvements in relation to

‘water services. Notably, however, consumers complained regarding the reduction
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of water quality, and the increasing usage of bottled mineral water provided an
indicator that the water problem had not been completely solved. As a result, there
was the need to consider a permanent and appropriate solution, with privatisation
having solved only part of the issue, and more efforts are therefore needed.
However, it is noteworthy to state that consideration should be assigned to
ensuring affordability for all—especially to those people with low incomes;
therefore, the study should devise a solution not only concerned with solving water

problems but also to cover price manageable to low income people.
3.9 Water Supply and Sewerage Services in Ghana

. 3.9.1 Background

Since 1965, water supply and sewerage services in Ghana have been
provided by Ghana Water and Sewerage Corporation (GWSC), 100% of which was
the government-owned. Under GWSC, water services were considered bad, with
almost half of the population having difficulties securing a continuous supply of safe
and reliable water. Most of the affected people were those living in the countryside,
where two-thirds regularly took risks with unclean water. In the study carried out
jointly by GWSC and UNDP in 1993, it was established that urban water supply
coverage had dropped from 93% to 76%, whilst rural water supply had increased to
cover needs of 46% of the total rural population owing to the interventions of NGOs
in all ten regions of Ghana [214]. This situation obligated the government to
consider a more appropriate solution—one of which was the possibility of adopting
private water services. This idea was first introduced in the late 1990s. The
privatisation of urban water services was been supported by the World Bank. As a
result, since 1988, the World Bank has pushing decentralisation in Ghana;
however, in 1999, the Ghana governmeht restructured GWSC to form Ghana
Water Company Limited (GWCL), which was a strategy towards privatisation.
Furthermore, the study carried out by UK consultant Halcrow was commissioned
and paid for by the World Bank, which subsequently concluded in favour of private
water services for the country. Notably, the report insisted that the solution for the
best water services in Ghana was private operations. The justification for this was
that it would bring new money in to renew or expand services. Moreover, Ghana’s
privatisation would include no obligations for the company to invest, although it
remained that the objectives of privatising Ghana water services were aimed
towards increasing the access of water supply in the urban areas, with specific
emphasis on the urban poor, and the restoration of a permanent, sustainable,

financial operational system for GWCL.
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In 2000, a ten-year lease contract between GWCL and the US Company
Azurix failed owing to the accusation of corruption and public opposition, which
consequently led to the formulation of the coalition against water privatisation.
Local campaigners estimated that water price increases of 30-40% were
necessary to repay the debts from the World Bank, whilst the private company
would take its profits out of the country.

According to Mutumi [182], water would become unaffordable for many of the
poor in Ghana, and subsequently insisted that, ‘even before the privatisation taps
were being turned off because a growing number of families cannot afford to pay’.
Essentially, the privatisation of urban water services is divided between the
profitable urban areas and the unprofitable poor rural areas, whereby urban water
services have been subsidising the rural water services, and privatisation therefore
means no more water subsidies for poor rural people. However, urban areas would
ultimately face tariff increases until cost recovery had been achieved, whilst the
number of employees at the GWCL would be reduced in order to make the
company profitable. Furthermore, in typical local areas of Accra city—such as the
Madina area, for example—it would cost a family 3,000 Cedies for 10 buckets of
water per day, whilst the minimum wage per day is 7000 Cedies [182].

In May, 2001, a broad cross-section of Ghanaian civil society—including
women’s groups, teachers, trade unions, public health workers, environmental
groups, disabled organisations and students—gathered under the banner of the
Ghana National Coalition against Privatisation of Water (National CAP of Water) to
oppose the World Bank'’s idea for water privatisation. The surge of resistance that
subsequently developed led the government of Ghana to suspend privatisation in
2003 [29). Following the resistance, the water services situations in Ghana
worsened. According to Nyarko [213], since 2002, GWCL was more or less
bankrupt, estimated as having debts of $400 million and approximately 50% of
water production unaccounted for. In 2003, losses in operations were of the order
of US$34 million. The company needed approximately US$1.8 billion for extension,
rehabilitation and system renewal. The World Bank was still backing the proposal
to privatise the Ghana urban water supply, with the main objective being to
privatise GWCL. .

In 2004, the World Bank approved a credit of US$103 million for an urban
water project in Ghana with the condition of privatisation; however, the credit was
turned to a grant. The other contribution of US$5 million was from Nordic
Development Fund, and the Ghana government contributed US$12 million to form
a total project sum of US $120 million. Subsequently, in October, 2006, water
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services in Ghana were officially provided privately under the management contract
by joint venture Dutch company Vitens Rand water services BV and Aqua Vitra
Ltd., which formulated Aqua Viten Rand Limited (AVRL) and was, contracted to
manage GWCL fora period of five years. As a result, the roles of GWCL remained
as a public grant authority and general state affairs of the sector whilst AVRL took
over the operation duties. ‘

Following the decision to privatise water in Accra, by 2008, water tariffs shot
up by 67%. However, in March, 2008, severe water shortages faced the capital city
Accra, and the situation forced the Minister for Water Resources in Ghana to
review whether AVRL was working in compﬁance with the agreed contract.
However, the reason for the water shortage was actually owing to outages at two
water treatment plants in Weija and Kpong. Coincidentally, during the same period,
the National Coalition against the Privatisation of Water (NCAP) called for the
management contract termination due to low performance with a ‘lack of
performance’ related to ‘service standard’, with reference to the contract. However,
up to February 8, 2010, AVRL was in its third year of its management contract

operating water services in Ghana [27; 28].

3.9.2 Appraisal for Water Supply and Sewerage Services in Ghana

The government's decision to suspend privatisation owing to demonstrations
due to allegations of corruptions, and the water situation becoming worse, posed a
greater weakness to the government. However, the entire preparation for the
adoption of private water services in the country was not planned well enough so
as to provide full participation to all stakeholders. Moreover, it was possibly carried
out confidentially, which is why the allegations of corruption erupted. Widening
participation to all stakeholders and ensuring transparency are foundational factors
in the case of project preparation. With this in mind, on and off decisions in terms
of privatisation evidenced that privatisation was not accepted by the people of .
Ghana. .

The government decided to opt for privatisation, which was initially rejected by
Ghanaians through the 2001 demonstrations; however, later in 2006, privatisation
under the management contract for five years under the Dutch company ‘Vitea and
Aqua’ was granted. The effects of privatisation can be measured by considering
customers’ complaints on low performance and higher water charges set by the
private operator in 2008 only after one and half years of services; this is an
indicator that the permanent solution for Ghana water services is not yet in place.
Nevertheless, the government’s decision for the privatisation was pushed by the
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unaffordable and poor situation of water services in the country, which needed
capital that the government simply couldn't afford. However, there were
improvements in water quality and the extension of service, which reached 50% of
the Ghana population. The World Bank assisted Ghana with various conditions,
including private services engagement in Ghana Urban areas; this provides
evidence that Ghanaians adopted privatisation owing to the World Bank’s
assistance. With this in mind, the base problem for Ghana is its lack of capital

funds for water development and a good management model.

3.9.3 Conclusion for Chapter Three

The sustainability of water supply and sewerage services is a globally-
challenging issue, and each and every individual country has its own duty to
perform for the world in order to eradicate water problems. Each country is looking
to add value through providing conveniences, quality and quantity, and affordable
services to all. Each authority, agency or company providing water and sewerage
services has its own challenges for better performance; however, from the
discussion covered in this chapter, it can be concluded that there are several main
obstacles when seeking to achieve good water services in most of the Sub-Sahara
African countries. Public water services have demonstrated failure in all the
discussed countries, whilst privatisation has been not successful in many Sub-

Sahara African countries. Thus, the following conclusions were made.

i. Lack of capital funds for sustainability and development of water services
Most Sub-Sahara African countries are struggling to achieve economic
development, and therefore do not have enough funds for capital development
projects. Notably, most are suffering with the water sector. A lack of funding for
capital investment in water development project has necessitated that poor African
countries have no other option than to go to private water services owing to lack of
funds for investing in water development projects, which subsequently forces Sub-
Sahara African countries’ water charges to rise. Moreover, a lack of funds for water
project developments forces the increased use of bottled water by private individual
companies in the region; this has been evidenced in the discussion, which shows
that various countries—including Ghana, Gambia, Senegal, Guinea and others—
opted for privatisation owing to not having enough of their own capital for funding
water capital projects, including the improvement of water quality, the expansion of
water networks, and the maintenance of other water infrastructures. In addition, the
consequence of lacking capital funds resulted to private water services with
unaffordable water charges in the region. Therefore, it has been concluded that
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capital funds for water development project is a common problem for almost all
Sub-Sahara African countries, and there is an obligatory need to establish a

solution for capital funds.

ii. Appropriate management style for water services

The unavailability of an appropriate management style is a problem for almost
all developing countries, which is evidenced in the fact that all public water
management systems failed and were unable to create good, étable financial
operations, had no commercially driven services, showed lesser accountability, and
experienced a great deal of interference from political decisions. Moreover, public
institutions were not paying their water bills. In Ghana, interference from public
organisations caused the water privatisation process to stop; however, the collapse
of the public water service style was mainly caused by a lack of necessary skill. In
addition, a poor organisational structure is enemy number one, although a poor
contract that may originate from corruption is an obstacle for water development.
Furthermore, any change to the control of water tariffs should be well monitored,
and so the conclusion is drawn that developing a local appropriate and sustainable
model for managing water services is to be carried out now for the best of the
future water services in Sub-Sahara countries

iii. Unreliable water sources

The availability of capital funds for water projects and sustainable
management model is not adequate if water sources are not reliable. Notably, most
poor and developing countries have no reliable water sources; however, the
problem may fundamentally relate to financial resources. Notably, there are various
factors to be addressed before this problem can be solved, namely geographical
physical location, professional knowledge on how to use few available resources
for balancing against the reliability of supply, agriculture, domestic and industrial
needs, and the control of environmental destruction. Therefore, the study on the
ways in which the available few resources can be controlled for balancing good use
for all needs is obligatory. |

Furthermore, the concepts adopted from the critical discussion covered in
Section 3.9 emphasise that, in Sub-Sahara African countries, many different ways
of managing water services exist, although establishing sustainable local sources
for funding water development is the major problem, which was the cause of
privatisation in the region. This has obligated the need for this study to devise a

more sustainable water management style, which could potentially sustain and
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facilitate its operations within a local capacity, i.e. commercial type of water
services. Nevertheless, such evidences advocate that the appropriate way for
improved management of water services in Tanzania would be self-sustainable, i.e.
neither private management nor public services, but should be under the public
ownership—Public Ownership under Commercial Operation (POCO).



-53.

CHAPTER FOUR: SOURCES FOR FUNDING WATER DEVELOPMENT
PROJECT

4.1 Introduction

This chapter has been developed to discuss the different ways of establishing
funds for water development. Thirquest [56] argues that, ‘The continent and its
people lack technical knowledge and financial resources needed to access their
water supply’. Therefore, the discussion covered in this chapter is focused on the
critical examination of various capital fund models, including a special water-
funding project established by the Ministry of Water, whereby the country's friends,
and international and local institutions are committed to contributing a certain
amount every period (i.e. basket funding), loans from international financial
institutions, local contributions, property value and tariff review methods. These
methods can then be examined for their suitability in relation to the water services

in Tanzania.

4.1.1 Sources for Funding Capital Water Projects

The common three major sources for establishing water capital funds in
Tanzania and for other Sub-Sahara African countries are loans from financial
institutions, property value method, and water tariff review methods. These will be

discussed in the following sections.

4.2 Methods of Property Value in the Market

The method involves organising capital for funding water projects by selling
asset shares through a competitive open (auction) or closed (individual closed
bidding) market approach. In the case of the water industry, the evaluation of
assets includes the value of infrastructures, plants, distribution networks and other
registered company properties. The actual total property value is determined thus
(total investment value plus services — estimated depreciation value per annum for
x operated period — years) and changed into 100% shares. An agreed amount of
shares are sold in the market (closed or open), with the sales going to the capital
investment of the particular company (equity). However, in relation to public

assets—especially in water industries—it is sometimes difficult to sell shares for
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equity generation. Notably, this depends on the situation of the structure: if they are
too old, they normally do not attract the market. Moreover, most of the investors are
not interested in long-term returns—especially in Sub-Sahara Africa where political
and economic situations are not stable. However, the objectives of the different
approaches is to facilitate selling (full or part) of the property shares according to
the market value, aiming to raise enough funds for rebuilding, maintaining or
restructuring part or the whole operational functions of the property, and aiming to
provide better, affordable and quality services [72]. However, the process should be
profitable, meaning it accommodates the interests of all stakeholders [60]. With this
in mind, the method of property value in the market is ideal for establishing the
capital for water development funds; however, the disadvantage of the method is
the price for saie, which is dictated by the market. Notably, the owner’s challenge is
focused on whether or not the decision should be made to sell but the price cannot
be set; therefore, the price of sale is not predictable. However, there are other

methods related to property value in the market, as elaborated below.

4.2.1 Equity-based Methods

i. Definition

The equity-based method is a process of trading company shares through
exchanges or an over-the-counter market, which gives companies access to capital
and investors a part of ownership with the potential to realise gains based on the
company’s future performance. As discussed in Chapter Two, Section 2.4.1, in
some cases, equity can be a special amount of contribution under a special
agreement, but the contributed amount is directed towards forming a capital for that
particular company. In this situation, equity contribution as capital can be an
agreement between the property owner and the contractor or the company
operator (especially in the case of the water sector). This occurs when the
privatisation of water services is taking place. Normally, an appointed contractor or
operator is obligated to contribute to an ’agreed amount annually, and the
contribution goes to the capital investment of the entity

However, equity conditions in contracts do not encourage bidders as they are -
viewed as a burden to them owing to the increase in the total initial and operational
costs for project investment; therefore, the concern is on returns. The investment in
the water sector takes a long period of time to mature, and the amount to invest is

larger whilst political stability is questionable. Importantly, this may also limit the
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number of biddérs, which may cause less competition and may subsequently result

in the selection of an operator or contractor who is not competent.

4.2.2 Method of Debt/Equity Swap

This process involves selling enterprise debts for equity. Normally, creditors
of the enterprise offer a viable option, especially when they use agencies. The
selected agency is empowered with certain control over the process, as it evaluates
a submitted transformation plan, converting the entity to a different system of
management. This method can be applied to any water parastatal organisation in a
difficult situation concerning debt, or any other financial and economic problems.
Cook [59] argues that the process applied for large enterprises is similar to the
process applied to medium entities, with only slight differences, such as the amount
of down payment or the value of shares. In this process the transformation of any
larger enterprise, reconstitution of a transformation Board is required. Importantly,
the Board will be formed by the representatives from the agency and the
enterprise, whereby the Board's function is to control and monitor the
transformation process in the enterprise [60]. However, the down payment. will be
taken straight as capital for the development and sustainability of the enterprise; in
other words, the risk is greater and depends mainly on the situatioh of the
organisation, as normal cash flow recovery may take longer than the expected
time. In addition, the state of assets may also be too old for normal operation and

production. All of these factors may ultimately lead to greater risk in terms of

recovery time.

4.2.3 Privatisation Methods for Capital Funds Development

The privatisation method for capital development involves selling a part or full
shares of a public entity to private individuals or organised groups with the aim of
raising enough capital funds for the sustainability and development of the services
provided by the entity.. However, this involves a change of ownership from a public
to private system. Nevertheless, in some cases, a public entity can be contracted to
a private ope‘rator whereby the operator is obligated to pay a specified sum as a
contribution to the capital of the public contracted company. The methods
(approaches) for raising capital funds through privatisation are many, aithough the

few covered in this section are described below.

i. Voucher privatisation method for capital funds
The voucher privatisation approach can be adopted as one of the funding
methods for equity contribution. This is when the situation of the entity is bad, and
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is therefore unable to support itself by generating enough funds for sustainability
and development. As a result, the owner decides to change the ownership or
management style with the intension of raising equity for capital development. In
this instance, the property is transferred from the public management system to a
private ownership, operation or management. The public-owned entity is evaluated,
and the actual value or worth of the property is transferred to 100% shares. The
equal value of each share voucher is determined; however, before the voucher
books are prepared, the calculations are executed so as to precisely establish the
number or units in order to identify how many vouchers are equal to one share.
Subsequently, the owner (government) has to decide how many shares to be
exposed with the intention of earning a specific amount as equity for the
sustainability of the particular property. The objective is to raise capital funds for
property sustainability and self-development.

The voucher privatisation method is a reliable, capital fund-generating method
[65]. However, the method is easy to apply as a political platform in political
campaigns; it requires early preparation as the selling process takes too long in
comparison with other privatisation methods in raising capital funds.

Another way is to purchase shares through closed and open market, whereby
ordinary and legal persons are able to purchase state property for cash. State
property is sold through the open and closed subscription of shares, open and
closed auctions, restitution, ‘best 'business—plan’ tenders, and also via other
methods [76]. It is when governments realised the parastatal water services
required capital for services sustainability that the government stated lack of funds.
Therefore, the owner (government) decided to sell the parastatal water services
through the open and closed voucher method, whereby vouchers are sold in open
and closed market with condition that the buyers should keep, sustain and develop
the normal services of the property (the buyer should have a good business plan
for the property development);, however, this ensures the owner has the capital
funds from sales. The sold property is in good hands for future development;
therefore, the government gains funds for capital investment and assurance of

sustainable water services.

ii. Outright privatisation approach

The outright privatisation method is one of the common ways of creating
equity for capital development; in this case, fixed equity contribution is part and
parcel of the privatisation agreement. During such an instance, the original owner
(public) sets a certain amount to be paid by the bidder as an equity contribution,
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and this amount will be a part of the capital development funds; however, this is not
necessarily the capital of the same company. The new private owner is required to
pay a certain amount or the full amount at the beginning, and even systematically
each year depending on the agreement. However, this method was adopted in the
private sector participation of infrastructure provision, and was very common in the
area of water supply, power generation, and telecommunication industries.
However, from a financial standpoint, outright privatisation—with a total lack of
reference on any public sector investment—is plainly the most desirable option for
those governments embracing free market economics [71].

The outright privatisation method is the most successful way of self-capital
generation in various industries, such as water companies, telecommunications
and power companies, in which the service is provided at a comparatively low cost
to a large number of consumers, and also where the market can be easily opened
up to a large number of potential competitors [54]. The establishment of industrial
regulations is concerned with protecting consumers, which is therefore still needed.
The commercial nature of the outright privatisation model may Ilimit the
government's freedom in terms of influencing the way in which the industry
develops and the extent to which services are made available to those sections of
society where the social need and demand for service cannot be fulfilled at an
economic price. However, the outright privatisation method has a much greater
influence in terms of product market competition, which subsequently has a direct
effect on higher product prices, which may accordingly lead to affordability
problems. The increase of unemployment is also another factor; therefore,
privatisation through such a method signals special requirements regarding the
preservation of jobs and duration of investment. This situation notably occurred in

Lithuania [71].

iii. Capital funds through a mass privatisation approach

Mass privatisation is the selling of the shares or part of works to individual
employees or organised groups to provide managerial skills and capital for a long
time. It is a process of organising sustainable property economy or building a stable
capital funds for sustainabilty and development of a property. In this case,
individual workers or a small team of workers conduct their own specific work, but
out of what their earn they contribute a certain sum for the sustainability and
development of the organisation [216].

Mass privatisation is the transfer of assets, carried out as quickly as possible,
to private owners through open, fair and transparent methods. However, Handley
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[65] argues that differences in process are between the owner and the agent/seller;
however, the effects in relation to the mass privatisation method have been
somehow overlooked in recent economic literature and the country economic
policies of the countries in transition (country economy transition period). The
originally mass privatisation model was adopted in those countries as being
politically acceptable and practical solutions to justify privatisation of the entire
enterprise sector. Nevertheless, Baldassari [55] notes that this method is
considered successful in that temporary owners sell quickly and easily for capital
collection, and successfully to the owners—primarily to strategic investors. The
positive effects of mass privatisation are therefore not shown by companies
remaining under the control of initial owners in comparison with the companies that
have already gone through secondary transaction. The method was practiced much
in Slovenia in the early 1990s following the disintegration of the former Soviet
Union; however, mass privatisation forced the socially owned companies to either
choose government restructuring before privatisation or a direct mass privatisation
programme. Regardless, the government’s restructuring plans were limited in the
short-term owing to financiers’ inadequacy. Moreover, over-employment issues and
company debts was specifically supported by external financials; thus, mass
privatisation had the effect of increasing unemployment and changing property-
management styles to a private system, which has greater effects in terms of
product affordability. Nevertheless, mass privatisation is considered to be one of

the best ways of generating capital funds [55].

iv. Management-Employee Buydut Method (MEBO)

This approach is where the change of ownership or the management system
is executed. Property assets are evaluated and the total actual value is changed
into 100% shares. The value of each single share is then declared, and an amount
of shares are agreed for sale to the current employers with the objective to earn a
specific sum as a capital entity. Therefore, the employees retain ownership by
holding the majority of shares whilst simultaneously gaining funds for capital. This
method can be applied anywhere, specifically when establishing capital for
development in the water sector. It is a method of transferring power and control to -
employees; however, the capital gained depends on the size and the current value
of the shares in the market. It is only where employees cahnot afford to acquire the
shares that the remaining shares are exposed for oben auction. It is important to
note that, shareholding attractions may lead to restructuring which might contribute
to potential positive effects necessary for the firm/entity performance [67; 73].
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Workers becoming owners is a motivation for performance improvement, although
in some cases management power is limited, owing to the fact that management

teams may be formed from the election of general worker meetings.

v. Management Buy-out by Public Tender Method (MBPTM)

The company value is transferred to 100% shares. The company is
subsequently organised in order to offer the shares through the open-tender
bidding method for company management employees. The procedure involves all
bids being collected and evaluated under the administration of the agency through
the special committee formed for this particular purpose. According to Macedonia
Privatisation Agency [57], the bidder that offers the most attractive programme may
take control of the enterprise by providing a down payment of only 20% of its
appraised value, but ultimately has the obligation to purchase at least 51% stake
over a period of no more than an agreed number of years. There is the possibility
of payment in five annual instalments with no interest charges. Furthermore, the
bidder may be either an individual or a group, and once the tender is won, they, as
a management team, are required to sign an agreement with the agency that gives
them the right to control the enterprise as if they had 51%. In the meantime,
however, the agency holds the shares that have to be paid by the management
team, and they are treated as preferred, non-voting shares. However, if payment is
not made or other agreed obligations are not fulfilled, the agreement may be
terminated, with such automatically converted into common shares [57; 58].
Meanwhile, the payments from selling shares are returned to the entity as new
capital. |

Importantly, however, according to Cook [59], for larger enterprises in the
case of management buy-out, the required down payment is 10% bf the appraised
value, or 15% if there is the need to raise additional equity. Nevertheless, if a large
enterprise is raising additional capital, the value of the new issue must be at least
15% of the appraisal value.

Essentially, MEBO and MBPTM are similar owing to the fact that both
originated from selling assets or property shares but ultimately comprise
differences in procedure; however, the important common element is that all are
applied for the generation of capital funds for water development [57]. These
methods have more advantages as they involve a competitive bidding process for
shares, with prices potentially becoming higher; the only disadvantage is that
bidders with enough money, i.e. owners and management, will go to those with
larger amounts of money; however, this is not the focus of this study.
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vi. Sale by public auction

According to Targett [62], sale by the public auction method is mainly found in
Western European countries: for example, in France the privatisation of water
services, electricity, railways, television and telecommunications were sold through
auction. The owner (government) can auction under open competition either a
certain percentage of shares or 100%. Bidding is organised and the purchaser will
be the highest bidder. The aim of the auction is to earn capital for development but
not necessarily to that particular property, i.e. the auction can involve only a part of
a company or service. The only advantage or disadvantage to this method is that

the buyer can be anybody from anywhere.

vii. Direct negotiation approach

This method involves selling the water services entity through direct
negotiation between the owner and respective buyer. The owner’s objective is to
raise funds for capital development, whilst the buyer looks for investment in the
hope of securing a good for the future business. However, in order to participate in
direct negotiations, a potential investor must fulfil special requirements (terms of
contract) depending on the nature of terms prescribed by the state, such as being a
citizen or resident. The negotiations are subsequently divided into two stages:
during the first stage, the commission on direct negotiations lists the potential
investors according to their proposed purchase price and amount of investments;
during the second stage, on the other hand, the commission negotiates with these
potential investors to amend their proposals. If, after the first stage, there are more
than two potential buyers, the commission has the right to then select the two best
offers and to thereby hold negotiations with these investors. The contract goes to
the bidder who has offered the highest price and best service. It can be seen that
this method is very simple in its application, and can also be adopted anywhere if
the objective is to establish funds—whether to sustain the same property or earn
funds for another project. However, the method can be easily adopted for
establishing capital for water projects, but can also be applied to any entity
provided the unique round table negotiation exists transparently and fairly for
establishing a fair conclusion between a buyer and seller on purchasing price. It is
a target based on much capital being available for water services investment. The
potential danger of this method is that it opens direct negotiation and is attractive

and conducive to corruption.
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4.2.4 Appraisal on Capital Funds from Property Value and Equity Methods

The evidences from the discussion covered on generating capital funds
.through the property value and equity methods show that the methods do have
potential but have greater challenges. Naturally, water infrastructures are very
expensive and funds are therefore generated through the adaptation of either one
of them or altogether. In many cases, this would not be sufficient in terms of
covering the actual sum required for the sustainability and development of the
services; moreover, it is even worse if the method adopted for capital-raising is the
selling of assets or shares through action market. In this case, the prices are
controlled by the market situation at that particular time; the low price may still
command the market. In this instance, the available market and share sales may
not cover the amount needed for service sustainability and project development. In
some cases, the open competitive method has the possibility of raising a higher
sum, which is more direct; in this instance, the open competitive method eliminates
the possibility of corruption interference. However, the condition of asset, age, and
the physical situation of the operation has greater contribution in attracting
investors. Many investors are not attracted to old assets, and accordingly generate
low prices. DAWASA infrastructures, for example, were very old and were therefore
not considered to be attractive to investors. This forced the government to go to the
World Bank for a loan, although one of the major conditions for loans is
privatisation.

Markedly, privatisation has the risk of losing power of control or property
ownership. Therefore, for the government—or other bodies that do not want to lose
ownership of their entity—this method is not necessarily beneficial. Furthermore,
capital funds for water development projects can be established by selling
enterprise debt for equity (dept-selling method), as evidenced in (Section 4.3.5).
Practicing the debt-seling method in the water services sector is highly
recommended as a best solution for stubborn customers who fail to pay their
consumed water charges.

However, the method is primarily a good source for generating capital funds,
but it remains that such an approach should be supplemented with another
method. The challenge is concerned with their being a little amount gain and the
loss of ownefship. Accordingly, there should be other ways.of establishing enough
capital funds from local sources, which will supplement the sum required by the

project.
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4.4 Part 2: Establishing Capital from Tariffs Review

4.4.1 Water Tariffs

According to the World Bank [80], ‘Tariffs related to the costs for provision of
services such as potable water and sanitation which intend to cover the operational
and maintenance costs of such services and to provide an economic return‘ to the
invested capital while charges do not always relate to services or investments’.

_ The structure of realistic water tariffs has three major components: volumetric
consumed water, actual cost, and other factors (sustainability and development).
Tariffs can be structured with zero consideration of those factors: for example,
water charges can be estimated based on property location within the water supply
network in terms of each specific area, zone or block; if this method is applied,
water charges will then have no relationship with volumetric consumed water.
Water charges can also be set by multiplying the volume of consumed water in a
certain period by a fixed price per unit; in this case, other factors (sustainability and
development) are not considered. Tariffs are a flexible way of water charges, as
these can be formulated or designed in different approaches. Marcelo [83] argues
that, ‘official policies often support tariffs covering operation and maintenance costs
plus depreciation costs or debt serving (interest and capital repayment) and
contribution to a new capital investment’.

Stieglitz [69] states that a good practical tariff structure should consider
sustainability, including full-cost recovery (operational, investment and
development). The billed price or water charges should reflect the set unit cost per
cubic meter or gallon against the actual water consumed in the household, as
shown by the water meter reading. The charges should be structured in order to
cover all economic costs associated with the provision and additional supply for
service improvement; importantly, this is a sustainable type of tariff. The tariff
should ultimately accommodate the provision for additional future services whilst
the required funds are collected automatically through daily water charges. In
addition, the estimated additional amount from water charges will be accumulated
as capital for sustainability and development. However, in normal cases, charges
relate to the use .or the rights of natural resources could also provide an economic

return to natural capital; therefore, it is an incentive to rational use [82].

4.4.2 Formulating (Designing) Water Tariffs

Water tariffs can be formulated or designed from either inherited previous or

existing periods if they are not controversial or no influence exists from the outside.
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The tariff designers may decide to deal with existing needs and accordingly devise
the lowest charges in the current structure. Moreover, tariffs can also be structured
according to the regulations administered by the existing national legislations or
national regulatory Board [70]. In Tanzania, for example, water tariffs are designed
anq proposed by regional water authorities, whereby each region has the power to
propose tariffs according to their needs. All proposals should be approved and
administered by Energy & Water Utilities Regulatory Authority (EWURA).
Therefore, it is very common that, in one country, different water regions have
different water tariffs. The tariff designs in Tanzania mainly deal with existing
needs, understanding and categorising water customers’ consumption, and the
cost associated with production and transportation. Industries in specific areas
consume X amount of water, and knowing the production and transportation costs,
a water unit tariff for the area is calculated. Moreover, the structure components of
setting water tariffs is the unit cost of water production and transportation and the
volume of water consumed in the categorised area or group in water supply
services. However, the major two groups of tariffs are Sustainable and Social

Tariffs.

4.4;3 Sustainability Tariff

In this type of tariff, water utilities have all sorts of capital costs to meet; these
can be, and are, implemented on an annual basis. To these annual capital costs,
all operational costs are added, including material costs, labour, and other
expenses. These results are a key focus for future estimations in order to cover all
necessary aspects, i.e. economic, environmental, and development. Therefore, the
rule concerning water charges for sustainability can be easily defined as the total
water operational costs incurred in the water utilities production activities and the
payment by customers through their periodic water bills [72]. It is under the
principal of full-cost recovery. With this in mind, subsides or loans are therefore not
provided by the government or any financial institution. The sustainable tariff can
also be decided and set according to the project objectives, and subsequently
implemented on a stage-by-stage basis. This is only appropriate if a gradual
approach to sustainability has been adopted, and if, at the outset, customers’
demand responses can be predicted in relation to the price increase [71; 73].

4.4.4 Social Tariffs

Social tariffs are existing water tariffs with special application for domestic
water supply services to individual water costumers. It is the fixed price tariff that
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keeps costs the same for the entire year once the consumer signs up. However,
the social tariffs exist in two major ways: passport tariffs and one size fit all tariffs
[75; 77].

i. Passport tariffs

Passport tariffs are a special method established for water bills payment
schemes, which may include amendments or refunds, discount or corrections, on
the payment for water charges of a set existing scheme. The scheme was
designed with specific objectives in mind in order to assist low-income people and
perhaps other vulnerable households. The aim was concerned with significantly
reducing the bills paid by such a group for a given water supply and sewerage -
services. For this reason, eligibility would have to be established for the scheme;
therefore, the term ‘passport tariff’ is adopted to describe this type of social tariff.
Negotiating with costumers regarding how much to be paid has the danger of

losing entity revenue; however, the method can also be the source of corruption.

ii. One size fits all tariffs
The ‘one size fits all’ tariffs is ‘a general tariff for households which, through
its structure (normally referred to as an increasing block tariff) and through the
actual tariff rates levied, the tariff has the effect of resolving, to a significant degree,
affordability issues’, whereby its success is measured by the reductions in the
charging burdens of low-income and other vulnerable households. Importantly, it
does not undermine the low-income water consumers, and there are no problems
‘relating to the non-take-up from eligible households. Thus, social tariffs in
developed countries, such as the UK, have almost invariably involved means-
testing, whilst the ‘one size fits all’ tariff provides a universal approach, with charges

rarely reviewed to meet the circumstantial needs of the material price rise [76].

4.4.5 Objectives of Water Tariffs
According to EIB [81], water tariffs are a focal point of water services costs

(value for water) and as a measuring unit for economical checks on sustainability
and expansion in providing water supply and sewerage services. Tariffs should be
formulated with practical-based objectives; however, the fundamental focus of
setting water tariff objectives is on sustainability, economics, affordability, and
actual product value, with the basic objectives applied to all categories, as

described below.
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4.4.6 Sustaining of Revenue Sufficiency

From the service operator and service owner, the primary objective of setting
water tariffs is to recover the total services costs and extra estimated amount for
services development. The focus and decision is based on how much. revenue is
aimed to be collected from the set proposed tariffs. This process is a combination
of bringing together the various costs and charges of the particular service to come
up with a tariff at a level to meet the purpose (target). However, the driving force of
this objective is, ‘how much money is to be collected?’ [73]. Accordingly, the tariff
set should be fair to the operator, services owner and customers, which is a
‘balance of consideration with positive effect on affordability’ which is one major

focus to the answer of the researcr) question.

i. Economic efficiency

Herrington [75] insists that the structured and efficient water tariffs are
automatically a catalyst to ensure that the available service costs for the customers
have comparable benefit with good value (value for money). However, ‘generations
of economists have insisted on the importance of this objective and noted that, it
can be achieved by setting all prices equal to their relevant marginal costs’.
Therefore, customers benefit owing to the fact that the amount they have to pay is
equal to the services provided, and is therefore a motivation to water consumers.

ii. Equity and fairness

Equity means treating stakeholders with balance and equal consideration.
Normally, in public utilities, tariffs designs are focused on ensuring greater
consideration to users paying a fair amount proportional to the provided service.
Fairness is a general consideration of various opinions during the tariffs review. In
Tanzania, for example, the condition for tariff review and approval involves a
greater aspect of consumer opinion (Association of Water 'Consumers). In this
regard, prior to EWURA approving implementation, there should be agreement that
the water tariffs review is publicly acceptable. The political acceptance of water
tariffs has its contribution; hence, the objectioné of a political leader may lead to

losing political support, which may therefore cause political interference during

implementation.

iii. Creation of revenue stability _
Flat charges for all water users—without considering actual individual

consumptions—may ultimately cause complaints for unfair charges from some
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consumers; it may also lead to an instability situation, which may subsequently
cause difficulties in performance and low revenues with poor cash flow and
financing. Whilst the collection and implementation of the set tariffs will pose no
barriers with fewer complaints after the approval by legal authorities, competence in

supervision and processing of water bills nevertheless needs consideration.

4.4.7 Part2: Appraisal for Tariffs Review Methods

The discussion indicates that the tariff review methods are practical and
easier to adopt, aiming to generate capital funds for water service projects in any
service system (private or public). The methods are reflected in the fact that each
unit volume of water sold is the base of unit capital fund generation; however, the
differences in terms of structure and the establishing of the tariff review method
exist. This critically depends on the purpose of adaptation (influence of lending or
local capital development), areas of application (industrial or domestic with low
income people) and adopted design of originality (inherited from previous or
existing actual need). The conclusion on the structured design of water tariffs is
based mainly on such purposes; therefore, there is consideration regarding how
much is expected to be generated from the new tariffs and for how long, as well as
the overall affordability and fairness for all stakeholders. Essentially, the entire
process of water tariff design and review requires close supervision and
combination of various ideas from all stakeholders for the tariffs to be easily
acceptable during practice.

The application of water tariffs review method necessitates the availability of
the regulating authority to ensure the balance of price for both sides: one side to
protect water customers from overcharging (affordability), and another to protect
the service provider (undercharging). With a stable political system providing no
opportunity for interference of the operation process, the approach can be
practically adopted by both private service providers and also public service
providers. The positive aspect of this method is the greater percentage of
generated profit, which is distributed for the benefit of all customers (the profit is
converted to a capital). The stability of water rates is guaranteed owing to the fact
that, in most cases, all possible risks in terms of operation and production are
considered during the restructuring or tariff-setting; therefore, it is a naturally
convenient method [73; 60].

As a means of generating capital funds, the tariff review method is reliable
and universal, and has proven to be a common practice in water service industries.

However, the way in which it is defined, adopted and applied differs from one place
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to another. The method is sustainable as it allows a constant defined amount per
period; however, flexibility regarding how much is to be collected as capital
ultimately depends on the size of the services (number of customers) and the
calculated amount to be saved. This is the best local method for establishing
capital funds for water development projects as a reviewed amount of money is
collected from daily water services, and the collected amount constitutes capital
which reinvested to sustain similar services.

The discussion in Section 4.4.6 concludes the basis for setting water tariffs,
emphasising that water tariffs should be set fairly to all (the service provider, owner
and water consumers), and only through this consideration will water services be
affordable and sustainable. This has a greater impact on payment for the water
charges owing to the fact that affordable water charges are a motivation for people
to pay. In other words, affordable water charges drive willingness to pay.

4.5 Part 3: Loans as funds for Water Development

4.5.1 Introduction

Loans are the leading capital for the funding of water development in all
developing countries; however, most water development projects in the Sub-
Sahara African region depend on loans from international financiers. Within the
region, there are very limited potential sources of capital funds for water projects
apart from loans. The discussion on loans from international financiers is never
complete without focusing on the World Bank which, along with other international
funding institutions (including UNIDO, European Investment Bank, African
Development Bank, Asian Development Bank, Islamic Development Bank and
many others), are the significant donors for funding existing, on-going and new
developing water projects in the region of Sub-Sahara African developing
countries.

Almost all Sub-Sahara African countries depend on loans from the world’s
largest financial institutions. Such institutions have become very active in terms of
funding water projects in the entire world. With this noted, the World Bank is
currently the most popular international institution in terms of funding a number of
water development projects in the region, with countries including Tanzania, ‘Kenya,
Uganda, Burundi, Congo, Egypt, Ethiopia, Ghana, Lesotho, Malawi, Morocco, and
Mozambique all having benefited from various water development projects loans
[86]. Thus, this section (capital funds from loans) critically reviews the World Bank
Loan procedures and functions, conditions, methods, profit, loan interests, and

advantages and disadvantages; importantly, however, other common international
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funding institutions—including UNIDO, EIB, AfDB, IDB and ADB—have also been
discussed critically with the aim of giving a give wider picture of comparison in

regard to loans and their effects (see Appendix P in the CD).

4.6 The World Bank
4.6.1 Background

The World Bank is the world's largest international financier for funding water
supply and sanitation (WSS) projects in Tanzania (Sub-Sahara African country). it
is recognised as being a leading agency in terms of its operational coverage and
the total amount of expenditure (lending) in the water sector. The World Bank has
approved an average of US$1.6 billion in new lending to client countries for the
WSS sector each year. Lending projections show an upward trend of new
commitments for the coming years [87]. According to the 2006 World Financial
Report ending 2006, the International Development Association (IDA) lent to 167
projects worldwide in the year 2006, with gross disbursements of US$8,910 million
and the International Bank for Reconstruction and Development (IBRD) lent to
approximately 112 projects in the year 2006 with gross disbursements of
US$11,833 million [88].

Moreover, the World Bank Loans Development Policy provides quick-
disbursing external financing to support policy and institutional reforms, typically
running for 1-3 years. Originally designed to provide support for macroeconomic
policy reforms, including trade policy and agriculture, development policy loans
have evolved in such a way so as to focus more on the structural, financial sector
and social policy reforms, and also on improving the public sector resource
management. All projects financed by the World Bank are conceived and
supervised according to a well-documented project cycle. Below is a step-by-step
guide to the project cycle, the documents produced as part of the process, and how
these are accessed. However, it should be noted that the World Bank, as per any
other financial institution, has various policies and procurement procedures
applicable in all bank financing projects, thus giving guidance and instructions on

carrying out all the procurement and consulting works.

4.6.2 IBRD loans and IDA Credits Conditions

According to the World Bank regulations [82], the loan agreement governs
the legal relationship between the borrower and the bank, whilst the guidelines are

made for the procurement of goods and implementation for all projects funded by
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the IBRD and IDA (World Bank). The World Bank procedures and guidelines are
compulsory and strictly for World Bank loans. However, the bank's interest is
focused on giving all eligible bidders from developed and developing countries
equal opportunity to compete for loans.

Furthermore, one of the major World Bank principal conditions in any
approach of procurement is the adoption of International Competitive Bidding
(ICB)—unless otherwise stated. For all works under prescribed conditions, the ICB
method is the most appropriate method, and the bank requires its borrowers to
obtain goods, works and services through ICB, all of which are open to eligible
suppliers and contractors.

However, in practice, the bank’s procurement rules and procedures—
especially during the implementation process—depend on the circumstances of a
particular case. In practice, the entire bank’s largely funded project experts are
provided by the bank as condition, whilst wages and working facilities for these
experts are paid by the country borrowers deducted from loan, and in adherence
with World Bank standards.

4.6.3 The World Bank Lending Instruments

According to the World Bank toolkit [89], the World Bank has two basic types
of lending instruments: Investment Loans and Development Policy. The former
provides financing for a wide range of activities aimed towards creating physical
and social infrastructure considered necessary for poverty alleviation and
sustainable development. Over the past two decades, investrhent lending has, on
average, accounted for 75-80% of all bank-associated Iending.> The nature of
investment lending has evolved over time. Originally focused on hardware,
engineering services, and bricks and mortar, investment lending has come to focus
more keenly on institution-building, social development, and building the public
policy infrastructure required in order to facilitate private sector activity. Projects
include water and sanitation (improving the efficiency of water utilities), and natural
resource management (providing training in sustainable forestry and farming), with
the World Bank development policy at a national level focused on the development
of required approaches, access and mobility, the economy, and social and
environmental sustainability.

Therefore, with the above taken into consideration, according to the World
Bank structure, investment loans are available to the International Bank for
Reconstruction and Development (IBRD) and International Development

Association (IDA) borrowers not in arrears with the banking group.
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4.6.4 The World Bank Operational Model

The World Bank operation procedures are set according the bank-lending
and loaning policy [83]. In regard to World Bank Operation policy [83], whereby the
country borrowers are obligated to submit a detailed request loan plan, which is
concerned with evaluating and being reviewed before approval, the bank evaluation
procedure is arranged strategically to ensure quality and funds security operations.
Thus, the bank comprises powered operating tools for loans control and
monitoring, namely IBRD and IDA.

4.6.5 Business Objectives in the Loans

The business objectives can be covered in many different ways, provided the
end results are earning profits for the benefit of owners (World Bank). The World
Bank policy for loans is concerned with gaining no less than 15% interest for any
loan [82]. However, IBRD and IDA are the tools of the bank for delivering loans to
governments and public enterprises, with a government (or sovereign) guarantee of
payment. Funds for lending come from the issuance of World Bank bonds on the
global capital markets. Notably, IBRD can lend to countries with interest plus 1%
for administration overheads. Markedly, the Word Bank operates as any

commercial institution; therefore, all loans are provided with interest.

4.6.6 Policy for Lending Development

The appropriateness of providing development policy lending to a country is
determined in the context of the Country Assistance Strategy (CAS). The bank's
decision to extend development policy lending is based on an assessment of the
country’s policy and institutional framework—including the country’s economic
situation, governance, environmental/natural resource management, and poverty
and social aspects. The bank considers the strength of the programme and the
country’s overall commitment to and ownership of the programme in comparison
with its track record. It also assesses the country’s institutional capacity and ability
to effectively implement the programme to be supported, and thus describes the

country's capacity-building efforts [82].

4.6.7 Implementation Structure

The IBRD and IDA are the only tools associated with the bank’s operations,
with all bank strategic and implementation procedures accommodated and
executed within the capacity of these two organs, as explained in Section 4.8.2.
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IBRD and IDA exist with the objective to implement the World Bank procurement
procedures and business banking policy. The current operating development policy
has been strategically structured so as to promote competitive market structures
(for example, legal and regulatory reform), correct distortions in incentive regimes
(taxation and trade reform), to establish appropriate monitoring and safeguards
(financial sector reform), to create environment conducive to private sector
investment (judicial reform, adoption of a modern investment code), and
subsequently to encourage private sector activity (privatisation and public-private

partnerships) [90].

4.6.8 The Bank Loans with the Condition of Privatisation

Privatisation is strongly supported by the World Bank policy for lending its policy
aims to improving the public sector resource management by developing and
promoting the competitive market structure so as to create conducive environment
for the private sector, and good governance (civil service reform). One of the World
Bank's preferred methods in privatisation are lease support. The World Bank toolkit
for loaning water supply sector clearly considers privatisation as the best way of
achieving water services provision. The aim is to promote privatisation in the water
sector in the hope that privatisation can develop better water services in developing

countries
According to ICIJ [217], the World Bank serves its interest through its regular loan

programme to governments, which often comes with conditions that explicitly
require the privatisation of water provision. Furthermore, through this sector, the
World Bank has been the principle financer of privatisation; however, according
DOH [89], ‘the toolkit focuses on the specific choices governments face when
designing arrangements for private participation’. The World Bank's preferred
methods for privatisation are contract management, leases, and concessions. The
methods are well covered in the World Bank toolkit. Loans taken from the World

Bank for the water supply and sewerage services are accompanied by conditions of

privatisation.

4.6.9 Management Contracts Method

The management contract method of privatisation is also amongst the World
Bank's preferences, with specific choices concerned with governments requesting
loans for water projects. The method covers the total transfer of management
responsibilities of a public utility property to a private operator for a certain period
time, often from 3-5 years. The simplest management contracts pay a private
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operator a fixed fee for performing managerial tasks. Other management contracts
offer greater incentives for efficiency by defining performance targets and basing
the fee, in part, on their fulfiiment. One challenge in the design of management
contracts is determining which targets are measurable and under the control of the
operator, as well as how relative the operator's remuneration should be in relation
to the achievement of such targets. Another challenge is determining what powers
the operator should have over, for example, employment. Under many
management contracts, the utility employs the staff except for a few top managers.

In management contracts, the operator’s remuneration commonly does not
depend on the customer tariff, and the government does not have to design an
arrangement which protects the operator from tariff-related policy risk. This has low
encouragement in relation to contractor performance as such income does not
come direct from consumer charges. Conversely, management contracts do not
offer the same potential as other arrangements to address the problem of paying
for services: the government is not required to commit to a cost-covering
combination of tariffs and external subsidies. Accordingly, less risk is transferred to
the operator, and so large improvements in operating and investment performance
are less likely than under other arrangements. Nonetheless, if the management
contractor has the flexibility to change the way in which the business is run and has
incentives to improve performance, it may improve operating performance.
However, management contracts mainly have the advantage of transfer of
management knowledge from the private operator to public local management
team. A management contract can also serve as a transitional arrangement, during
which the government can prepare for a more effective form of private participation

[88].

4.7.0 Affermage-leases

Affermage is another type of privatisation, which is also considered in the
World Bank toolkit in regard to water sector privatisation. Under this method, the
operator is responsible for operating and maintaining the business, but not for
financing investment. However, the difference between affermage and leases is
technical: under a lease, the operator retains revenue collected from customers
and makes a specified lease payment to the contracting authority, which the
authority can then use to pay for investment, under an affermage, on the other
hand, the operator and contracting authority share revenue from customers, and
the operator pays the contracting authority an affermage fee, which varies

according to demand and customer tariffs, and retains the remaining revenue.
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Under both affermages and leases, the operator’s profits depend on the
utility’s sales and costs, which typically give the operator an incentive to improve
operating efficiency and increase sales. The contracting authority is usually
responsible for financing investment in infrastructure assets under an affermage-
lease; it must raise the finance and coordinate its investment programme with the
operator. In some cases, the operator designs and manages the investment
programme; on others, the contracting authority has this role. The distinction
between investment and maintenance is not always clear: for instance, affermage-
leases often place some degree of responsibility for investment on the operator (for
example, for rehabilitation) [89]. Affermage-leases are usually more difficult to
implement than management contracts, simply 6wing to the fact that the operator
usually bears more risk. Under a lease, the operator's remuneration depends
directly on customer tariff, and so the government is obliged to design an
arrangement that protects the operator from tariff-related policy risk, and which is
similarly considered legitimate. Under an affermage, the risk is lower as the
operator tariff is different from the customer tariff. The operator will be more
comfortable with an arrangement in which customer tariffs cover, on average, the
operator's costs. Although they are more challenging, affermage-leases offer
greater benefits. For example, they commonly require commitment and the
contribution of government participation in all differing degrees during the
implementation in order to confront the problems of customer tariffs, and usually
give the operator incentives to improve operating performance. This has a great

impact, as is reflected in the case of higher water charges.

4.7.1 Concessions and Divestitures

Another preferred method of the World Bank in regard to privatising water
services is that of concession, which are typically used for introducing private
participation in infrastructure. This type of privatisation provides all responsibility to
the private operator. In this method, the nominated operator will not only be
responsible for the operation and maintenance of assets, but also for the financing
and managing of investment. In concessions, the asset ownership is under the
government from a legal perspective; however, the rights of operating, using and
managing remain with the operator. In addition, all the assets—including those .
created by the operator—typically revert to the government when the arrangement
ends, often after a 25- or 30-year period.

Moreover, concession is a tool that can be used to induce competition for a

market, when competition in the market is not operating. According to Klein [228], if
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a water concession is awarded to the bidder offering to supply water at very low
price to consumers, this encourages efficiency in two ways that parallel the effects
of competition in the market. First, it leads the operating company to offer to sell
water at a price that covers their costs but not much more. Pressures keep prices
down and limit profits. In this situation, the government does not need to estimate
the lowest profitable water price or regulate in order to prevent the monopoly
supplied from changing higher price. Through competitive bidding, the bidders
reveal the prices themselves. Furthermore, concession encourages bidders to
produce water at very cheap prices as inefficient bidders cannot win the bidding
and remain profitable. This is the most prominent advantage associated with the
concession method. Depending on environmental circumstances and project
objectives, any of the outlined methods of privatisation can be applied so as to

sustain the World Bank loan’s condition for project funding.

4.7.2 Loans with Privatisation

Owing to conditions set by the World Bank to its borrowers, some of the
developing countries have been forced to adopt the alternative methods in order to
qualify for assistance or loans. According to ICIJ [217], the analysis of 276 loans
awarded by the World Bank between 1990-2002 shows that approximately one-
third of the loan projects the World Bank required the countries to privatise its water
operations before it received funds. The report added that between1990 and 1995
there were 21 World Bank loans with privatisation as a condition. Furthermore,
Senegal, Ghana (Ghana Water Corporation) and Tanzania (DAWASA) are cases
of the World Bank loans with privatisation and other conditions, as detailed in
Appendix Q in the CD.

However, aside from privatisation being a condition for a loan, loans have
extra conditions, such as that all World Bank-funded projects are bound by World
Bank procurement procedures, and there are also special guiding conditions for the
selection of a contractor or an operator under the international competitive bidding

(ICB). The World Bank loans with the condition of privatisation have a number for

advantages and disadvantages.

4.8 Advantages and Disadvantages of World Bank Loans

4.8.1 Advantages

i. One of the remarkable advantages of the World Bank loans is that, in

developing countries, tough loan conditions and strict procurement procedures
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have not only helped to improve the quality for implementation, but also were the
sources and catalytic for developing an alternative suitable ways for raising capital
funds from local sources.

ii. The condition for international competitive bidding (ICB) is part and parcel
of the World Bank loans whereby the country borrower should execute the loan
within the World Bank procurement procedures. The condition requires all large
projects funded by the World Bank to procure the contractor, operator or services
provider through the International Competitive Bidding (ICD) method. Via ICB
methods, world-class companies from all over the world are invited to bid on the
tender. The competition is higher, and the most competent contractor or operator
that promises the best performance with the highest skills and modern technology
is then awarded the contract. The new contractor from foreign country brings in
new technology, equipment, culture, and new management style, and sometimes
capital. These are noted as World Bank loans advantages and benefits to
developing African countries. The process is referred to as ‘transfer of technology'.

According to DOH [42], the transfer of knowledge from a new successful
contract or operator to the privatised company, with objectives of maximising the
profit in the contractor's daily operational activities, means the new contractors
usually conduct some degree of management restructuring, as well as the
introduction of new equipment and training.

iii. The World éank condition for ICB provides transparency and volume of
work, procedure, and costs for the project implementation.

iv. In regard to stimulation for culture and economic development, World
Bank loans for developing countries are considered stimulants and motivation
which develop and facilitate the proper planning and implementation of the water
development projects. The approach provides a positive contribution and
challenges towards the necessary change for a better life and safe water, which
has economic, political and social impacts for the country. The World Bank’s
existing tough conditions for loans are positive challenges for country borrowers to
devise alternative ways of establishing capital funds from their own local sources

for water development projects; hence, these are the only ways of achieving

independent economies.
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v. Concerning the process of replenishing loan, it is stated that the World Bank'’s
stage-by-stage restricted process for replenishing loans to the country borrower
has greater advahtage for checking and control on good use of the loan, review of
performed tasks and giving the clear picture of the project implementation. This is

an advantage to both (borrower and donor).

4.8.2 Disadvantages of the World Bank Loan Conditions to Developing
Countries

i. In comparison with its advantages the International Competitive Bidding
method (ICB), there are also a number of disadvantages recognised throughout the
process of adaptation, as well during implementation time. The adaptation of the
method (ICB) requires compromise with local official procurement procedures,
which, in most cases, is not similar to the World Bank procurement procedure.

In regard to implementation, the open international competition tender invites
various large, world-class companies with different experience, equipment,
expertise, technology and capital; this limits local indigenous poor contractors and
businessmen in terms of competing equally. This results in all large water service
projects funded by the World Bank being contracted to foreign companies from
European or American countries. The situation of local companies being unable to
win and execute large contracts within their own countries diminishes the true -
development of local business companies, which subsequently poses a further
barrier to economic development. '

ii. The World Bank condition of providing experts (financial and technical) in
any large funding project is a significant unnecessary burden for country borrowers.
The salaries and other needs for these World Bank-appointed experts are all paid
by the countries from loaned funds. This has a greater impact on the total sum of
the loan amount, as the difference between the loan figures and actual amount for
project implementation is all paid to experts who sometimes are not needed. The
salaries paid to these experts are, according to the World Bank standards, are 10%
of the loan and this is burden to developing countries.

iii. According to The World Bank procurement procedure that, ‘The Bank
does not finance expenditures for goods and works which have not been
procured in accordance with the agreed provisions in the Loan Agreement
and as further elaborated in the Procurement Plan’. The World Bank conditions
of project periodic review and approval at every stage of project implementation
called approval for no objection is a part of project procedure that causes

unnecessary complications in total project implementation.
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iv. The World Bank loans with privatisation conditons have many
disadvantages including, according to Public citizen [91], turning state enterprises
from loss to profit by trimming the payroll, and failing to focus on overall efficiency.
There is often minimum job protection, as employers can dismiss workers with little
or no costs, and employees and customers are sometimes forced to adopt

privatisation without enough knowledge or preparation.

4.8.3 Criticisms against the World Bank and Other Financial Institutions
Methods

According to Stieglitz [69], the World Bank and International Monitory Fund
(IMF) imposes a number of unnecessary privatisation conditions as opposed to
providing immediate assistance.

Private services mostly impose higher services costs, which are not
affordable to low-income people. For example, in the 1980s, Latin America was in
difficulties with large economic deficit in the continent. Electricity and water supply
services were in poor condition. The IFM imposed fiscal austerity (balanced
budget) and tighter monetary policies, demanding that governments pursue
privatisation policies as a precondition for receiving aid.

The World Bank, IFM and other financial institutions frequently encourage
developing countries to privatise the public assets, such as forestland and
government utilities, including water services, telephone, and electrical companies.
In most cases, public property is sold off to foreign investors at rock-bottom prices.
As a result, many effects are witnessed as a consequence of changes, which
subsequently burden the country adopting such changes. One of these is growing
unemployment owing to the restructuring and resizing of various services, assets
and companies, which are transferred to the private sector. Another is the increase
in the prices of services owing to changes in tariffs. Sometimes, supply becomes
unaffordable to low-income people in a country owing to management change. As
a result, those who cannot manage to pay will remain without basic service, such
as water and electricity [69].

Brettonwoods [218] states that the World Bank needs to change its formerly
dogmatic approach of forcing privatisation in water sector, and suggests that the
World Bank may not be learning quickly enough when considering that the
privatisation of water services is not a real solution for water service improvement,
and further stating that, with the adoption of such an approach, the poor may be left
both without any change to water supply and sewerage services improvement, and

may ultimately be paying for botched privatisation.
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Billegeya [219] adds that the failure of water privatisation in Tanzania should
be a lesson to the World Bank’s aid donors and governments, stating that the
privatisation of water services is not a solution to problems in developing countries.
In actual fact, the failure of DAWASA privatisation has added a burden to a country
that is already struggling to reach its international poverty target in relation to
access to water.

Another criticism of the World Bank privatisation condition relates to the water
services in Latin America. The Bolivian Cochabamba Water Supply Projects, as
funded by the World Bank, have a long and problematic record. The country's
largest water system was forced by the World Bank to opt for a loan with
privatisation conditions. When the private Cochabamba water supply was operated
by US-based Bechtel Corporation, household bills rose by 200%, which
- subsequently sparked a civil uprising that forced the company to leave the country.
The water system was put under public control. After the failure of the
Cochabamba, the World Bank no longer used the word ‘privatisation’, but instead
replaced it with terms such as ‘concessions’, ‘decentralisation’ and ‘public
participation’. However, the critics state that, whatever the euphemism, the end

result is the same: higher rates, lower quality and less access [220].

4.9.4 Appraisal on World Bank Loans

The discussion on World Bank loans indicates that the institution gives loans
and sometimes accompanies these with small grants under tough conditions of
privatisation. This is particularly true in respect of capital for sustainability and
development in water services. The World Bank loaned Tanzania US$86.96 for the
implementation of DWSSP under the condition of privatising DAWASA (see
Chapter Two, Section 2.3.1). However, the effects of this condition are directly
reflected in a number of areas, including water price rise, ownership, cultural
change, and an increase in unemployment. The World Bank condition for
privatisation has positive effects on improvement of efficiency in services, economy
stimulants, and the overall availability of new technology. Nevertheless, the World
Bank is a commercial and business-operating institution existing with the aim of
implementing bank objectives, including profit-making, much like any other
commercial institution.

The World Bank ideology, ‘Privatisation can bring substantial gains, and more
effectively than the public sector’, is not always true owing to the fact that it is not
provide an appropriate solution in every case; in particular are examples of

Tanzania, Ghana, Zambia and Uganda's water privatisation. The World Bank’s
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behaviours in the use of a loan to drive and make a business profit from poor
developing countries, and by imposing difficult conditions, should not be accepted.
However, this should be taken as a positive challenge for poor developing countries
to research the alternative capital funding solution for water development projects
[40]. |

If World Bank loans are truly concerned with poverty eradication in poor
developing countries, the conditions for loans should be flexible and negotiable in
order to balance the interest of donor (World Bank), as well as the interest of the
borrower. With this in mind, there should be no one-sided conditions.

ii. The effects of applying the International Competitive Method

World Bank loans comprising the privatisation condition has a component of
International Competitive Bidding (ICB), which necessitates all bidding for the
privatisation tender and all other procurements to be open for local and
international bidders, incorporating equal grounds of competition. This process is
obligatory for all projects funded by the World Bank (big financial institutions). The
method has advantages, such as allowing fair competition to all ‘local and
international bidders. The objective of ICB is to select the most competent and
quality service-provider or contractor. However, with this condition, large foreign
contractors or services providers may take advantage of the fact that they have
capital, technology and equipment that local companies do not have; however, this
method has the potential for technology transfer, but again, the method limits the
development of local private companies.

With this in mind, it is true that the bank is concerned with competent service
providers, and so a special upgrading programme for local contractors should be in

place, as well as capital for tools and equipment.

4.9.5 Summary
From the discussion covered in this chapter, we can conclude that public

water entities (water services companies) can possibly generate capital funds for
sustainability and development if the asset shares are valued and sold, auctioned,
leased, privatised or contracted, as critically examined in Section 4.3.1 through to
Section 4.4 of this chapter. Furthermore, as can be seen from developing an
understanding of the application of each discussed method, there are advantages
and disadvantages to all methods. With this in mind, the study may therefore
conclude a number of things. From the critical analysis on the advantages and
disadva‘ntages of the World Bank conditions to countries borrowers the concept of

establishing the alternative source for water projects capital funding is obligatory;
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however, establishing capital funds from local sources will make Tanzania and
other Sub-Sahara African countries self-sustainable and free from external
conditions. As a result, the project can be implemented and managed locally under
local conditions, and flexibility is possible

With the aforementioned in consideration, the concept to be adopted from the
discussion of various methods covered in this chapter is that, through a number of
different equity methods, property can generate enough capital funds for water
development; however, the governing authorities has a greater role in deciding
which method should be adopted. Methods like enterprise debt sale for equity and
tariffs review methods can be an alternative solution.

The tariff review method has been evidenced as an appropriate, sustainable,
and reliable local source for establishing capital funds in water industries, simply
because the income is constant and flexible according to the need, with the only
consideration needing to be assigned attention is that of affordability; therefore, this
will be the appropriate measure for Tanzania to get out of tough loan conditions. As
a result, it can be justified that loans from international financiers are not for poverty
reduction in developing countries in the long-term but rather seem to induce
poverty acceleration, which is therefore an obstacle for development and should
not be accepted unless the conditions are fairly set. However, this can be adopted
as a challenge and the motivation for developing our own capital funds from our

own local resources.
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CHAPTER FIVE: MANAGEMENT OF WATER SERVICES

5.1 Introduction

Water has immeasurable value for our life; its unique contribution on both
economy and social development necessitates higher investment in relation to
research for better management of the available few resources and better water
services. Water is needed for many uses, such as drinking, cooking, washing,
cooling, watering lawns, fire protection, commercial use, and sanitation. Therefore,
proper planning for good use in order to maximise water contribution value
obligates an in-depth discussion on the ways in which better management can be
achieved for the benefit of social and economic use. However, the complicity of
discussing water services management necessitates greater focus in its usage,
costs, demands and supply, and the differences. The rate of consumption per
person per day differs from one country to another, as well as from one area to
another. According to Organisation for Economic Cooperation and Development
(OECD) [267]) ranking some developed countries—including USA, Canada,
Germany and the UK—have average water consumption per person per day
ranging between 154 litres and 515 litres, whilst in developing countries, the
average water consumption ranges from 30 litres and 220 litres per person pe‘r day.
This difference creates a number of challenging questions, such as why the rates
of water consumption per person per day in developed countries are higher, and
why the rates are so low in developing countries [268].

‘Bennell [107] argues that the reality today means that ‘water scarcity is
becoming more common in many parts of the world because of increase in usage
and also partly due to climate change. This is a potential conflict we need to
manage our water more carefully’. Duff [127] further comments that it is a direct
challenge to the whole world. This situation therefore necessitates a high
investment of a combination of efforts to ensure that enough water of a good
quality is available for all our needs. More attention need to be directed towards
developing countries where there is not enough water—even for domestic use.

The British South West Water Company (SWWC) [125] comments that, ‘it's
quite fundamental on how you view water and sewerage service. If you view it as
an essential public service it makes very good sense to stick to public management
system, but if you see privatisation as fundamental shift, with industry not so much
public service as a commodity, you would argue for change’. This chapter therefore
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discusses different water management styles as platforms that can be developed
so as to build the appropriate management style for water and sewerage services
in Tanzania/Sub-Sahara African Countries. This chapter covers areas including the
provision of water services under public management, private water services, and
the commercialisation of public services.

The public ownership and management of water supply and sewerage
services has been a traditional way for all Sub-Sahara African countries. However,
public management in water services has proven to be unsuccessful in all sub-
Sahara African countries, where failure has necessitated the adoption of private
water services in the region. However, private water services are also not an ideal
solution.

Therefore, the discussion on public water services in this chapter is carried
out in an attempt to open up and allow the adaptation of concepts from the failure
and successes of good use in developing the appropriate solutions for Tanzania
water problems. Furthermore, willingness to pay for sustainability of water services
and the regulatory position for supporting water sector has been also critically
discussed in Chapter Four, Section 4.4.7.

Importantly, the commercialisation of public services has also been discussed
in terms of facilitating how services can be better managed. However, the concepts
adopted from all five covered areas, including willingness to pay (WTP), regulatory
authority, Commercialisation, Public and Privatisation, will be compared with the

local Tanzania existing water and sewerage governing system for the development

of an appropriate model.

5.2 Section 1: Water Services under Public Management

5.2.1 Introduction

Medalye [126] argues that, ‘Water governance can be defined as the range of
political, social, economic, and administrative systems that are in place to regulate
the development and management of water resources and provision of water
services at different levels of society. Countries facing different social-economic,
political, and historical contexts which affect the way in which water resources and
services are managed'. Furthermore, according to Free Media [92], ‘public services
is a term usually used to mean services provided by governments to its citizens,
either directly (through the public sector) or by financing private provision of
services’. It is further stated that the term is associated with a social consensus
(usually expressed through democratic elections) that certain services should be
available to all, regardless of income. Even where public services are neither
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publicly provided nor publicly financed, for social and political reasons, they are
usually subject to regulations spanning beyond that which applies to most
economic sectors.

Moreover, Cook [221] argues that, at the end of the 1970s, African public
enterprise sectors were experiencing poor performance, especially in relation to the
water services sector. The situation was due to the existing complex political setting
in which public water services were forced to operate without a good base of capital
and technical planning. In terms of economic performance and operational
services, public industries, for a long time, have existed with difficulties, and have
accordingly mainly underperformed. In many cases, political ambitions have been a
guardian for performance. The insufficiency of skilled labour, political interference
and the over-employment of low-level staff were concluded to be reasons behind
failure. |

Furthermore, owing to the traditional autonomous nature of the public water
sector, other public enterprises were sometimes heavily encumbered by
bureaucratic control. The political interference extended from the regulation of
prices, the sitting of facilities, awards of contracts and staff management to eveh
general water services operational routine decisions, whilst the existing financial
operation were very hard to monitor [221].

Generally, public enterprises have greater influence on political decisions
owing to the government being formed politically, and therefore management
decisions, especially in social service areas, such as water services,
communication services, power supply services, economics of scale and costs,
managing of resources, community empowerment, and accountability, were
affected. Therefore, the efficiency in service performance was the area most
affected. Public services were in difficulties, and thus could not control well the
financing operations from their own local resources, which forced borrowing and
that added to domestic inflationary pressures, external debt and balance of
payment problems [221]. '

According to Kraemer [93], ‘water and sanitation issues in many cases are
related to decentralisation policy and environmental rights’. The process of the
water sector reform involves many social and economic considerations, including
economic efficiency, services development, resources preservation as well as
sustainability issues, all of which commonly appear to be very complicated These
factors necessitate the emphasis on economic and financial aspects of good

governance as the only way of ensuring water services which are developable,

sustainable, of a high quality and affordable [93].
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The discussion covered in Section 3.9.3 (point iii) noted that most of the cities
in developing countries have problems with water supply and sewerage services.
The problems are generally caused by either an increase of population or economic
problems; however, the factor of uncontrolled population increase is a major cause,
which accelerates the actual water demand for domestic and other development
usages. This subsequently results in a lack of balance with available maximum
water production and distribution—even in the case of services being provided by
private companies. Nevertheless, a poor economic situation (poverty) in African
developing countries has been another major factor that fundamentally limits the
ability of capital water investment. Thus, poverty becomes an obstacle. IWA [94]
advocates that, in order to sustain human, economic development, and the
assurance of a safe life for future generations, water resources control under good
effective management should be in place. According to the discussion covered in
Chapter One, Section 1.1, the existing situation of approximately 1.8 billion people
in the world having no access to water and sanitation services is evidence of the
big challenges in water sector. Therefore, it is everybody’s responsibility to ensure
that world is safe a place with enough water for domestic and commercial usage.

5.2.2 Public Water Management Style (Public Water Services)

Public water provision system is widely applied in Sub-Sahara African
countries. It is structured in a manner whereby the government takes all
responsibilities and challenges of the water and wastewater services. The provision
of water and sewerage services, for a long period of time, has been considered
basic and essential for every human being—regardless of the classes (rich or
poor). It was mandated as a core government responsibility. Globally, 85% of all
drinking water provision lies in public hands. Under any public service the
governance, structure decisions and the management of infrastructure, capital
investment, commercial risk, and operations and maintenance are made by public
entity. However, the definition of a fully public managed water sector often refers to
when water services are controlled or provided through either national or
municipal/district government agencies in a designated area. Public managers
make decisions, and public funds may be provided from general government
revenues, including taxation, loans and other charges. Therefore, governments are
responsible for overseeing, setting standards, and facilitating public communication
participation and general supervision [126].

In this case, public management in water services performance is not driven

by profit; rather, the motivation is affordable water for ail. Therefore, for most Sub-
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Sahara African governments, the fiduciary elements of the public sector include the
need to push for market competition as a stepping stone to quality water services.
The public sector regards itself, to a greater or lesser extent, as a neutral layer
between the government and the governed. Administrators see themselves not as
the unfeeling implementers of executive orders, but rather as an essential check
upon arbitrary rule. This leads to bureaucratic services provision. In most cases,
the conflicts in water supply and sewerage services are caused by conflicts of
interests between administrations of the service providers in relation to government
powerful political interference. Such a conflict may subsequently lead to inefficiency
in relation to service provision as a cost of compromising the conflicting members.
In most cases, politicians are favoured; hence, according to the government
system, politicians are the decision-makers and, as a result of such, water services
end on a political platform and are therefore not independent service providers [96].

5.2.3 Public Water Services in Developing Countries

In Chapter Three, it was established that most developing countries struggle
to implement public water management styles. Although privatisation has a number
of challenges in developing countries, Section 5.2.1 indicated that the public style
of managing water services is also not successful. Accordingly, the researcher
adopted the challenge for developing an appropriate solution for sustainable capital
funds and the ldeal model managing water services suitable for developing
countries. This was also the consequences of loans accompanied with tough
conditions from international financial institutions to Sub-Sahara African countries.

This has resulted in greater discouragement on the struggle for developing
the required water capital from our own sources. Most of the public water bodies
have proven to be incapable of meeting the development needs of their regions. A
number of factors, namely population increase, over-employment, inadequacy in
technology, and economic reasons, are all major obstacles for water development.
Moreover, most of the public entities are not commercially operated in order to
sustain their operations and development needs, especially in this globalised
market: however, the World Bank [133] indicates that old infrastructures, social and
political problems, environmental, health, and financial constraints, as well as
proper governance, can be highlighted as the major problems facing most
countries practicing public water services.

Figure 5.2 below presents an explanation concerning the major effects of
water services under public management. In the case of a normal public water

service, service organisation structure and political decisions have a greater
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influence on water services operations. NAP [266] argues that the discouragement
with public water services comes from poor water supply resulting worries in public
health, over employment, political interference, environmental issues and relations
to other city services. This is due to the fact that a registered entity providing water
services is publicly owned under the government, and so the public entity
management is nominated by the government to fulfil government interest whilst
government leaders are politicians. Water services are very much like pdlitical tools
that back government political interests. This necessitates public entity leaders to
fulfil government interest first, which is political interests, and which are therefore
considered contrary to professional decisions for better water services. Importantly,
this may result in conflicts of service provision, with the outcome inducing
unnecessary delays on actions and decisions (bureaucratic) within the system.
Kishimoto [265] adds that, ‘poor services by cumbersome public authorities,
corruption and high rates of water loss are also found in public companies’. As a
result, services are sometimes not systematic and reliable with the application of
poor technology owing to political interference. However, in the case of public water
services, water rates are generally not set to accommodate future capital for
services development. In actual fact, water services are provided with affordable
rates and are sometimes subsidised. The capital for water development is sourced
by the government either from the government’s central budget or otherwise from
loans and grants. These together conclude that the provision of water service

under public management is politically motivated.

Public water manaaement and their maior effects

i

Political Operated and Bureaucratic Composition

2

Services, Technology and Capital not reliable

o

Low Costs services (Affordable). Subsidised

r

Provision of services politically
motivated (Services to all)

Figure 5.1: Effects on public water management
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5.2.4 Criticism of Public Water Services

The covered discussion in Chapter Three, Section 3.9.3 justifies the belief
that public water services systems in most Sub-Sahara African countries have
proven to be poor in relation to solutions for water problems in the region. The
following criticisms can be made:

e As discussed in Section 5.2.1, public water services are exposed to political
interference owing to the fact that the property providing services are owned
by the government. Accordingly, the management team is selected by the
government to fulfil government objectives, whilst government management
system politicians are the decision makers; and

¢ In public water services, capital funds for water projects are governed and
sourced by the government, and in mind of the fact that the decision-
makers are politicians, the possibility of budget (funds) for water
development being politicised is higher, which may sometimes limit the

professional project implementation for the benefit of politics.

5.2.5 Appraisal for Public Water Management Style

The discussion covered in Sections 5.2.2 and Section 5.2.3 evidences that
public water services have had greater focus on services to all (social basis in
water services). The service style has more consideration in expansion to cover
water needs to all, and categorically has greater focus on affordability; however,
the structure of administration for the services has been neutralised with a
traditionally long process of decision-making owing to greater elements of political
inflates. The outcome can be clearly measured as integral to bureaucracy; this is
because the service provision is owned by the government, and government
leaders are politicians—and therefore even the management steam or supervisors
for water operations—are nominated by politicians to fulfil political objectives.
Professional decisions are mainly not favoured, whilst political decisions have more
and greater power. Focusing on the structure of management and the political
power of decisions, the research is obligated to conclude that the failure of public
water services in most Sub-Sahara African countries—Tanzania being the true
example—is due to the complexity of the bureaucratic style on service provision.
Therefore, the method focuses on affordable water services to all, which is a

special positive challenge to be undertaken during the development of the

appropriate model for water services in Tanzania.
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5.3 Section 2: The Private Management of Water Services (Privatisation).

5.3.1 Overview

Nebery [98] argues that the private method of managing water supply
services has become very popular in most developed bountries. The privatisation of
water services has been expanding very fast globally, and has subsequently
become the most dominating method in the world of water services. Private
services are a catalyst in the market, which aim to promote service performance,
productivity and profitability through quality management. This research has
adopted the definition whereby privatisation is a process that covers the transfer
from the public to the private sector, involving a change of style in management,
control, and sometimes ownership of productive assets.

The private management of assets is basically concerned with describing
quality management as an array of actions designed to broaden the scope of
private sector activity, with keen focus on quality, efficiency, quantity, productivity,
profitability, customer care, and transparency in terms of market competition.
Generally, private services are guided by professional decisions, whereby decisions
are made from the analyses of various evidences under set conditions. Moreover,
discipline is well maintained in all processes of services, with a good economic
model structure of the organisation. However, the major difference in terms of
public water services concerns private services capital funds for project
development, which are mainly developed with the service provision system. The
private provision of water services is free from government political interference. In
practice, however, professional assimilation by the public sector in relation to
efficiency-enhancing techniques is generally employed by the private sector [99].

Private services description results in private management often being viewed
as a goal rather than simply as a means to an end, which can therefore lead to
confusion. Markedly, private management focuses on the ownership and/or control
of productive assets, their allocation and pricing, and the entitlement to the residual
profit flows which generated by them’ [100].

However, Sawyer [223] argues that a privately managed entity has one
ultimate objective—that of profit; however, in order to pursue this objective, there
may be the involvement of other goals, including ensuring the entity’s survival,
acting as a ‘good employer’, and paying attention to environmental consideration in

addition to other elements; however, the single basic objective is profit [223].
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Jackson [225] states that the necessity of discussing private management in
water services cannot be avoided as experiences in private water management
style are useful. The private water services are an engine-driver for efficiency to
any services provision model, simply owing to its structure being commercially
oriented. Importantly, the private management of water services imposes the
transfer of technology from one side to another, which has greater contribution on
work performance. All of this is combined together to provide new ideas as a
challenge to existing models in the water management sector.

Essentially, it can be stated that private services is a tool for screening public
water services, but also a source of contribution for developing sustainable water
services for Tanzania. Notably, however, although private water services has
greater focus on high profit-making, in the case of Tanzania, operating private
companies do not have the same attitude to government taxes. This is a negative

sign to private companies in the country.

5.3.2 Structure of Private Management in the Water Sector

The private management of water services has a long history in developed
countries, such as the UK, USA, France, and others. The entire character
associated with the private management exists in the form of operational efficiency
and effectiveness, as well as profit-making. Cook [224] states that Western
experience suggests that the most successful restructuring strategies of private
management in water services include ‘significant changes in both organisation
structures and the operational process’. A change to partial or complete private
ownership brings in new management structure which is more effective, more
economical, and more commercially oriented.

In general, the private water services approach of introducing new working
technology and training necessary for market competition increases motivation in
the working place with greater effect in actual work performance. Service
performance is increasing owing to the introduction of new techniques necessary
for market competition; this is a catalyst for production increase in quality and
quantity, whereby the service vision and objectives are changing to new style with
more competitive targets. Therefore, the existing and overly complex networks of
dysfunctional bureaucracy will be reduced, and the likelihood of arbitrary
‘interference’ in operating decisions will also be reduced. Each of these changes is
expected to contribute improvements in relation to productive efficiency. The key
factor is ultimately concerned with determining efficiency in the water sector

(enterprises), which will be improved as a result of private management influences.
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The change in ownership to private management will imprové employees’
incentives, which is a catalyst of efficiency in productivity. Importantly, if private
management merely converts a public monopoly intd a private monopoly, the
sector will then not be compelled by competitive pressures to improve its productive
efficiency; rather, the private management, if imposed in water services provision,

will improve the discipline of work and private capital markets [222].

5.3.3 Effectiveness of Private Management Water Services

In any action, there are negative and positive impacts; however, the outcome
and the effectiveness of private water management can be measured in terms of
accessing the impacts of change. However, the evaluation on differences between
the services provided by _private system and the style before the adaptation of
private services, should give the reality of private services‘ and its effects. However,
focusing on other factors, such as governing policy, the method adopted, and the
process of adaptation, has special contribution in terms of measuring the effectives
of the method. There is no question that, in principal, private management has
impacts in both positive and negative lights. Nevertheless, good business
management practice remains a significant determinant of the enterprise
performance. The measure of effectiveness in the provision and management of
private water services has been customised by evaluating the successful and
unsuccessful facts (outcomes) of different cases of water service experiences—
mainly from Sub-Sahara Africa countries (see Chapter Three). Markedly, this leads
to suggestions that the overall effectiveness of the private water management
depends on motivations against the expected set goals of performance, the size of
the operating area, the political environment, and the physical structure of the water
customer classes in the area of operation [225].

In a private managing system under ‘ownership’ by shareholders or
entrepreneurs, the provision of water services is funded the customers, with the
sector normally controlled by market forces. The restructuring to private
management has a greater focus on business market characteristics, which is what
makes private management different compared with other methods. The private
operator working on day-to-day management, operations and maintenance duties
in a water services on a contract basis for a certain period has little opportunity to
change the system because the power, control and influence on major policy
decisions remains in the hands of the property owner. Basically, major characters
of the private water services include services being automatically promoted,

asserting that private water management can provide modern management and
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expertise, which is otherwise unavailable or inaccessible in the public sector, and
also that privately owned organisations have full power and control without any

public interference.

5.3.4 Worries of Private Services in Water sector

The private water éervices are fully commercialised, and its operation
procedures are therefore strategically based on focusing on high profit making. If
private water services are adopted, the major concerns remain as higher water
charges and an increase in joblessness whilst the generated profit is taken into
individuals’ pockets. This is due to the fact that water priées include actual
production costs, calculated amounts for services and development, as well as a
certain percentage as profit for the services provider. NAP [266] cautioned that the
decision as to whether or not ownership or operations of a public water utility
should be transferred to a private firm is complex. Immediately, economic
questions arise, such as ‘Will privatisation reduces customer’s monthly water bills?
The emphasis on high water charges (billing) carries a greater worry of the whole
private water services,; it is a battle between quality services and affordability to all.
Furthermore, operations under private management in the public water services
mean the decision-making structure imposed upon the water éervices is private
interest-based and, in most cases, unresponsive to community wishes and needs.
It is frightening that, when considering private management, the ability of local
residents to effect change in water services or to resist it will be diluted—and the
power of staff management will also be linked directly to the ability to run the
organisation efficiently with retrenchment.

In relation to operational conditions, the concern for general welfare and the
overall well-being of the customer and his family means that costly services which
are not paid in full by the customer or third-party payers be simply eliminated, with
the prices increased unreasonably to ensure financial viability. Furthermore, Kikeri
[97] notes that, in Sub-Sahara African countries, private management in water
services have been the most écceptable as a popular approach for economy
reform. Within the last 20 years, for example, there has been privatisation in
developing countries, which has become a modern way for water services
management. However, the region is not well prepared, and the current picture
surrounding the potential for private management in the water sector under the
competitive market mechanism gives the mandate of being the only solution in the
water services sector in Sub-Sahara African countries. Nevertheless, it is
considered that the failures of the methods should also be published for the best

through a comparison of efficiency of the method. Public services and commercial
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service methods should also be published for imposing new challenges in the water
management sector. However, the scarcity of information and evidence concerning
the impacts or failures of practicing private management in the water sector are not

widely open owing to the market competitiveness of the private contracting

companies [97].

5.3.5 Benefits of Private Management in Water Services

According to Ramanadham [118], Eldean [106] and Kraemer [93], the
following benefits can be taken as the positive effects associated with private
management. In developing countries, the practice of private management on
water services will benefit customers, employees, and the entire nation in a number
of different ways.

Firstly, the authorities will be more responsible and much freer from
government intervention in relation to the day-to-day operation activities, and will be
further protected from fluctuating political pressures and financial constrainvts. The
access to the capital market will mean that authorities will find it easier to pursue
the effective investment strategies for cutting costs and improving the standards of
service.

Moreover, authorities will be better able to compare the performance of
individual water authorities against each other and against other sectors of the
economy, which will improve the financial spur to improved performance, whereby
a system of economic regulation will be designed to ensure that the benefits of
greater efficiency are systematically passed on to customers in the form of lower
prices and better service than would otherwise have occurred.

Thirdly, the private sector introduces measures to provide a clearer strategic
framework for protection of water sources and environment.

Furthermore, and finally, private water authorities will have greater incentives
to ascertain the needs and preferences of customers, and to tailor their service and
tariff accordingly. However, the private managed authorities will also be able to
attract high-quality managers and other professionals from other parts of the
private sector; thus, the opportunity will arise for the wide ownership of shares, both
amongst employees and local customers. Moreover, the majority of staff will be
more closely involved with their business through their ownership of shares, and

will be motivated to ensure its success, thereby increasing performance efficiency

and productivity [119].
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5.3.6 Disadvantages of Private Management (Negative Effects)

On the other hand, the private management in water services has its own
disadvantages, which can also be taken as negative effects to the government,
employees and customers. Importantly, the disadvantages may be focused and

classified as weaknesses to private management, as shown below.

i. Increase of Unemployment

The increase of unemployment owing to the adoption of private services
management has been noted as one of the major negative effects associated with
private services. The fact is that private management style is a business-oriented
method, and business focus is therefore placed on the efficiency of productivity in
an economical manner, the introduction of new technology, and modern working
equipment with the advantage that the adaptation of private services
accommodates changing of organisation structure to fulfil the private services for
market needs. This covers the objective of maximising profit through minimising
expenditures. Therefore, the focus is placed on minimum workers with maximum
productivity, given the advantage for new management styles to go for the
termination (retrenchment) of workers. Schiller [47] argues that, ‘the review of
various methods of private operating sectors and finds that, public entities changed
to private management (sales and auctions) have more negative effects on
workers’, due to the introduction of new private organisations, which favour the
operation under private objectives. Law [139] adds that, during the change from
public to private management of public utilities, large-scale retrenchments were
practiced, which originated from elements of overstaffing and limitations of
vacancies caused by the new structure. However, the interest of incoming private
management is efficiency on training when seeking to achieve a reasonable
number of quality staff, which therefore results in significaht job redundancies in

sectors including communication, power and water services [139].

ii. Risk of Increasing Loans

In the case that private management provides a loan from any financial
institution, the borrowed amount will not be equal to that which is paid back: the
total pay back will equate to that which is borrowed plus profit, although this could
be even greater due to penalties, depending on the contract and the circumstances
concerning how the project was implemented. This all reflects the greater impacts

associated with water charges.
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iii. Social Changes

Under private management, all activities are carried out on a profit basis,
some of which are social activities that are not profitable for the company, and so
are usually dropped. However, the new organisation structure comes with new
rules and conditions, and as the new organisatioh structure is concerned with
fulfilling the private management objectives, it has to focus on efficiency, quality,

productivity and the maximisation of profit [142].

iv. Conditions of Capital Funds for Privatisation

Depending on the donor, if capital funds have been borrowed from the World
Bank, then all procurement procedures and project implementation should be
according to the World Bank procurement and implementation procedures. This
includes various final and operation decisions to be made or mandated by the
Bank. Notably, the power of no objection is executed by the Bank throughout every
stage of project implementation. Nevertheless, during the project preparation
period, the bank has the final say concerning the nomination of the contractor or
the private operator; this is what happened during the DAWASA privatisation [141].

v. Increase of Commodity Price

Water charges are always on the higher side under a private services
provision. In the private services, government subsidies are not provided; therefore,
costumers are required to pay the actual cost of the services provided. Moreover,
in private water services, prices are calculated from the actual production costs,
services and profit for the service provider, as well as other finance charges. This
situation is more experienced in the privatisation of water supply and sanitation
services [122]. However, all the discussed disadvantages have indirect or direct
effects on willingness to pay, as well as social behaviour changes in water services:
for example, the stealing of water through illegal connections. In Dar-es-salaam, for
instance, 70% of the uncounted for water is trusted to be illegal connections,
whereby the remaining small percentage is leakage. lllegal connection for water
supply or the cutting of the water supply pipes is greatly influenced by unaffordable
higher water changes. Furthermore, the effects of higher water charge (increase in
commodity price) has accelerated the unaffordability to the poor who cannot afford
paying the required service costs. Regardless, the situation forces the poor people

to use cheap, unsafe water, thus resulting in the increase of water-borne diseases

in Dar-es-salaam city.
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5.3.8 Appraisal for Private Water Services

The private style of water services has originated in developed countries,
which have been practicing such methods for a long time. In Sub-Sahara African
countries, the style was predominantly introduced in the early 1990s (see Chapter
Two). Notably, depending on the process of adaptation, the method of
implementation (full or lease contract), and the conditions for capital loans, private
water services in some areas have been succeséful; however, in countries such as
Uganda, Ghana and Tanzania, private water services have not worked thus far.
Furthermore, even those areas considered to be successful in terms of private
water services have created greater gaps between poor and rich people owing to
the acceleration of water charges. Essentially, higher water charges means the
majority of low-income people cannot afford the services; however, better services
remain available for those who can afford them. Nevertheless, the quality and
efficiency are motivations of private services. From this angle, it may be stated that
the private water services do not provide a solution for Tanzania water services,
simply because the majority of Tanzanians are low-income people. Nonetheless,
private water services have good aspects to be considered, such as efficiency and
quality in product and services, discipline of work, performance monitoring
(performance contracts), motivations and incentives, and ideas concerning market
competition. The underlined positive aspects can possibly be adopted as a
contribution for devising appropriate water services systems in Tanzania.

5.3.9 Summary

The experiments and analyses on private management in the water sector
concern successful approaches and failures, both of which have been critically
discussed in order to establish the causes of failure and secrets of success.
However, the discussion has been necessary as a challenge for creating
constructive ideas, which is important for the development of aéceptable water
services for Tanzanians. Notably, private water services have been executed nicely
in some countries, although there is the problem of high water charges owing to the
commercial style of operation, which ultimately places a greater deal more focus on
profit-rhaking. Ultimately, it is best for those who can afford to pay.

Other noted disadvantages of the private water services include the private
structure of organisations, which is concerned with productivity and efficiency, and
there is always a minimum number of staff, which subsequently increases
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unemployment. Therefore, countries with higher level of unemployment show that,
private water management creates an increasing amount of jobless people. |

Social change owing to the introduction of private water services is an issue,
as private management places greater focus on profit; thus, any social activity
executed by private companies is implemented in mind of making profit for the
company. As a result, this should be compared with the advantages—including
efficiency in services, productivity, quality and private sustainability—so as to
achieve the best conclusion. However, every outcome has its contribution to
society, whether positive or negative, depending on outcome. Nevertheless, all
effects have challenges for a better future, which also acts as both indicators and
motivators of successful privatisation implementation. This evidences that the
conflict between the private and public provision of water services will never end,
and will never be solved owing to the fact that there are some good aspects
(success) resulting from both good practices as well failures (disadvantages), as
has been evidenced in Section 5.29a and Section 5.29b.

The discussion covered in Section 5.12 shows that most developing countries
have the fundamental concern that the adoption of fully private services in the
water sector means a loss of power of control in terms of management, with
numerous political reasons relating to the loss of ownership owing to traditional
water issues being used for campaigns. This is a social issue that carries special
weight in terms of politics. A second critical concern is that of increasing water
prices during the course of privatisation, as there are no government funds, which
therefore mean the price of water, will need to increase in order to cover all
expenses, as discussed in Section 20b.7. This may cause people to take actions,
including complaining and carrying out demonstrations, which could cause the
government to lose its popularity.

Moreover, experiences from Western European countries—Great Britain,
France and Germany, for example—that have a long history in privatisation, with
similarities in practices of private management style, particularly in the arena of the
water sector, are more efficient and reliable. However, the capital for privatisation is
better if it is generated internally, which will accordingly reduce the water price to
consumers.

As discussed and evaluated in Table 5.1, each method has its negative and
positive effects, each of which has something to contribute to the betterment;
therefore, equal consideration to each effect has been the focus of establishing
better contribution to future water management style. Furthermore, in comparison
with local Tanzanian water service experience, the concept for the Ideal framework
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was developed; thus, the developed water management style focuses on the actual
needs and benefit for Tanzania. It is not easy to conclude which of these methods
is best owing to the various advantages and disadvantages associated with all
methods. However, | believe that the best method of practice should originate from

the two methods (public and private services).

5.4 The Commercialisation of Water Services

5.4.1 Introduction

Commercialisation is adopted as a water management model where
operations are more independent and competitive, and the product(s) (water) is
sold into the open market. The product water is available according to the
requirements (quality and quantity); thus, water is sold in order to cover actual total
production costs so as to ensure sustainability and services development. In this
section, the discussion on commercialisation has been structured in an attempt to
examine the contribution from the subject towards developiné the appropriate
model for the management of water and sewerage services in Tanzania [92].

5.4.2 The Process of Commercialisation, and Reasons for Adoption

The commercialisation process involves the strategy of producing greater
quality and quantity water (product) for domestic and other needs for the benefit of
actual commercial market demand. Essentially, the focus is placed on the product
value of the market, whereby water is sold in order to generate enough funds to
cover operation costs, sustainability, and capital development. The process is
concérned with establishing operational activities by switching to adopting market
characteristics aimed at improving the provision of services. The actual costs are
designed to be covered from customer charges within the balance between
affordability and services sustainability. Normally, profit is generated in order to
cover its capital development.

The change to commercialisation involves the restructuring of public services
to form a new organisational structure, whereby civil servants are trained to provide
a new focus on market competition. The change has a direct effect on employees
through some being relocated or transferred; essentially, this depends on the new
organisational structure. If the new structure comprises the formulation of semi-
autonomies executive agencies/organ, then it has been designed' in order to affect
a further cultural shift for better performance, which will improve economy through
efficiency, effectiveness and accountability in policy implementation [92]. Markedly,

there are various reasons for the commercialisation of public services, although all
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are generally related with service improvement, expansion, and the economy
sustainability of the particular public entity. However, forces for adopting
commercial services are baéically economic and market-oriented in consideration
of promoting quality and efficiencies in services. As such, it may be recognised that
the commercialisation of public water services is engaging a new commercial
knowledge which predominantly boosts water service improvement, whilst
establishing the economic potential of the particular service. Importantly, there is
the need for commercial services, which will ensure a positive effect on the
technology development and economic delivery. Importantly thing is, ‘efficiency is a
keyword and concept in a system of accountability’ [93].

Commercialisation is the lifeblood of the economy, and creates competency
and prosperity, boosts productivity, and builds sustainable services. Service reform
policies vary significantly, and are broadly inspired by an intellectual movement in
public administration called New Public Management (NPM). Markedly, NPM
mainly covers the public economy and areas in which the government services
have proved to fail (management and funds for sustainability). This highlights a lack
of independent structure in terms of service provision and higher interferences in
both political and power decision, which are the major causes of failure.
Importantly, the influence of politics in decisions and the neglect of professional
decisions, depending on governing systems, are critical. In addition, it is sometimes
more fundamental to consider what is said rather than what is done in terms of
helping development; however, all of these are contributing factors of failure.

Moreover, commercialisation has been discussed critically in an attempt to
capture the concept so as to establish the correct solution for water services in
Tanzania. Commercialisation exists with greater enforcement in product value
(quality of water) and service sustainably, with the advantage that the commercial
style of services can be organised and applied under the public style of
management with minimum effects on restructuring, which may not affect water
charges. However, the preparation for adoption necessitates a good background of
commercial knowledge, which is a key factor in setting performance indicators and
general monitoring during implementation. The entire process of looking for
adopting a commercial way in water services has been derived from the capital for
self-sustainability and the need for expansion. Furthermore, the need to consider
the poSsibiIity of adopting commercial operation in water service has been
necessitated by the existing gap concerning how to find capital funds for water
development in Sub-Sahara Africa countries. The commercialisation of public

services means that they become more accountable and efficient when run
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according to the market principles. The service providers respond to market

incentives.

5.4.3 Advantages of the Commercialisation of Public Services

The principles of a commercialised entity depend.on flexibility according to the
market of service. Kikeri [6] comments that, ‘public provision is less productive than
commercial. Normally, commercial operations are commanded by the
requirements of the existing markets; therefore, the plant, equipment, water
production, labour and materials are all made commercially flexible in an attempt to
facilitate market requirements. The greater advantage of commercial services is
that there is the mechanism of being exposed to open market for competition,
which alone results in good-quality production. The rate of good prices includes an
estimated amount for service extension; in good practice, an entity under
commercial services management does not depend significantly on government
subsidies or any second source for its capital funds. lts commercial operation
allows the self-generation of capital funds for entity development owing to being
guided by commercial plans, whilst quality, efficiency, productivity, and marketing
skills are the major driving factors. However, this means that, under commercial
practices, the product costs in terms of basic operations, sustainability, and the
depreciation of asset costs are covered by sufficient revenue generated from the
product.

With the above taken into account, it should be noted that commercialisation
induces technological development owing to the fact that market competition forces
quality improvement with cost reductions; therefore, the adoption of new
technology with good tools and equipment is required in order to achieve this
stage. In specific regard to water services, this commercial practice has the wide
meaning that definition includes the capital layouts for expanding and upgrading
network connections to all Water customers and the construction of new facilities.

As a further point to consider, commercialisation often signals an effort to cut
fiscal deficits or to otherwise generate more financial resources for the service.
Finance ministries often promote commercialisation in an attempt to slash
subsidies. In addition, fiscal pressure can be so strong that financially viable and
well-performing utilities are sold off to produce larger ‘one time’ increases in
government revenue. However, this may have implications in ‘increasing the
product price, although the focus still remains on affordability, which is covered due

to the fact that the market competition includes value for money [104].
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5.5 Experiences of Commercialisation from Various Projects

Commercialisation is monopolised by external attempts considered necessary
for adopting change, which has been done so transparently with reference towards
effectiveness and efficiencies in the context of services and production. Essentially,
this can be described as the best service and quality products for the market..

Markedly, the experience from commercial services in relation to the concept
of non-profitable goals meant that the assumption was made that commercial non-
profitable firms do not make profit; rather, their aim is to simplify the operational
process, subsequently leading to lower product-related costs. In such a situation,
the introduction of commercial service acts as be the catalyst of service
improvement through good equipment management, business planning, and
personal management—all of which are major problems in water services in the
context of Sub-Sahara African countries. |

5.5.1 Commercialisation of Water Services in Zambia

The world move towards water services restructuring' could not afford leaving
behind Zambia water services. According to Phiri [229] water sector reform in
Zambia started slowly from the early 1970s. The government'’s full attention was
directed towards the water sector reform, which continued into the 1990s with the
major reform executed. Up until 1993, the Zambian government culminated its
general water operation strategy into the National Water Policy (NWP), with only
43% of urban population benefitting from access to safe water and appropriate
sanitation at that time. In rural areas, bnly 30% of the population were in this
position. In order to overcome this serious water problem, from 1994, the change of
management structure in water services was executed.
Inadequate water for domestic and commercial uses necessitated the structure of
management in water supply and poor sanitation services to be changed. A normal
institutional and legal framework to protect water sources and a campaign to
encourage community participation in the water sector were introduced.
The problems of funds for capital investment and narrow allocation from the central
budget were considered as the major obstacles for water development in the
country; therefore, the adaptation of international trends in commercialising water
services as a solution for water management in Zambia was considered to be an
appropriate solution for Zambia. Accordingly, the commercialisation of water
services in Zambia can be seen as a strategy aiming to improve water and

sanitation services in the country [229].
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It is recognised that such commercialisation has also been a product of conflict in
regard to water service provision between two different government authorities
(Ministry of Water, and Ministry of Local Government). According to the National
Water Act 1949, the responsibilities and role of providing water supply and
sanitation services has been under the government—either through the- local
government or central government through a particular ministry. However, the
major contradiction was the ministry duties for water services were delegated to the
Ministry of Local Government through local authorities or municipality. The set-up
of the existing water service structure was not performing well, which comprises a
great deal of contradiction. It was two different ministries doing the same job, which
resulted in unnecessary conflicts—and sometimes jurisdiction challenges for local
authorities, owing to a lack of capacity to provide water supply and sewerage
services. At the beginning of 1993, this contradiction necessitated the formulation
of a government special commission to study and reorganise the set-up of the

water sector, and from here the idea of commercialisation for water services was

born [330].

i. Driving Forces to Commercialisation of Water Services in Zambia

Zambia is amongst the poorest developing countries. In 1994, it was
established that the water supply and sanitation urgently required reform for
creating better and more affordable services to all Zambians. It was for the purpose
of increasing the responsibility and freedom to improve efficiency in social services
and encouraging innovation, creativity and reducing politicisation in public services.

The Zambian government, which did not have enough capital funds for water
development, concluded that the commercial style of water services would be
adopted as the way of achieving improved water services in the country. In this
vein, Pirie [103] argues that commercialisation is a direct way of ‘relieving some of
the government financial pressures and describe a solution. The adaptation of the
commercial system for Zambian water services was forced by the need to get out
of inadequacy and poor water services in the country, and a set-up of sustainable,
affordable, stable water supply, and sanitation services was the goal through the
adaptation of commercial services

The government agencies were permitted to change the old public
procedures for the provision of goods and services to adopt future of commercial
environment, which is one of the major differences concerning the way in which
commercialisation was adopted. However, the conflict of management in water
services between the Ministry of Water and the Ministry of Local Government, as
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discussed in Section 5.5.1, was one of the major obstacles to country commercial
water services.

Importantly, the commercialisation of water services in Zambia was significantly
influenced by changes in the world style in managing water services owing to
economy problems, the environment, and industrialisation. According to
Dagdeviren [45], many first world countries showed emerging trends in relation to
the global water management style (corporatisation), and from the early 1980s, the
world revolution on water management were started. This idea subsequently led
not only to commercialisation, but progressed further to the privatisation of various
public utilities, including water, gas, electricity, communication, and even
transportation in some parts of the first world. Therefore, like many other Sub-
Sahara African countries, the commercialisation of water services in Zambia was
adopted as a strategy for water service improvement, which was forced by
globalisation change in water management style and the need for sustainable,
developable, affordable and self-dependent Zambian water system.

ii. Zambians Process to Commercialisation

The process of reform towards commercialisation in Zambia began in 1982 with the
corporatisation of water services in the capital city of Lusaka, followed by a period
of ‘tariffs rationalisation’, which went together with legislative and institutional
reform from 1992 onwards. The process become more effective after 2000 when
the regulatory board—the National Water Supply and Sanitation Council
(NWASCO)—was formed, with nine more commercial entities subsequently
established as independent commercial operational units to serve almost 40% of
the Zambian population; 86% of which was peril-urban population.

In Zambia, nine commercial, independent operating utilities provide water and
sewerage services in urban and suburban areas; there are additional plans in place
to establish new commercial entities in the country. According to the Water Act 28
of 1997, local authorities are empowered to establish water supply and sewerage
utilities in Zambia. In this case, the commercialisation exercise has meant that the
local authorities still own the utility and, in the same vein, local authorities are

owners alongside other private investors in other commercial utilities

iii. Effects of Commercialisation in Zambia
The adaptation of commercial water services in Zambia has created a problem of
price increase owing to water tariffs being reviewed to cover the actual services

costs. The commercialisation of water services under the private operator has
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affected water tariff increases in many countries in Sub-Sahara African Senegal,
Gambia, Cote de Ivoire, and Guinea, which are amongst those affected. Phiri [229]
notes that the major effects of commercialisation in Zambia include tariff increases,
which cause water to be unaffordable. According to Dagdeviren [231], Zambian
water tariffs are established according to the category of housing, comprising three
major classes: low, medium, and high. Since 1990, water tariffs have been
increased by between twofold and eightfold in real terms. The existing policy of the
total cost recovery has affected some areas; the low-cost category has increased
more than the higher-cost category in some provinces. Moreover, tariff increases
and the reduction of government subsidies to the sector water charges remain
above the ability to pay of many poor Zambians. These two policy goals of ensuring
commercial existence, and sometimes meeting social objectives, has proved
contradictory, simply because the increase of water tariffs .has caused the neglect
of various social objectives especially the right of providing affordable quality water
to all Zambians.

iv. Appraisal for the Commercialisation of Water Services in Zambia

The discussion on the commercialisation of water services in Zambia has
evidenced that the adoption of commercialisation is the most reliable and
appropriate; although not very successful due to unaffordable higher water charges
caused by the tariffs review. The absence of water tariffs control, balance, and fair
play to all (water users, services providers, and government) have made water
services unaffordable for low-income Zambians. The regulating authority should be
in place to ensure fair affordable water charges are implemented.

The process of the government policy and process of adoption concerning the
commercialisation of water services has proven to be a solution in a situatibn where
a public operating entity cannot fund itself for service sustainability and
development, whilst its services are diminishing. Therefore, a change of operational
system—from public to commercial—is recognised as a practical solution for
increasing product quality, quantity, sustainability, and service development
flexibility, in direct consideration to market needs. Commercial services attract a
quick generation or adoption of new technology simply owing to its existence in
regard to open competition. Moreover, good water services makes customers
satisfied, with customer satisfaction recognised as having greater impact on
boosting revenue collection (income) from daily water sales. However, in
comrhercial services, prices of water per unit covers actual product costs plus extra
estimated affordable amounts for services sustainability and development (tariffs
review). In this case, affordability should be critically accessed, especially if goals
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are water services to all, and the government wants to be free from loans with

conditions.
5.5.2 Commercialisation Process in Somalia

According to Parker [13], ‘commercialisation is one of the ways of reinventing |
public sectors to make them more effective and in market’. Somalis water services
were initially provided under the control and management of central government
agencies. The situation has changed, and now water supply and sewerage
services are provided under the control of local public entities reporting to
municipalities or direct to central government (state level). The hope of a stable
state of Somali is now possible in some parts of the country and this is resulting in
unprecedented gfowth of urban populations into some towns. However, the
existence of unclear institutional framework and lack of proper control owing to
political instability have together left public services infrastructures with no hope of
matching the current water demand. Therefore, reform in regard to adopting a
commercial system of services was considered the only alternative for Somalia in

the water sector.

i. The Necessity to Discuss the Process of Commercialisation in Somalia

Somalia’'s experience of water services management provides an
understanding of their adoption of commercialisation. The uniqueness of the
Somalian process is focused on political instability with the atmosphere of civil war
in the region. The Somali water supply distribution coverage is lower than in any
developing African country. The commercialisation of Somali has different
experiences in comparison with other developing countries.

The process towards commercialisation was implemented immediately after
the conclusion of a study carried by a number of international agencies, including
UNICEF, Somali, European Commission and other agencies, all of which were
involved in reconstruction of Somali. All parts worked together under set objectives

with focus on commercialising the water services provision as follows.

ii. Objectives
The focus of working areas was towns that have enough security to facilitate
the progress of urban water services commercialisation, with the following
objectives:
1. To evaluate the actual need for commercialising or partnership in providing

public services.
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2. Tounderstand and assess the existing performance limits and weaknesses
encountered by the existing private operator.

3. To evaluate entities’ positions in consideration of commercialisation or
private sector participation of the existing legal weaknesses, and the

political willingness to devise reform according to need.

4. To relate other examples from Africa developing countries to advocate the

need for change.
5. To prepare recommendations to facilitate the change to commercialisation

or public private partnership in the visited areas

iii. Process of Implementation

Commercialisation in Somalia was executed in a very special way due to political
instability in the region. Adam [9] argues that, in the move to a commercialised
system, there is ‘need for rationale to restructure the existing bureaucratic
organisation and formal determination to set relationships of quality products, cost,
quantity and affordability’. Furthermore, water and electricity services were already
outsourced to autonomous independent bodies not in municipal budgets and which
were pushing towards cost-effective services (value for services); therefore, the
issue was regulation of the sector. The actual services costs of the little available
was not affordable to all. The Somalia study for infrastructure development was
carried and, after a long debate on the ways in which the process of
implementation would be carried out, the six big towns in the country, including
Borama, Berbera, Burao, Hargeisa from Somaliland and two other from Puntland,
were transferred to commercial water services. However, the decision to
commercialise water services and electricity was accepted with the majority of
stakeholders including municipal mayors of the six big towns, civil servants, and
common consumers in the region. It was a democratic water commercialisation and

this was obligatory according political situation in the region.

iv. Benefits from Somali Process to Commercialisation

The water commercialisation process adopted by Somali was very different in
comparison to Zambia. The Somalia commercialisation procedure was designed
and implemented systematically with three major factors, including planning, in-
depth field study, and analysis of awareness and acceptability within the local
environment. This commercial adoption process has greater benefit on
implementation as it has been formulated with awareness and acceptability from all

necessary stakeholders in the region. Therefore, this approach can be accepted
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easily across the Sub-Sahara African region owing to the fact that the preparation
for adoption has involved the participation of all stakeholders. The participants
(stakeholders) are in a position of understanding the source, cause, and
advantages of changes, as well as what should be done; this will make it' easy for
the stakeholders to adopt change. However, the participation issue has its own
importance for transferring the knowledge and technology. Various stakeholders
participated in the field study and therefore their views were collected and analysed
during the planning for implementation [11].

In comparison with the process adopted during the privatisation of water
services in Tanzania, Somali water commercialisation organised and executed very
professionally owing to sound planning and also because, at the very beginning (at
preparation stage), all stakeholders were involved with full contribution. This is a
~ democratic style of water services commercialisation.

‘The benefit of Somali water commercialisation process is that the government
will have the opportunity to learn what its people need. The changing policy allows
various changes—the commercialisation of public properties, installation of
regulators, new taxation system, and other changes—to be implemented. With this
noted, Ramanadham [10] argues that the implementétion of public-sector
commercialisation begins with adopting practicing commercial principles. A study
before implementation is one of the commercial principles adopted during the water
commercialisation in Somalia. Moreover, a study conducted after democratic
agreement on implementation is a unique style of approach that has good promise
of success. However, the actual situation in the field suggests this model of
approach; therefore, the lesson should be that the best approach for any project
development should start with preparation, and ideas for implementation s‘hould

originate from the place wherein the project is to be implemented [47].

v. Appraisal for Water Commercialisation in Somalia

Somalia has executed a special democratic approach for change to a
commercial management system, which has successfully adopted greater changes
in water services sector. The impact on the successful upgrading of the dilapidated
water supply and sewerage services, in a situation whereby the existing polifical
system is not stable has shown greater success of commercialisation in water
service.

The Somalia democratic method of commercialising water services is one of
best strategic approaches with guarantee in acceptability to all kind of

stakeholders. This has greater assurance towards building sustainable and
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affordable water services. The lesson here is that the Somalian strategic approach
for commercialisation of water services is a practical model that can be adopted in
other countries within the Sub-Sahara African region.

The second major lesson from Somali commercialisation is regarding the
process and adoption of a proper study, and the participation of all stakeholders.
These two important steps form the foundation for formal change assurance and
acceptability, which Somalia commercialisation process had to go through.
Furthermore, from the discussed benefits of commercialisation in the case of
Somalia, the base of successful implementation depends on government

acceptance and commitment to change

5.5.3 Summary
The public management of water services has tradition of bureaucratic

practices owing to its existing structure being established and controlled by
politicians. Therefore, day-to-day operational activities are highly interfered with
political decisions. With this in mind, it should be noted: if the country is not stable
politically, like Somalia at present, it is very difficult for infrastructure and other
services to be in a good operating condition according to the need; however, the
development of services is also not reliable owing to é lack of funds; therefore, the
evidences from the discussion coved in Section 5.6.3 and Section 5.6.4 approved
the solution of commercialisation that is strategic for real .development. Private
management of water services has built up with a higher level of discipline based
on commercial ideals based on a number of factors including motivation,
recognition, appreciation and many others. In the context of private operations,
there are excuses for bureaucracy, which makes for higher efficiency and good
productivity. However, the objectives of the system aim to maximise profit-
generation, and may cause unnecessarily higher water charges that may not be
affordable to many poor people in developing countries.

Commercialisation uhder public management has a major focus on the
sustainability of services, efficiency, and development. Undoubtedly, these are
major tools for operating commercial systems, and so under this system, the
generation of capital funds for sustainability and services development is
guaranteed. Public services have a nature of considering more affordability to
cover low class people; however, such low-cost services have a lot of
incontinences due to flexibility caused by interference of political decision. As
shown in Somalia water commercialisation (Section 5.6.3), commercialisation within
the government is a more balanced system of managing water services because it
covers sustainability, as well as directing greater consideration on affordability to
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all. Commercialisation has been in practice for many centuries, although the
approach has been improved from one place of adaptation to another, depending
on the circumstances of the implementation (for example, the Somalia approach).
The approach for the adaptation of the commercial style of management should be
developed to fit the particular situation. The purposes of commercialising public
services are for developing good management practices, efficiency in social
services, or producing quality products according to market demand with the aim of
producing value for money. Therefore, public commercial services can provide one
of the solution models for Sub-Sahara African countries. Moreover, the experience
from the discussion evidenced in sections 5.32 and 5.36 shows that most of the
public projects or services that are changed to commercial systems were
successful by implemented with a good degree of achievement.

The commercial operating entity under public ownership has a wide range of
sources for capital funds than the private operating entity, hence commercial
services under government ownership are entitled for government funding, either
from the central government budget or government loan. Furthermore, the
responsibility for securing capital for water development remains a government
task, and in the case of where the government subsidy is injected, the total water
charges could be affecting, thus leading to low water rates. Whilst private water
services have very limited sources for capital funds, either loans with interest or
adjustment of water charges, they all have negative impacts in regard to the total
water charges; therefore, higher water rates may be established, with the likelihood
of unaffordability for the poor majority.

In principle, water services provided by the government aimed to cover all
citizens, including people with higher and lower incomes, with all customers
enjoying water free of charge or with very highly subsidised services. However,
practically peri-urban residents and other rural areas without formal water services
do not benefit from the government subsides, meanihg those who are provided with
services (including sustainability and services development), hence the value of
unit product (volumetric prices) is served commercially [4]. Therefore, commercial
water services are fairer in terms of providing services as its structure for water
charges is covered with maximum consideration to actual services costs,
sustainability, and affordability, which is not much focused on profit gain.

According to the discussion, the differences between commercial and private
operations are in the change for set-up and adoption, ownership, and traditional
focus on objectives. Basically, private operations are devised of commercial bases.

Nevertheless, private and public services exist differently owing to the private
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sector having natural commercial contents. Commercial services can be adopted
by public-management or public-owned entities. The notable and significant
difference is that private services are business-oriented in nature, with greater
focus on interests. Commercial services under public management are services-
focused with consideration on sustainability and services development, rather than
profit making. Furthermore, in real practice, commercialisation addresses and
emphasises value structure of services, product, and sustainability, more so than
other areas. In some cases, privatisation may be adopted as an instrument to
facilitate commercialisation, aiming to eliminate the existence of depending on
government subsides. Moreover, the objectives of adopting commercialisation in
public services is and will remain concerned with improving effectiveness and
competency, and achieving stable services, which may result in improving value for
money. They also deliver improvements that broadly relate to improving
regulations, tackling restrictive staff working conditions; adopting more flexible
financial management, and focusing on areas besides profit. The question of which
‘method is better between commercialisation and privatisation is a difficult one to
answer, as each method has advantages and weaknesses; however, according to
the discussions covered in Chapter Four and Chapter 5, this study concludes that
commercialisation under public ownership is the best solution for Sub-Sahara
African countries. '

In an attempt to improve water supply and sewerage services, appropriate
management style and stable capital funds for sustainability and services
development are required. Making water charges affordable and realistic for
sustainability and as a source for establishing capital funds necessitates in-depth
analysis of the existing different water management experiences, with
consideration to actual local factors (political, economic and social), where changes
are to be implemented. However, the successful implementation of commercial
services will reduce the government’s tasks of chasing loans and slicing a small
government budget for water projects development. The commercial role will
control the diversity—including formulation of the new organisation structure,
operation plans, performance monitoring and decision-making—which will
automatically motivate the total performance in services improvement and create

the right environment for business to raise productivity within water sector.

5.6  Regulatory Authority in Water Services

The regulatory water authority is a public constitutional authoritative body set

and empowered to monitor, coordinate, supervise, and referee fairness on water
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charges against quality and standard of the provided services for the benefit of
service providers and water users according to governing policy. The regulator may
exist in all (public, private and commercial) types of water services. The
complexities of the regulatory process in the water sector involve setting the water
price level and water tariff structures. Water charges may not end up being
| equitably distributed amongst income groups; however, the capacity and level of
functions, powers and roles of regulatory authorities varies from one country to
another depending on the nature of establishment and the governing policy of the
individual country. Nevertheless, the universal common goal of all regulatory
authorities is to control the quality of services, thereby creatihg smooth coordination
amongst stakeholders and ensdring the fairness of water charges between service
providers and service beneficiaries.

In principal, governing policy and guiding Acts are different from one country
to another, and so existence, formulation, roles and function of each individual
regulatory authority differ from one to another. In each country, the local governing
policy describes the existence and power of its regulatory authority. Within the
same justification, the functions, roles and power of each regulatory authority are

different from another.

5.6.1 Evidences of Differences in Structure, Function and Power

According to Oman Info [244] In Oman, the Electricity and Related Water
Regulatory Authority is responsible for regulating the electricity and related water
sectors. Basically, it seeks to ensure the provision of electricity and related water
services throughout the country, and protects the interests of consumers—
‘particularly those of limited incomes, the sick, and the elderly. The authority is
charged with implementing the sector's general policy and preparing plans and
programmes for its development.

The Water Services Regulatory Board (WASREB) of Kenya is the only
institution in the country mandated to oversee the implementation of policies and
strategies related to the provision of water and sewerage services. Notably:
‘WASREB sets rules and enforces standards that guide the sector towards
ensuring that consumers are protected and have access to efficient, adequate,
affordable and sustainable services' [247]. In Gambia, the Public Utility Regulatory
Authority (PURA) was established under Act. 2001. PURA was established to
control and perform various activities in sectors, including water and sewerage
services, electricity, and communication. The authority was structured to regulate

public activities including energy services (gas, oil and electricity), communication,
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poster, water and sewerage services, transport, and the environment. This multi-
sector complication necessitates the formulation of a special organisation structure
capable of complying with this nature of multi-sector composition within one
authority. This situation necessitates wide coverage of not only professional
knowledge, but also the composition of different technicalities in regard to
supervision and regulation matters—especially in regard to those issues
surrounding performance-monitoring, standard-setting and licensing.

According to Gambian Water Policy, water and sewerage services
programmes were set on millennium water development goals, with special target
aimed at measuring the progress and development of the service provider, National
Water and Electricity Company (NAWEC), which is required to have a water
service licence from the regulator PURA. In other words, one of the PURA duties is
to licence water services providers in Gambia, along with receiving and working on
complaints, request, comments, and suggestions from both services providers and
water users; reviewing the regulations for better performance and providing better
performance conditions for the services provider; setting and supervising explicitly
format for water tariffs review and approval of water tariffs change; and ensuring
coordination between services providers and benefiters (especially the participation
of all water stakeholders in the process of tariffs review). For example, on
December 27, 2010, PURA received an NAWEC request for tariffs increase of
approximately 31% for electricity and cost recovery for water and sewerage
services in the city of Banjul. According to PURA [269], in Gambia, the procedure
for water bills changed according to the PURA Act 2001, which was structured to
accommodate a wide range of participation and consultancy of all kind of
. stakeholders or discussion, critical analysis, and the contribution for compromise
before any approval for change.

In Gambia, the review of water tariffs has to systematically go through a
- number of stages, with wide involvement of all stakeholders for the accommodation
of different opinions for fair decisions and for the interest of both parties, i.e.

services provider and water users. This is the key role of PURA in Gambia.

'5.6.2 Appraisal for Gambia Regulatory Authority

PURA has evidenced the existence of multi a sector-structure formulation in
regulatofy authorities; multi-task composition in its structure opens up the potential
for the wide participation of various experts, which is necessary not only in terms of
supervision and monitoring, but also for regulatory matters (standard-setting and
licensing). PURA was established with the aim of regulating energy services,
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communication, transport, environment, Posta, water and sewerage services.
Importantly, this has its complicity with greater challenges in standards-setting and
performance-monitoring, although the composition may easily give quick results in
coordination issues. PURA has been formulated with 9 systematic steps prior to the
approval of tariffs change. Notably, the process opens up a greater opportunity with
higher consideration to all water stakeholders, who participate equally to introduce
new ideas and provide constructive criticism; however, all the contributions are
considered equally in mind of decision.

In comparison with Oman, the Oman regulatory authority is responsible for
regulating the electricity and related water sector only, which means the functions
of the regulator in Oman, is less than in Gambia; therefore, operations are aiso
different. This means that the organisational structure is also different. The Kenyan
regulatory authority (WASREB) also has a very different structure with the specific
function of ruling and enforcing standards that guide the water sector in ensuring
consumers’ protection in regard to water rights, quality water services, and water
charges. This provides conclusive evidence that each regulating authority has been
established differently in order to sustain its local needs. Therefore, the governing
policy is the determinant factor on establishment of the nature, power, structure

and functions of the regulatory authority.

5.6.3 Water Regulatory Authority in South Africa \
According to Muller [243], the South Africa water regulatory authority was
established by the Water Service Act 1997, and has authority with clear rules in the
area, including the provision of water services, water-pricing, and governing the
contracts for the provision of water services. The regulatory authority is powerful in
terms of the provision of water supply services, and specifically monitors the
standard of services provided by municipal water authorities. Municipal water
authorities are service providers, and are fully responsible for daily water services
operations. According to the Water Services Act, in South Africa, regulating water
authority provides a comprehensive framework for overseeing and regulating water
boards’ establishment as a family of regional public utilities under the Authority of
Ministry of Water. The authority is responsible for the collection and publication of
information concerning water services. This is a powerful regulatory tool available
to the nation. In South Africa, the framework for water development plan covers
water tariffs regulations, and addresses the legislation governing municipal
finances and coherent interface between inherited municipal and sector regulation.
In principal, the South African water regulatory authority is specifically focused on

regulating water services provided by the municipals [243].
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5.6.4 Critical Appraisal for South Africa Water Regulator Authority

Evaluating the operating functions and the organisational structure of South
African Water Regulator Authority is extremely difficult. The difficult water set-up
structure in the country—which notably gives much diversity, especially in the
boundaries of power and collaboration with municipal governments—gives no
opportunity to provide a simple description. However, the operations and functions
of South Africa regulating authority are to monitor provision of water services, water
pricing, governing the contracts for provision of water services and overseeing and
regulation of water board. '

Water services are provided by the municipal water authority under the
regional water boards. In this case, the regulator provides a comprehensive
framework for the overview of all municipal boards. In the South African
management style, the power of regulatory authority extended more to regional
municipal water boards. The effectiveness of the system and the function of the
regulatory authority can be measured at both municipal and local levels. This
regulation style provides additional opportunities in the participation of local water
service users. The regulator structure of operation, which has been more keenly
powered towards regional municipal water boards, has proved a greater success in
water services. This style of regulating through regional municipals is a
constitutional structure of the South African government, which justifies the
regulation model having many styles of existence, and therefore structure power,
duties, responsibilites, and limitations, all of which depend on governing
constitutions. The South African regulating structure is successful in the South
African territory. The lesson here is that countries with a similar structure should

take the challenges from South Africa regulating structure.

5.6.5 Water Regulations in Egypt
In Egypt, the policy concerning water supply and sanitation is mandated by

two government ministries (the Ministry of Water, Resources and Irrigation, and the
Ministry of Housing, Utilities and Urban Communities) In this model, the Ministry of
Housing, Utilities and Urban Comhunities is responsible for monitoring and
supervising three different water services institutions (Holding Company for Water
and Wastewater; Cairo and Alexandria Portable Water Organisation; and The
National Organisation for Portable Water and Sanitation), which operate in urban
areas.

According to Pirard [245], the outcome of the national water sector reform of

2004 was THE formulation of the National Water Holding Company. The company
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began with 23 branches of independent water and sewerage operating companies.
The largest cities, including Cairo and Alexandria, were governed with four
separate water supply and sanitation companies, whilst the remaining 19 cities
each had joint water and Sewer Company for sustainability and the provision of
better services. However, Cairo and Alexandria Potable Water Organisation
Company (CAPWO) executes a water plan investment and the procurement of
works for two major cities Cairo and Alexandria. The function and role of the
National Organisation for Portable Water and Sanitation Drainage (NOPWASD)
Company is to execute water plan investment and the procurement of works in the
whole of Egypt, with the exceptions of Cairo and Alexandria. This Egyptian water
services operational structure is functioning with one objective to provide the best
and most affordable water services to all Egyptvians. Water services operation in the
country is regulated centrally under water regulatory authority of Egypt.

The Egyptian Water and sanitation sector has been under great support of
USAID since the early 1980s, with successful cooperation leading to services
improvement with the establishment of the water regulatory authority of Egypt.
According to Sharabas [244], the driving force for the water sector reform, which
resulted in the establishment of Egypt Water Regulatory Authority (EWRA), was
major institutional and technical problems, including duplication of administrative
entities, low-cost recovery ratios, and a lack of qualified and modern management
systems. However, the main objective was to create an inter-ministerial policy
coordination committee, and water and waste water regulatory agencies.

According to OECD [246), the establishment of EWRA operational framework
and its existence is not fully autonomous. It is an organ under the Ministry of
Housing, Utilities and New Communities, shouldering the major function of linking
the government, society, and the water/waste water holding company to ensure
that national policies and regulations are followed. The governing board head is the
Minister for Housing. Moreover, the ministries of finance, health and population and
environment are also Board members of the Agency. However, the EWRA goals
are to ensure that national water policy is implemented, the institutions in the sector
are performing well, and the fair balance between service costs and tariffs are well
protecting, including the promotion of private partnerships in the country. In order to
make this possible, EWRA has installed and implemented a water quality
programme with realistic performance indicators, and a benchmarking plan for

utilities, and designed a water balance action plan [246].
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5.6.6 Critical Appraisal for Egypt Water Regulatory Authority

The driving forces and objectives for establishing water regulatory authority in
Egypt depended on local needs. The Egypt Water Regulatory Authority (EWRA)
has been formed to solve major institutional and technical problems, such as low-
cost recovery ratios and A lack of qualified management. This is different from
other countries, such as South Africa, Kenya and Gambia. EWRA is unique due to
the fact that it is controlled and managed by two different ministries; therefore, this
creates multi-sector responsibility. This shows that water regulatory authority is not
necessarily based and controlled under the water sector only. The structure and
nature of furictions are formulated by the actual need and according to the
governing policy. The unique structure of the operation of EWRA is under two
different ministries based under Egyptian constitution, which gives flexibility in the
ways in which the regulating authority should be formed, alongside its reporting
mechanism. Driving forces for establishing regulating authorities are different:
Egypt went for water-regulating authority for solving duplication administrative
entities problems, low-cost recovery ratio, and a lack of qualified and modern
management. The authority is successful working in Egypt. The lesson here is that
the regulating authority can be established not only for water quality and prices
control but also as a solution to the aforementioned problems. However, the good
performance of EWRA in Egypt does not mean it will provide a solution for all
African countries. Furthermore, the administrative ordei‘ to EWRA, with the fact that
the regulator is under two different ministries implementing different policies with
two differences in reporting mechanisms, means the situation is complicated, and
the conflict of interest between the two ministries may actually accelerate

unnecessary difficulties.

5.6.6 Summary

The discussion shows that the driving forces for establishing regulator
authority in Egypt were concerned with solving administrative problems and the
adaptation of modern management system. This justifies that an regulatory
authority can be established not only as body to provide adequate control, quality
monitoring, and affordable and sustainable services to public in water sector, but
also to solve some administrative problems. The uniqueness of EWRA in its
reporting mechanism can also be adopted as a challenge to study and analyse the
profitability of regulatory authority being governed under two different ministries.
The advantage of ministerial coordination, as justified by EWRA, has extended the
activities and role of regulator in water sector. These new challenges will increase
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the contribution and value of regulatory authority in water services, as well as in
water resources protection. Therefore, for any water services set-up, regulatory
authority is a tool for services development, and thus the need of regulator is
mandatory.

However, the discussion on EWRA, SAWRA, PURA, WASREB and
OERWRA evidences that the regulatory operational power, functions, structure and
establishment are different from one regulatory authority to another. The challenge
is that the model for regulatory authority has no standard structure; it can exist in
any form provided it performs the policy defined duties. Each country has its own
objectives and priorities, but the organ being in place is mandatory. This indicates
that setting a standard structure of function (model) for the regulatory authority is
extremely difficult. There are some common functions to be adopted in every
model, including regulating water tariffs, refereeing fairness, quality of services
against charges, setting standards for service providers, coordinating amongst
stakeholders, and licensing the services—all of which are mandatory to each and
every model. Therefore, a practical sample model of the regulatory organ can be
principally developed based on these factors. Due to policy differences from one
country to another, the power and extension concerning performances are
different, and will remain different from one regulator to another. Therefore, each
regulating authority model should be developed according to local needs.
Importantly, the need to assess the local environmental needs and the existing
governing policy should be the first step if the objective is to come up with

sustainable regulatory authority model.

5.8  Willingness and Ability to Pay for Water Services

5.8.1 Overview

According to Naing [262], willingness to pay is the maximum amount of
money that may be contributed by an individual to equalise a utility change. The
definition advocated being that ‘WTP is the maximum amount of money an
individual is willing to pay for a commodity is an indicator of the value to her/him of
that commodity’. The economic theory value, according to ECO [263] saying that,
If something is worth having, then it is worth paying for’ this is principle idea of
WTP. However, it has been widely emphasised that assessing WTP is for the
economical sustainability for the services to be provided. Therefore, the
affordability for services to be provided is an obligatory stage for proper project
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planning. Several surveying methods, including questionnaires and interview
approaches, have been developed to measure the acceptability and ability of

consumers’ willingness to pay for water supply services [263].

5.8.2 Assessing of the Willingness to Pay in Developing Countries

WTP can be easily established by focusing on and scrutinising the ability and
character of water users if terms of whether or not they are ready to pay for new
water charges. During the project planning phase—and even the period of review
for improvement—assessment for WTP is obligatory. The sustainability of water
services depends on the effectiveness of water user payments to sustain the water
services. WTP shows the picture of how new water charges will be accepted, and
gives project economical sustainability assessment necessary for planning.
Wedgwood {251] says that, under the survey method, WTP can be estimated
through major three approaches: by asking people directly; by analysing individual
expenditures of money, time, labour, and other factors; and through observing the
price that people may pay for product in various markets.

Lauraine et al. [249] argue that, ‘the willingness to pay studies have been
widely reviewed for their potential applicability in evaluating government regulations
involving changes in (small) risks across a given population group’. Moreover,
Guha [254] argues that consumer willingness to pay is mainly for getting benefits
translated in money terms as a central concept framework. It is a situation whereby
water consumers are offered theoretical market in which they are asked about their
willingness to pay as accessed for a certain service in a condition which sometimes
does not reflect the real market. Studies for willingness to pay have been carried
out in a number of places around the world and in particular in developing
countries.

In developing countries, WTP can be advocated directly by assessing a
number of physical indicators, including water users’ ability to pay (income) against
the actual water services cost, limitation of quality and quantity on services, social
and culture effects, and knowledge of understanding the importance of payment of
water charges for sustainability.

According to Shirima [256], the old Tanzanian tradition of understanding that
water is a free gift from God and the political mentality established during the
struggle for independence, whereby, after independence, water would be free of
charge to every person, are factors that have affected the willingness to pay for the
majority of peri-urban and rural residences in the whole country. This has resulted

in a greater discouragement towards the water payment, which is therefore a
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significant burden on water services companies in the country. People are not
willing to pay for water services because of their belief that water is a free gift. The
willingness to pay is not only related to tradition and politics, but also to the attitude
that higher watér charges has significantly impacted the whole picture—especially
the causes for willingness to pay.

| In India, for example, more than 230 households from residential and slum
areas were involved during the willingness to pay assessment. The outcomes
varied across the sample. The majority of the water users expressed their WTP
according to their income for drinking water. The greater part of decision on water
treatment (purification) method depended on and was governed by the household's
ability to pay. Nevertheless, with perception on the benefit that may accrue from the
change, the natural dislike to pay behaviour was also noted amongst householders.
It was also noted that a lack of education or knowledge in the family or community
is a barrier for accessing relevant information especially on water services
sustainability this also has greater impact in WTP [252].

The India summary on WTP shows that low-income people are less willing to
pay because of affordability. This shows that the willingness to pay can be driven
by the income factor. The solution is that setting water charges should include
consideration to minimum income so as to suit low-income people of a particular
area. This consideration of low-income people will be a catalyst for raising the
motivation concerning willingness to pay. Knowledge 'of understanding the
sustainable value of the provided service is a great challenge concerned with
pushing out less willingness to pay for provided services.

Carter et al. [248] state that, ‘underlying socio-economic and cultural reasons
are the major contribution to the sustainability challenges of the willingness and
_ ability to pay for water’. According to Vandemoorthele [250] in Zimbabwe, women
were found to be willing to pay 40% more than men for improvements in domestic
water supply. In the country, women carry the burden and hardship for searching
for and collecting water for domestic use. Although women are more willing to pay
than men, their ability to pay is lower than men's because of their low income.
Importantly, men have a higher income generally, whilst women are more
concerned with family duties, especially in rural areas. The low-cost recovery for
water services has also affected the Western parts of ‘Kenya, despite seemingly
high average household incomes, and yet willingness to pay was very low because
of the fact that men with high incomes were not willing to pay, women were willing
to pay but there income was low. The responsibility for this expense remains with

women. In fact, it was noted that, in actual spending priorities, water bills payment
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was near the bottom of the list. The value placed on other household items was
very high. There was greater variation between people’s priority and their
willingness to pay due to high water charges. In these circumstances, of women
under such difficult surroundings, to be responsible for family water payment
makes water services unsustainable because women income is not stable.

Culture also has a greater impact on willingness to pay for water services.
According to Mgeyekwa [205], in the eastern part of Tanzania (Tanga), the majority
of the population is Muslim, and according to the religion, not paying for consumed
water is a great sin. The fear of committing a sin makes believers pay their bills. In
addition, the traditional culture of the Tanga people—to allow women to go out for
any difficult jobs (searching for water and even food shopping)—forces men to pay
water bills timely to ensure service is available at home.

Men keep their wives indoors not only because of culture, but also as they
feel ashamed and discriminated if their women go outside with buckets to look for
water; therefore, the situation forces men to make water permanently available in
their homes. This practise is a catalyst for willingness to pay, and is a real practical
example of how tradition and culture could be the driving force for willingness to
pay. Tanzanians used to fetch water freely and directly from rivers, which is where
the idea of water being a free gift originated. |

In relation to service reliability and availability, WTP is driven by physical-need
circumstances, where the greater service reliability, the more water consumers are
encouraged to pay. In a situation whereby water services or tap water are in higher
demand, water users become desperate and inpatient, looking for water necessary
for survival. Regardless of how much cost is involved, the individual need for water
demand dictates the power and altitude of readiness to pay. This happened in
Tanzania where more than 4 million Dar-es-salaam inhabitants were supplied with
less than 35% of the actual tap water demand. The situation forced middle-class
people to be ready to pay any fixed water charges provided they get more tap

water. Importantly, the difference in demand and supply circumstances influences

the willingness to pay.
5.8.4 Motivation for Willingness to Pay

The concepts from the discussion indicate that the motivation for WTP is
complex. The design of a special mechanism to ensure the sustainable for
motivation is obligatory. The motivation for willingness to pay has a greater
contribution in the whole process of water development. Water charges being paid
timely will allow for good services planning and development However, the question

is what to do and how to make water users willing to pay for water charges on time.
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This is a great and endless concern. According to Epstein [69], the challenge is
communication, which is necessary for understanding and sharing water service
ideas between water users and services providers for the benefit of both parts.
Being closer to the problems facing water users (customer care) may be an ideal
stimulating willingness to pay, which has motivation in nature. Improvement of
water services (quality and quantity) for water users has in it a special motivation
for WTP. Also, willingness to pay can be motivated through special means of
creating an easy way for bills payment (paying online), and other means.
Importantly, the enforcement of law can be one of the WTP motivations.

Implementation strategies should consider areas that create difficulties for
WTP. However, practice of quality management in water services—and especially
good customer care—can be one of the major tools for motivation to accelerate
WTP. Increase of water pressure and network expansion under good supervision,
good customer care, and well-organised billing system.

Simplifying the mode of payment and having a wide range of payment
methods, including direct debit, online payments, and any other flexible methods,
are also a catalyst to WTP. These are useful tools to enhance willingness to pay for
water users.

WTP can also be stimulated by consumers with low income by setting them
very affordable tariffs. This will encourage people of this group to pay their water
charges. However, for those who cannot afford payments, they still deserve to get
enough water for the necessary domestic use. Therefore, the top-up to cover the
difference between actual water costs and low-income people’s tariffs is to be

compensated by tariff on water users across the spectrum.
5.8.5 Appraisal for Willingness to Pay for Water

Affordability and customers’ attitude on water charges can be identified
through analysing causes and sources for willingness to pay. The results have
special contributions in terms of devising good sustainable water development plan.
In the discussion of Section 5.8.1 and Section, 5.8.2, there was the critical
scrutinisation of various factors, which indicated that the core drivers of willingness
to pay include effects due to actual water charges, effects of people’s income,
social effects, attitude surrounding the beliefs of free water, and traditional and
environmental culture. The ideas on WTP practices have been analysed from
various regions, including India, Zimbabwe and Tanzania, which have obligated the

researcher to categorise primary indicators for WTP as follows.
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One of the major indicators of water customers’ willingness to pay can be
directly reflected from the group of water users with higher income. Water users of
this category can manage and are motivated to pay water charges at any cost. To
them, the need is reliable water supply; therefore, in this case, the availability of
good water services is a motivation for willingness to pay. In the case where
willingness to pay is available but there is no sustainable water services, people
from this group can easily go for independent water supply system (individual
boreholes). This means individual sources for water supply originated from
willingness to pay with unreliable water services being not in place. In the same
group of category, there are some not ready to pay—even if services are provided
to the required standard. Tools, such as extra motivation to increase willingness to
pay is mandatory, depending on the circumstances, but education, legal action or
services termination can be motivation.

Water users with low income who cannot afford to pay the full amount of
water charges (Section 5.8.2) indicate that women from Kenya and Zimbabwe are
moré willing to pay than men. Although women’s incomes were lower than those of
the men, the traditional distribution of labour obligates women to be responsible for
looking for domestic water. Unavailability of domestic water for daily use forces
women to be more willing to pay. In this case, knowledge of sharing responsibilities
will motivate the whole issue of willingness to pay from the men as well. Therefore,
education on equal responsibility sharing in the family can be another stimulant tool

for willingness to pay.

5.8.6 Summary -

Willingness to pay for water charges is a wide area of discussion owing to its
association with a wide range of aspects, including water management style, water
charges system, overall revenue collection, and the water billing system. The
importance of WTP is immeasurable owing to the sustainability of water supply
services depending on funds from costumers’ water charges, which are noted from
WTP; therefore, the causes and effects, should be detailed and analysed in order
to motivate water uses, which is necessary for stimulating the willingness to pay.

However, the discussion covered in Section 5.8.3 reveals that the
assessment of the willingness to pay is a primary tool for any sustainable water
supply project. Moreover, willingness to pay gives the actual picture of the project
life. Therefore, project preparation stage should cover the willingness to pay for

better planning.
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In Section 5.8.2, a number of stimulations have been discussed, with
motivation for willingness to pay recognised as an endless process. High water
charges have been evidenced as one of the major obstacles fof WTP. In Section
5.8.3, it was also revealed that various factors, including education, good customer
care, quality water services, flexibility on methods for payments, and a good mode
of water bills, are major stimulants for WTP.

The ideal water services management model is a stimulant and catalyst to
WTP as it comprises a significant element of good services and customer services.
However, the governing policy is the major guardian of the implementation strategy
that will ensure the provision required water services standard. The enforcement of
tough rules, including penalties and disconnections for non-paying water users,
‘also has a special push to encourage people for payment. It is true that tough roles
and penalties have no direct relation with WTP, but that fear of penalty is a
stimulant and driver to commitment, which accelerates the wilIingneés to pay for
water services. Accordingly, education and tough conditions for water non-payers
should go together and be respected; hence it is a facilitator for addressing the true
meaning of willingness to pay. '

Since the close communication between service providers and water users
under the umbrella of regulatory authority has a greater advantage for willingness
to pay, water users are involved in direct discussion, especially in setting water
charges, which makes water users feel that they are more responsible and services
partners with a power of ownership, which has motivation in WTP.
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CHAPTER SIX: EVALUATION AND MODEL FORMULATION

6.1 Overview

This chapter has been structured to evaluate and link the substantive
contributions covered from the discussion on water services in Sub-Sahara African
countries. The chapter was developed to reinforce the study objectives as a
stepping stone for establishing an ideal solution. The concepts will be scrutinised
for improvement of structure for field work and development of sample model.
Therefore, it is a strategic approach for formulating a primary ideal model for a field
test. The discussion focus was to evaluate the water services experience from Sub-
Sahara African countries. Therefore, the areas covered include definitions of
privatisation, private and public sector organisation, contracting, sources for
funding water projects, and commercialisation of water services. Furthermore,
capital funds from the World Bank loans and their effects in funding water
development projects were also critically analysed

6.2 Privatisation

6.2.1 Definitions of Privatisation
There are number of definitions regarding privatisation, some of which are

detailed below:

i. The term ‘privatisation’ has been used to describe an array of actions
designed to broaden the scope of private sector activity, or the assimilation
by the public sector for efficiency-enhancing techniques generally employed
by the private sector. This loose description—which results in privatisation
often being viewed as a goal rather than simply as a means to an end—can
lead to confusion. With this in mind, it is stated that. ‘Essential privatisation
is only a process therefore, analytical correct definition of privatisation which
covers the transfer from the public to the private sector of the ownership
and/or control of productive assets, However an alternative way of
expressing this definition and one which moves away from the emphasis on
ownership it focus simply on the change in the supply of a service from the
public sector to the private sector, irrespective of the source of its financing’
[12]



vi.

vii.

viii.
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Privatisatibn (alternately ‘denationalisation’ or ‘disinvestment’), according to
Adam [12], is the transfer of property 6r responsibility from the public sector
(government) to the private sector (business). The term can refer to partial
or complete transfer of any property or responsibility held by government. A
similar transfer in the opposite direction could be referred to the
nationalisation or municipalisation of some property or responsibility.
Ramanadham [3] offers two definitions: ‘Privatisation is divestment by state-
owned assets to private ownership, whether by sale restitution, give-away or
liquidation’ and the second definition is; privatisation is ‘delegation by
transfer of management and control of state assets or activities to agents
operating in accordance with market indicators, together with market sector
managerial autonomy and incentives’ (while maintaining state ownership
and ultimate control). Examples are leases, concessions, opening
franchises, management contracts, and performance contracts for public
enterprises and contracts (see sections 4.7.9, 4.8.0 and 4.8.1 for further
details). Moreover, delegation can also be achieved by the issuance of
vouchers to users of services by which they can pay providers on a
predetermined basis for each customer sewiée given (producer subsidy) [3].
According to Eftuna [24], privatisation means the sale of shares in
governmeni of publicly-owned business organisations.

Cook [5] advocates that the limited impact of privatisation in significantly
shifting the balance between the public and private sector has encouraged
more attention to be given to public enterprise reform, without a change of
ownership, as a means of fostering private sector development .

Pirie [6] states that privatisation may also be defined that the transfer of the
state activities to the private sector had featured many household names
[6].

According to Parker [7], privatisation is the transfer of ownership of assets
from the public to the private Sector. _

Bennell [11] describes the following: ‘Privatisation is generally used to
mean, the sale of company shares to pfivate shareholders, Aiming to
improve industry performance by increasing the role of market forces, many
other measures can contribute to this, notable freeing of entry to an
industry, encouraging competition and permitting joint ventures.’ ‘
Estrin [4] defines privatisation as referring to ‘the transfers of ownership of

public corporations from state to private hands, typical by public offering
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auction, tender and others’ [4], i.e. it is the process of transition from a
socialist to capitalist economy.

X. Macedonia privatisation agency [25] concludes that, privatisation is
popularly associated with a change from bureaucratic, sluggish and badly
managed organisation to one that is dynamic entrepreneurial and customer-
focused.

xi. According to Hossain [26], ‘privatisation involves selling state-owned
enterprises (SOE) or Government Business Enterprises (GBE) and other
government activities to the private sector, with the purported aim of the
process to ensure a GBE operates on a commercial basis or is subject to
fair competition’ {26],[10].

To conclude, privatisation is recognised as a technical term that can be
defined in many ways. Therefore, a sentence to conclude is: privatisation is the
‘transfer of operation or ownership and operation from public hands to private
individual or organised groups’. This research concludes by adopting the following
definition by which privatisation can best be defined: the introduction into the public
sector or what has previously been the public sector, of conditions typifying the
private sector. It is therefore possible to envisage privatisation taking place even
though no change in the ownership of public assets takes place, thus public
enterprise may remain in existence but may be required to adopt a more

commercial approach.

6.5.3 Critical Appraisal for Privatisation

The evidences covered from the discussion in Section 5.3.1 and Section 6.4
show that privatisation has many different angles in terms of presentation,
definition, adaptation, as well as implementation; however, the real meaning of
what is privatisation remains the same: it is a change of existing public style of
management to strategic system of providing services with clear objectives under
the management or ownership of private individuals or organised private group.
The changes are enforced for the purpose of improving a number of areas, namely
efficiency, productivity, quality and maximisation of profit. The driving forces for
adopting private water services exist in different ways.

The DAWASA privatisation was due to a lack of capital funds for water
development. Similar to Ghana, Senegal, Guinea and many other Sub-Sahara
Africa countries, as indicated in Section 3.9.3, other factors, including world
pressures due to industrialisation, globalisation, services improvement, efficiency

and sustainability in water services, are the driving forces for privatisation. The
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discussion also indicated that the different types of privatisation discussed
previously exist to fit different environmental needs of each particular situation.

As discussed in Section 5.3.4, there are a number of reasons, including the
rise of water charges, the increase of unemployment, tough conditions of loan for
privatisation, improper methods of adaptation, forced privatisation, worries on
losing ownership or control on waters services, and political reasons, that may be
seen as causes of privatisation failure in Tanzania, Uganda, Ghana and many
other Sub-Sahara African countries. However, in Senegal, privatisation was
successful, with great effect on affordability due to higher water charges. Failures
in privatisation have brought about a new challenge concerned with establishing
the best approach to fit the requirements. v

In general, the involvement of the private sector in water services has
contributed to greater changes in a number of areas, including the provision of
water supply and sanitation services, changes in culture (traditional of higher
commitment and discipline), efficiency in services, as well as in product value for
money. On accessing the outcome of private water services in Sub-Sahara Africa,

'we can say that privatisation has been forced to be accepted (loan condition)
because the model is foreign in terms of its origin, with a new culture of
implementation, which has brought about new challenges, particularly when striving
to evaluate its effects on affordability, profit distribution, cuiture change, and
increase in unemployment. This catalyses the conflict between public and private
style in water services; therefore, privatisation on water services can be adopted as
a solution for generating capital funds as well as a catalyst for service efficiency,

however the issue of affordability will still be questionable.

6.6 Comparison and Evaluation on Water Services Experiences

The discussion in this section combines and evaluates various water services
ideas discussed in previous chapters. Evaluating different experiences in the water
sector is not an easy task as each experience has originated from its own
environment. Water services experiences from a number of countries—including
Cote d' Ivore, Gambia, Kenya, Senegal and Uganda—have been compared with
the objective to evaluate the advantages and disadvantages of their water services
operating system. The need for comparison is to come up with useful ideas that
could be adopted in model development. The objective of evaluation is to measure
similarities and differences, and the effects that could guide the section to
compromise. The main objective of this comparison and evaluation is to collect
different ideas and to identify challenges for the possible formulation of sample
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model in privatisation of water services. According to the objective of this exercise,

the areas of focus in each case were driving forces for privatisation, operating

structure and its composition, the adopted method and its suitability, the

government role, position and role of private operator, and the project financing

system. The discussion on comparison has been summarised in tabular format as

follows (see Table 6.1 below).

Table 6.1: Comparison on water services from different countries

Areas of _
Comparis | Cote d’ Ivore | Gambia Kenya Senegal Uganda
on
Type of Under public Public water Public water Public water | Public water
method management services, services. Poor Services. services. Pool
and water More than 40% | water services in Poor water revenue
situation | services, poor, UFC Low general (low services collection,
before water quality, skilled staffs production, 55% | (non-payment | limited water
change larger with illiteracy of UFW and low | of water bills supply
consumer (50%) revenue, higher and UFC network,
were charged Poor Services | turbidity in water increase management
higher . change
Method Private water Private water Commercialisati | Private water | Private water
and type services services (MSG) | on was adopted services services
after (SODECI) with with lease as Priority (SONEES) (Gauff
change lease contract contact , solution for water with lease Inginieure)
adopted Terminated services in contract then ONDEO
(NAWEC) Nyewasco (Contract
performance)
Reason Serious Poor water Need of reliable To improve Expansion of
and the financial crisis | services due to | sustainable and water water services
driving and poor low quality and | affordable water | services, win network and
forces (for (quality and quantity in services to all loan from IDA | loan condition
change) quantity of water services | and water policy and the from WB and
water) change. World Bank IMF
Sources of | Government Euros 37 NO capital funds Loans from Loans of US $
capital funds, water million Loan were invested, ADB, IDA, 60 million
funds charges from ADB transfer of UsS $ 290 from WBin
(tariffs infrastructure from the 1990 to 1998
review), WB and restructuring | World Bank
loan ($ 13.5m)
Operating Composed of | Composed of Composition of | Composed of | The operating
service Government, Government, Government, Government, | structure was
structure private private Nyeri municipal, | Asset holding | Government,
operator, operator (MSG) operator company Asset holding
Public grand and Asset Nyewasco and | (SONES) and company
authority(FDE) Holding water board the private (NWSC) and
Company operator private
regulating (SDE) operator
authority (Gauff Ing.
(PURA) came /ONDEO)
later.
Governme | Policy issues, | Policy issues, Policy issues Policy issues, | Policy &
ntrole and | Public grand Asset holding and water framework to | Capital funds,
responsibili | authority and company resources all water
ties investment investment and stakeholders, | sources,
coordination controf of Asset holding
and regulating resources company
Role and Operation, General Operation Operation Rehabilitation
function of | maintenance, operation maintenance and of the water
the private revenue duties (revue and revenue maintenance supply
operator collection and collection, collection and all of water system,
all water operations and other water services in operation and
service duties | maintenance) services duties Urban areas | maintenance,
(independent) and revenue
collection
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Areas of
comparison Cote d’ Ivore | Gambia Kenya Senegal Uganda
Role and During the No Regulator Regulating
function of the { NO regulating private regulating was in place authority was
regulator authority services authority, all and not in place, the
regulator regulating therefore, all | regulation duties
was not in duties were regulation were carried by
place carried by duties were government
water board | executed by /asset holders
in government
cooperation
with Nyeri
Municipal
Effects of Water service Earlier Increase in Water Private
change and improved termination water supply and operators could
WTP (quality and of private production, sewerage perform as
quantity) with operator turbidity services was agreed in
greater effect (power problem has improved, contract. After
on higher performance | been solved, although two years period
charges ) water water high water was forced to
services was customer charges was resign
deteriorating | connections also noted ‘
have (affordability)
increased,
water tariffs
were
introduced
Water users | Position onthe | Water users | Water users | Waters were | Water user were
and structure were were just are only only
there position services beneficiaries | beneficiaries | beneficiaries | beneficiaries, no
beneficiaries but after and at the specific role to
establishme same time perform
nt of PURA are part of
water users | management
were partin | (the board of
tariffs management
regulation is composed
of water
users (WTP
is higher.

6.7 Combined Discussion on Case Studies

This section brings together the different ideas from various covered case
" studies. The discussion will build the concepts that will be used to formulate a water
services model. The discussion has been developed to conclude driving forces for
adoption of private water services, existence of privatisation, private operator’s role
and function, commercialisation, adaptation and suitability of the method and major
sources for project funding. The discussion is meant to produce a primary sample
model as a step forward towards developing a permanent solution for Tanzania

water problems.

6.7.1 Why Privatisation?

In the discussion covered in Section 3.9.3, which evidences that privatisation

was adopted as a solution for capital funds and as a substitute to the operating
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bureaucratic poor efficient or dormant business services to improve water services,
privatisation opens up markets for competition, which gives credit to quality
products and value for money owing to market challenges. The adoption of private
services develops another question surrounding product value and affordability,
with the monopolistic existence of politically influenced public water services to be
challenged, with private services system affordability for all having been
considered. The discussion also indicated that all three different methods of
- privatisation (full privatisation, partial privatisation, and concession) have similar
objectives, including efficiency, quality, productivity, and profit-maximisation. The
discussion also indicated that, in each of the three methods, there are a number of
differences in approach, adaptation, and implementation procedures. The conflict
between private and public services seems to continue; although the advantage of
the conflict is that, it opens new challenges for researching the best water services
model which should be encouraged for the benefit of water services sector.

6.7.2 Driving Forces for Privatisation

The driving forces for the adaptation of private water services are many;
however, they can be merged into two categories, including external and internal
driving forces. Internal forces for change are those factors associated with social,
political and economic considerations, which start within the country with evidence
that, the available water services are not sufficient and therefore need
improvement. The system is managed and owned by the government. The owner
(government) does not have enough funds to invest into infrastructure investment
or for any other reason (to transfer the capital investment from one asset to
another). In this situation, the government decides to get out of services
operations; thus, the government disposes (selling, renting of contracting) its
assets to private services.

On the other hand, external drivers are the forces that originate outside of the
country; it is a decision made not within the government’s will, such as when the
government is desperately looking for assistance or a help to solve a specific
internal problem. The problem requires large amounts of investment, and the
government has no such funds. Therefore, the government asks for loans, and the
loan provider dictates that ‘the condition is loan with privatisation’. In most cases,
the donor's conditions are not limited to the adaptation of private water services
only; it also involves how privatisation should be adopted and implemented, the

method and operation type, and the use and control of the loan.
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The effect of affordability is also reflected in water charges because the water
costs per unit set will cover actual water production costs, loan recovery, donor and
private operator costs, and profit.

The discussion in Chapter Three shows countries including Uganda, Senegal,
Gambia, Cote d’ lvore, Ghana and Tanzania that are desperately in need of capital
funds necessary for water and sanitation improvement for economic and social
needs. However, the World Bank opened loan assistance to these countries with a
full package of conditions, such as the adaptation of private services, the World
Bank procurement procedures, and project report for monitoring and its procedure.
Therefore, Sub-Sahara African countries, without choice, were forced to take on
loans with this package of conditions. This is a practical example of external driving
force. The discussion covered in Chapter Four, Section 4.9.4i shows that Tanzania
was one of the borrowers affected by the aforementioned conditions. The effects
and criticisms of the World Bank condition to borrowers has been discussed in
Chapter Four, Section 4.9.4. In practice, privatisation has induced greater
contribution on services improvement owing to efficiency. In other ways, however,
loans provided by the World Bank look as if they are there for and fulfil the donor's
commercial interest. Therefore, if this is the situation, this may then be perceived
as one of the major causes for private water services in Sub-Sahara African

countries to be of an unacceptable standard.

6.7.3 Adaptation of Method and Approach

The covered discussion indicated that all the Sub-Sahara African countries,
including Gambia, Senegal, Guinea, Cote d’ Ivore and Tanzania, adopted similar
methods of privatisation (10-year lease contract). However, the differences in
approach brought in different results; some countries were successful whilst some
failed. Senegal being an example of a successful country in the whole region of
Sub-Sahara African countries, it started with a 10-year lease contract from 1996.
Following the end of the first term of the contract, the operator, SDE, was awarded
with a new contract of 5 years. This came from its good performance in the first
period of the contract. Therefore, the lessons from Senegal water privatisation were
noted as follows

The private operator SDE has been operating in the country for more than 20
years before taking over the operations of water services. This facilitated the
operator with good experience through delivering a better understanding of social,
cultural and traditions concerning the Senegal people. This understanding is very
important and helpful in terms of managing social services (Water). Therefore, if
strategies for change—either in water charges or in network operations—are
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properly implemented, the issue of acceptability to water users then becomes
easier. This generally has very great impact in private operator’s performance.

A good working relationship, teamwork and trust with other working bodies in the
sector all have greater contributions in total performance. For example, SDE has
had a very good working relationship with the asset holder, regulator, as well as
with the government, which has notably facilitated several successful negotiations
and compromises in the targets of the contract without resorting to arbitration or
litigation.

The participation of all water stakeholders, transparency, good coordination and
teamwork throughout the course of the project preparation, transfer and
implementation period facilitated SDE as the adaptation of private services in the
water sector was executed stage-by-stage and with transparency.

Realistic performance targets in contract are é motivation to perform the set
targets, which is one of the reasons behind SDE’s success.

6.7.4 Possible Lessons from Failure

According to the covered discussion, there are various countries, including Gambia,
Cote d' Ivore, Guinea, Uganda, Tanzania and Ghana, where the privatisation of
water services could not work, although the countries adopted a similar method
(10-year lease contract method), such as Senegal. In this case, there were also
some lessons to be learnt.

In Gambia, the absence of regulatory authority during the privatisation process was
one of the contributing factors to unsuccessful privatisation. One of the regulatory
duties is coordination (to create balance and fair play between water users and
services provider). This makes it easy for acceptability of privatisation in the country
~ In comparison with the Senegal privatisation, the Gambian private water operator—
the French origin company MSG—had very little experience of the Gambian
environment. Political instability in the country—especially during the privatisation
period, when the government was under military control—induced an atmosphere
that may have contributed in terms of unnecessary worries, alongside a poor
working environment with the private operator, which may have led to
underperformance.

Difficulties in terms of operating old and poor condition water infrastructure created
an obstacle for private operator performance. Low-skilled employees with illiteracy
rates of 50% amongst management staff and 90% of the total employee of MSG
was one of the factors which may have created a number of difficulties in terms of
the adaptation of new private management style. Such factors may have resulted in
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the poor performance of the private operator, and thus premature termination of
lease contract.

Some countries, including Uganda and Ghana, executed private water
services in a way different to other countries (Senegal, Guinea, Cote d’ Ivore, and
Gambia), with both adopting management contract method with short periods.
Ugandans had a two-year management contract with private companies, first Gauff
Inginieure Consultancy, and afterwards ONDEO, both of which are private
operators and were not able to work more than two years each owing to
underperformance. The question subsequently arises: What was the cause of
underperformance within the two years management contract period?

German Origin Company Gauff Inginieure and French origin company
ONDEO are both foreign companies with little experiences in Uganda culture,
traditions, and military pdlitics; therefore, a two-year operation period was too short
to achieve maximum delivery against the expectations. However, the higher
performance target set in the two-year management contract with the ambition of
the installation of water meters to over 70% of water customers and an increase in
the revenue collection of up to more than 85% of total water supplied with no
capital investment, was undoubtedly unrealistic.

In Uganda, during the adoption of private water services, the regulatory
authority was not in place; thus, the regulatory authority duties were executed by
the government. Importantly, the government is not considered independent; ot
prepares the contact, supervises, and accordingly regulates. Furthermore, the
. regulator is independent and responsible for monitoring and supervising fair play
between service providers and other stakeholders (standard, quality and prices).
The operator not being in place may result in biasness and thus an unfair
assessment of the private operator.

In Ghana, there was no trust established between the operators (foreign
companies) and common water users (local citizens); this was owing to a lack of
transparency. For example, groups of campaigners organised the protection of
private water services with the belief that water charges would increase, and the
profit would be taken out of the country. Even some trusted that foreign private
companies were building new colonialism in Africa. This kind of demonstration as a
result of a lack of trust may ultimately create a number of unnecessary obstacles,
which may subsequently diminish service performance. In this regard, transparency
and stakeholder participation at each stage in the whole process of adaptation is

considered the best practice so as to ensure trust and smooth adaptation.
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6.7.5 Operating Structure of Private Water Entities

Chapter Three indicated that the practiced privatisation and the adopted
procedures by each individual country were different from one country to another.
The differences proved to be significant in terms of the success or failure of each
privatisation. The most significant differences reflected on uninformed organisation
structure of the operating entity, as well as the governing policy. The structure,
power, and duties of each individual organisation are guided by the governing
policy of each country. In this regard, what matters most is the way in which the
organisational structure efficiency is recognised in relation and coordination with its
different Boards within the water sector. The organisation is powered to perform a
specific function. The case studies indicate that structures adopted by a number of
countries during the privatisation period comprised government (responsible
ministry for water), asset-holding company, regulating authority, and the private
operator. The role and function of each organisation is different from one country to
another, with components dissimilar.

-Senegal was an example of the most successful private wéter services in
Sub-Sahara African region. They have adopted and practised privatisation without
having regulatory authority; the regulatory activities were executed directly by the
government. The organisation components for water services provision were
Government, utility holding company and private operator. Apart from being the
most successful private water services, due to absence of regulatory authority.
However, the complains on higher water charges from water users had ‘spread
widely.

In Tanzania during the adoption of private water services the regulatory
authority was not yet formulated, therefore the ministry of water on behalf of
Tanzania government was implementing regulation activities.

Guinea and Gambia with the lease contract methods, still each country had
different structure and strategies in privatisation approach. The Gambia approach
was to introduced internally. The performance contract with GUC and then GUC
board of management was restructure, but yet all these efforts was not productive.
Then GUC was successfully contracted to MSG for 10 years lease contract. The
regulatory authority (PURA) came later, but during the process of privatisation
PURA was not in the place. Therefore, the privatisation for Gambia composed of
Government (policy issues), Asset holding company (UHC) and the private
operator (MSG).

In Guinea the military government was dealing with general supervision,
policy issues and regulatory activities. SONE, the former operator was changed to
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asset holding company, operated the transmission pipeline and water treatment
plant that provided bulk water to the capital Conakry. The company was also in
charge of investment planning and debt servicing. The comparison indicates that,
two countries adopted privatisation with differences in style of adoption and
structure composition.

The Cote d’ Ivore privatisation structure was composed of Government (policy
issues, contract performance monitoring and approval of change for tariffs), Private
operator SODECI and the developing funding company FDE. The structure was
simple but role of regulatory authority was not clearly defined. The regulatory
authority was not in place during the privatisation

In Uganda, during the privatisation, regulatory authority was not in place;
however, the contract management was not successfully performed. The absence
of a regulator may have contributed to unfair assessment of what has been
performed by the operator and therefore lead to unnecessarily ending the contract
within just a short period of two years. The importance of regulatory authority
should not be in Uganda only, it is obligatory in any private water services.

The conclusion from this discussion is private water services exist in many
different structures, and each structure developed to fit specific conditions. The
adoption processes are also differently, depending on how the changes were
planned and executed, but adoption of private water services in any country
depends on acceptability to the structure of the governing policy. However, in any
form of operation whether private or government the independent operating
organisation should be in place with full charges in all operations and maintenance
activities. The privatisation idea was adopted for field test to measure its

acceptability and how better can it work in Tanzania water services.

6.7.6 The role and function of regulatory authority

The discussion covered on this chapter has led the researcher to conclude
that, regulatory authorities in water services exist as guardians to ensure
procedures, control of quality and the nature of services are fair and executed
according to the standards. Regulatory authorities are referees to check and give
fair play between the service providers and the water users. The proper control on
fair water charges is stimulant to willingness to pay. A combined implementation
strategic forces developed by good coordination between the operator and
regulatory authority with make water user enjoying quality services within fair
charges, this will accelerate the willingness to pay, and therefore to improve water
services in general. This strategic stimulation for willingness to pay supported by
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tariffs review method can justify the objective of generates capital funds from the
local sources.

The structure organisation setup discussed in chapter 5 analysing the role
and functions of the regulatory authority in water services that, the absence of the
regulator may cut coordination and close communication not only between water
users and services provider but also the closer link between the government and
water users. Water services organisation structure which accommodates regulator
regulatory authorities have greater contributions and participation of all water
stakeholders, especially in the matters that involve water and the review of water
charges. The regulator role of providing standards and monitoring the services
provided by the operator are all subjected to quality assurance which has impact on
willingness to pay. In other word existence of the regulatory authority in water
sector has greater impact on services improvement and therefore to accelerate the
willingness to pay.

Although in Sub-Sahara African countries water services are monopoly
provided by just one service provider (no competition) and therefore is in higher
demand, automatically the product water has direct attraction on the willingness to
pay._Therefore, we can say that, the regulatory authority according to its roles and
functions in any type of services (public or private) is a catalyst for willingness to
pay. Therefore, the role, function and power of regulator are different from one to
another. Some regulatory authorities have structured to perform wide range of
professional duties (Communication, energy, post and water) and some only for
one specific duty. Depending on governing policy which guides the setup and
structure performance of the regulating authority, but the common function, role
and duties of regulating authorities are setting standards, monitoring and evaluating
the operator’'s performance for quality assurance, and refereeing the water charges
to ensure fairness for both services provider and water users. The regulatory
authority and the public grand authority (owner) with clear boundaries on
operating duties to each department should be part of model to any adopted
method of service. This will ensure the quality of services which is independent

from interference.

6.7.7 Role and Functions of private operator

According to the discussion on the role, power and functions of water service
providers (private operators), it is that difficult to generalise the total picture of the
responsibilities as each contract differs from another. The governing and financing
policies proved to have greater influence on the role, power and function of
operation duties, which governing policy also differs from one another. The
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discussion indicated that, the major common roles to all private operators (water
services providers) were billing and revenue collection, leakage control, operation
and maintenance of water services. The discussion proved that, good working
environment starts from roles and function that the operator is empowered.
However, Senegal water operator SDE indicated that, working efficiently within
properly described roles under good coordination with other sector partners is the
only way to success. Therefore, the focus will remain that, freedom and clear
description of role and function of the operator is the guardian to reach successful
performance. However, good working coordination with other partner organisation
in the sector is tool to enhance good performance.

In Senegal the private operating company SDE with total of 90% shares of
foreign and local individuals gave strong and greater power to commercial mind of
operation. This originated from greater influence of business mind due to the fact
that the majority of shares owned by private sector with common language of
business and profit making. The 10 years lease contract made a picture that water
services was like a private property in the country. Secondly, the absence of an
independent regulatory system gave greater advantage to operator on standards,
reporting and water pricing issues. SDE had a role of equity contribution which was
converted to a capital investment for water improvement. In Uganda, the private
operators had very limited power, the operator ONDEO was responsible for general
common roles (revenue collection and operation and maintenance) his powers
were limited within the compromise and to fulfil performance targets according to
the contract agreement.

In Cote d' Ivore the private opérator SODECI apart from common duties
mentioned above, had a responsibility to supervise the project funding company
(FDE). In this case, the operator SODECI had full authority of deciding on
investments and executing them. In Guinea, the water services operator, SEEG in
comparison with other private operators in the region had fewer responsibilities due
to the fact that the asset holding company SONEG was the operator of
transmission pipeline and water treatment plant who provided bulk water to capital
city of Conakry. While in Kenya under the operator Nyewasco had all
responsibilities including asset holding, investment and as well general operation
duties. '
To conclude on standard functions and role of a private operating company is
not any easy task. The decision is in the hands of responsible government, which is
formulated to fit local needs. What type of method of privatisation is to be adopted
may be a big factor to drive functions of each member organ (operator, regulator
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and owner) responsible in provision of water services. Functions and power of
operator are set by entity owner (the government) and clearly stipulated in the
contract of agreement between the operator and the entity owner (government).
However, the most repeatable functions are noted to be distribution of water
supply, metering, new water connections, maintenance and repair of water service
lines, customer care, distribution of water bills, revenue collection, leakage control,
improvement of water data base; and in some areas, water production and
treatment. Therefore, setting the role and functions of private operator is' a
government task, depending on the governing policy and sometimes conditions
accompanied by loan from donors. If the services objectives are ensure quality,
sustainability and affordability then having independent operator in the model is

obligatory.

6.7.8 Performance contract in water services-

The discussion on effectiveness of the contract performance style has been
covered in section 3.3.2 that, Uganda was the country adopted the style of contract
performance system during the privatisation of NWSC. The performance contract
with clear milestones for given period (monthly, quarterly and annually) specifically
in the areas including water leakage control, customer connection targets, revenue
collection, development of water services networks, standards for application and
connections, water meter installation and reading, reporting mechanism and record
up to dating. The private operator Gauff Inginieure Consultancy completed first
term of its two years contract in March 2000. According to the contract the
evaluation for operator's competency was carried and the operator couldn’t qualify
for second term because low performance in revenue collection. Under contract
performance style private operator ONDEO was contract to provide water services
in Kampala city for two years period. The operator ONDEO couldn't manage the
situation. Targets were not met which resulted to poor performance in terms of
revenue collection, poor water leakage control, and poor water pressure in the
network. Internal pressure from government to the operator was increased because
of underperformance and this cause the operator to resign claiming that the targets
were unfairly raised. Failure of meeting the agreed performance target was one of
the reasons that forced the termination of DAWASA City water lease contract (see
section 2.6.2). Therefore, performance contract is a commitment and reference tool
for performance monitoring and evaluation to operator or implementer in which the
feedback leads to a certain decision. No measure of performance, no future project
plan or no proper direction for of implementation and therefore no proper decision
in project progress. This means, to make water services sustainable, the periodic
performance monitoring and evaluation is obligatory and therefore any appropriate
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water service method should be periodically evaluated for the project sustainability.
The contents in water services performance contract are many with diversity
depends on project owner’s objectives but factors including revenue collection,
leakage control, customer connection are most common in contracts. However, in
any performance contract, performance indicators should be clear, measurable and

should be set fairly.
6.7.9 Source of finance for the project

The discussion on sustainable financial sources for water development
projects indicated that the reliable sources of funds are either loan from financial
institutions or through adoption of tariffs adjustment. Loans from financial
institutions have covered greater part of the funding. In all discussed area of Sub-
Sahara Africa countries, water development projects have been funded by loans
mainly from the World Bank. In Uganda, IMF and the World Bank loans prescribe
that, the country must privatise its key utilities and market, In Cote d’ Ivories, the
World Bank loan of $ 13.5 million was for supporting operation and the technical
cell of privatisation. In Guinea capital for water investment were financed by
financial institutions and the World Bank being -number one, in Senegal water
privatisation project was funded by the World Bank through IDA and other partners
including African Development bank and while in Gambia 37 million Euros for water
development project were financed by African Development bank. Regardless of
the success or the failure of the project, the World Bank loans remained to be the
major source of funding water development projects.

What are the effects of the World Bank loans? The effects of the World Bank
loans have been critically discussed in chapter 4 section 4.4.2 and their results are
detailed. However, the effects of the bank loans are generated from conditions of
the loans; condition of privatisation on water services, condition of interest and
condition of adopting the World Bank procurement procedures have greater
effects. The condition of loan for private water services has indicated to have
serious impact on higher water charges and therefore to create a greater challenge
on affordability for water users in different countries. Although quality, quantity,
efficiency in services and production and technology' change are the major gains
and attraction for adaptation of private water services. In higher commercial focus
analysing the real water costs in private water services can be con_cluded as a total
operation costs + estimated profit. Value of total operation costs in private services
is higher than other services because it consists of very higher wages for the
foreign employees and experts (special category of employees) those costs are
reflected on water charges (see section 4.4.2). Furthermore, the total sum of loan
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recovery is a great burden to water users, because the total amount of any loan
reCovery (pay back) composes the actual amount of loan plus the extra agreed
amount as a loan interest. This burden reflects into daily customér's water charges
with higher risk on affordability. The effects of loans from international funding
institutions have brought in a new challenge for finding alternative sources
for funding water projects. This research has adopted the challenge, and
therefore loans from international institutions will be considered as reference

of challenge and not reliable funding source.

6.8.0 Commercialisation of water services and tariffs review

The discussion on commercialising water services has been critically covered
in chapter 5 section 5.4.that, commercialising water services is taking the opération
services to be more independent, competitive and the product (water) is sold into
open market. Ensuring water is available to meet quality and quantity required for
domestic and other use. In this commercial services water is sold in order to cover
the actual product costs and some extra .amount for services development and
sustainability. Also noted that, an private sérvices has commercial content in its
process and approach. The differences between private and commercial services
has also described that commercial services can operate as non-profitable
company, this has greater advantage if the method is adopted in government
owned entities. The experience from Zambia in section 5.5.5 shows that,
commercialising water services under private operator has created a problem of
price increase in commodity ‘(water) value. Commercialisation under private
operator has affected water tariffs increase in many countries in Sub-Sahara Africa,
Senegal, Gambia and Cote d’ lvore which are amongst those affected.

Similarly, commercialisation can be adopted in public owned water entities.
The experience from Somaria in section 5.6.3 shows that, commercialisation of
water services not only improved water services in the country but also brought in
close communication between different groups of stakeholders and government.

In Kenya as detailed in ‘section 3.4.3 that, commercialisation of water
services in Nyeri in 1998 has improved water services in the various areas
including water production of Kamakwa water treatment plant (from 6000m3/day to
9000m®/day), turbidity problem has been eliminated, new connection for water
customers has increased and that caused the increase in revenue collection.

The application of commercial services style in public owned entity has
greater advantages not only on services improvement but as well on affordability,

because commercialisation can be operated under non-profitable circumstances.
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Depending on the nature of the system, in some cases project capital funds can be
developed within the commercial services.

Water charges are set to accommodate the need for project development.
This method is more practical when services are provided commercially and
independently. The discussion in chapter 3 indicates that, Nyewasco was
established with zero capital and is an example of commercialisation with no
capital. The water services company in Kenya was strategically transformed from
public to commercial water services. Loan for investment was involved, however
only infrastructures (assets) were transferred to the company and that was the
capital investment. Therefore, with independent authority of organisation and
operation the company managed to establish its capital investment through the
tariffs review method. The effects of adopting the tariffs review method as a source
for developing costs (capital funds) are directly in the hands of water users; this
also has a direct effect on water charges. Technically water charges will raise to
affordable level, the difference of this approach in comparison with private system
is that commercial operation is not necessarily be profit operating company; it could
be a non-profitable company. It could be owned by govern‘ment, whereby the
interest is affordable services to all. However, if it operates as a profitable company
still the profit we go to investment and that will reduce the estimation of extra
amount in tariffs review and that will result to low price, also the operation expenses
are focused less than the private water services, hence the wages for management
team and employees are paid according to government scheme of services. or
experts is reasonably lower than in the case of private sector since the greater part
of expertise is locally outsourced (see the effects of loan conditions in chapter 4
section 4.9.2).

No need of loan or government budget. Therefore, commercialisation of water
services under public ownership has shown to be an ideal solution for operating
water services in developing countries, and therefore the researcher concluded to
adopt the concept for developing appropriate model suitable for managing water

services in Tanzania.

6.8.1 Appraisal for combined case studies

The discussion on combined case studies has brought in special input on
creating the road map for developing a framework model solution. Some of the
inputs were taken for the field test to evaluate the acceptability and practicability.

Other ideas were adopted for further analysis before adopting the model. In the
discussion in section 6.7.4, it was highlighted that the concept of privatization of
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water services has come under doubt in Tanzania and other African developing
countries, as the method was adopted but not successful. However, the method
has a number of advantages in service improvement, but the factor of affordability
has become a major worry with regard to the method. Through questionnaires, the
privatization idea was field tested to measure the acceptability, applicability and
practicability.

With regard to the concept oh organizational structure for operating water
services, as detailed in section 6.7.5, deferent structures exist in water services,
but every structure is to fit somewhere, the common components are independent
operator, regulatory authority, asset holding company and entity owner. The
effectiveness of the model structure depends on the components and function of
each. Every sector in the structure should have been formulated with clear job
descriptions detailing duties, role and functions to perform, and this will limit
interference. The concept of structure components has been adopted for further
analysis with consideration given to the acceptability to government policy which
will be adopted as a model structure component.

The concept of role and function of the regulating authority in the water

services industries is critically discussed in section 6.7.6, i.e., that the regulating
authorities are formulated according to the governing policy. Therefore, the area of
operation, power, functions, duties and responsibilities are different from one
authority to another. Most sub-Sahara countries have regulating authorities for
water services. The major common functions of a regulating authority are
monitoring, control of quality and quantity of water services, control and regulation
of water charges, and establishing good communication between water users and
operators.
' With this focus in mind, the existence of regulatory authorities in water
services leads to good cooperation between water users and operators, which is
motivation to WTP. The researcher adopted the existence of a regulatory authority
in the model.

The role and functions of the (private) operator in water services are different
from one operator to another depending on what has been agreed in the contract
between the operator and the owner. However, the most repeatable functions are
distribution of water supply, new water connection, revenue collection, metering,
maintenance and repair of water lines, customer care, and distribution of water bills
and improvement of water data. According to the discussion in section 6.7.7, an
~ operating company - whether private, public or commercial - should be independent

and free from political interference. This has greater assurance in quality and
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service sustainability, and with that in mind the concept of having an independent
operator in water services has been adopted in the model development.

Performance contract in water services was one of the concepts adopted
directly in the model development. In Uganda, as discussed in section 6.7.8,
because of a failure in performance contrary to the performance contract targets,
Gauff Inginieure Consultancy Company was proved not to be quélified for a second
term contract. ONDEO also was forced to resign because of underperformance
contrary to the agreed performance contract. In Tanzania (see chapter 2), City
water company had its contract to perform water services terminated in Dar-es-
Salaam, one of the reasons for this being underperformance contrary to contract. A
performance contract is an agreement and commitment to perform a spécific
volume of tasks within the agreed time. This periodic assessment gives the
required focus of implementation which is a base for decision making. . With this in
focus along with the other advantages described in section 6.7.8, the concept has
been adopted in the model development.

Different sources of capital funds for water projects have been discussed in
section 6.7.9; however, loans from international institutions dominated the
discussions. The advantages and disadvantages were also detailed and their
effects were analysed including loan interest, expert’s conditions, conditions of
privatization and condition of ICB which has a significant impact on the actual value
of loan and its effects (especially on higher water charges). Sub-Sahara African
countries are in a disadvantageous position with regard to loans being granted only
on the basis of tough repayment conditions, and the challenge was to develop an
alternative source for capital funds. This research has accepted and adopted the
challenge, and therefore local funding sources, including tariff reviews and mass
contribution methods, were analysed and adopted as alternative capital funding
sources.

The commercialization of water services and the tariff reviews method - a
concept adopted from the discussion in section 6.8.0 - prove that commercialization
(equally to privatization) will improve services’ efficiency and performance. With the
same efficiency, the method has flexibility in operation and can be adopted in non-
profitable situations as well as by public entities. It can ensure sustainability within
an affordable range through its natural total cost recovery in comparison with
' privéte or public services, which have failed to perform in Tanzania.

Commercialization has been adopted as a concept in the research solution.
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6.9.0 The concepts used for the ideal model framework

The model framework discussed in this section is a combination of ideas that
were developed from previous chapters and in the combined discussion in section
6.7. Various cases were discussed, gathered, evaluated and critically analysed for
developing the cause of water problems and the solution. Lack of capital funds for
water projects and the absence of an appropriate management model were
identified as the major obstacles for water development in Tanzania and sub-
Saharan African countries. The need for a sustainable source of capital funds for
water projects and the appropriate water services management model were the
driving force behind this study and which solution should be developed.
Strategically this section is combining the adopted concepts to form a primary
model framework. Therefore, the concepts included in the ideal model framework
were developed to fulfil the need for establishing proper sources for funding water
projects and the requirement of a sustainable management style in water services

as follows.

6.9.1 The model

The adopted strategy for developing the ideal model has been established
from the critical and systematic discussion covering various water services
experiences from sub-Saharan African countries including Ghana, Guinea, Kenya,
Uganda, Ivory Coast, Senegal Gambia and other countries. The concepts were
established step by step from the driving forces for privatization, process and
method adoption, organization or operating structure, role and function of the
private operators, regulating authorities, and existence and function of asset
holding companies. The sources of failure and success for each case were also
examined. Thereafter, the ideal water management framework model was
developed. However, the need for developing the ideal water management model
was concluded based on evidence from the analysis on what are the causes for the

failure of private water services in Tanzania as compared with other sub-Saharan

African countries.

6.9.2 Composition and operating structure of the model

The ideal model framework for managing water services in Tanzania (sub-
Saharan African countries) will be composed of four major departments including

the owner, independent operator, regulating authority and water users. The
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organization structure of managing water services will manage and develop water
services through generating the operation services costs and capital funds from
local sources. The model framework for services will comprise two major paﬁs
including management organization structure and sustainable sources for capital
funds necessary for operations, sustainability and development according to the

need.

6.9.3 Existence, function and role of each department

The importance of each adopted department has been critically discussed in
section 6.8.1 in that the composition of these departments, each with their own
clear job descriptions, will form a strong ideal water services model for Tanzania
(sub-Saharan African countries). In operation, each department depends on one
another and their relation is cemented based upon the objective of providing
quality, affordable, reliable and sustainable water services to all. The role, functions

and the need for each organ has been critically discussed as follows.

i. Ownership

There are three major types of ownership of the infrastructures or operating
entity: government, private and shared ownership, whereby, on services provision
each ownership type has its basic priorities and objectives. As discussed in chapter
5 section 2.2, public types of services have greater focus on services to all and
therefore its operating objectives are driven by priorities that favour water services
for all. On the other hand, private water services have greater focus on profit gain,
i.e., the system has objectives and implementation procedures that are competitive
and more efficient, but are more focused on profit maximization.

Furthermore, the evidence provided in chapter 5 section 3.1 shows that
private or sharing of ownership in the water services sector was not a traditional
way of managing water services in sub-Saharan African countries, it was brought in
by the world financial institution (The World Bank) as a major condition for a
country to qualify for loans. In the same discussion it is indicated that, either for
political, traditional or for social reasons, sub-Saharan African countries (Tanzania)
were not ready to lose the ownership of the infrastructures or the operating entities.
Focusing on the locality situation, consideration was given to the flexibility of capital
fund sources (government budget, loans with flexible conditions, mass
contributions, grants and tariff review methods). This study has concluded that,

under the ideal model framework, the ownership of infrastructure and operating
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property should remain under government control, and therefore, the owner

(government) will perform the following responsibilities.
6.9.4 Role and function of the government

The government, as owner of the infrastructures and operating entity, has the
following role and functions in this water management model with general
governance, capital funding and ensuring good cooperation work between the
departments (operator, regulator and the asset holding company) being the major

responsibilities.

i. The government will execute all the policy issues including development and
amendment of the policy, enforcement of water policy practices, incorporating the
entity development into a general water master plan for development, evaluating
and taking the necessary actio‘n on performance of the asset holding company and
regulating authority, and setting the performance contract with the regulator and
asset holding company. Ministry (government) will create good working
environments with its affiliated operating organizations to protect water resources
and license water extraction, and give maximum assistance to its affiliates for the

assurance of good work performance.

ii. Sources for capital funding

The capital funds for water projects consist of a variety of sources including
loans and grants from externél financial institutions and local funds from the
government budget, water tariffs and other local contributions. Development and
sustainability of any water services require investments and funds. In some cases
capital investment does not necessarily need to be in the form of liquid asset.
Depending on the situation of the infrastructures, if infrastructures are in good
condition, commercialization can be adopted and the existing infrastructures can be
transferred to capital investment. This happened in Kenya (see section 6.6.7),
where Nyeri water services was successful at commercialization without utilizing
capital funds. S

Depending on the adopted method for water services' improvement and the
physical situation of the infrastructures, and if the adopted method is
commercialization and the physical situation of the infrastructure is good, then
infrastructures can be transferred as a capital investment. Section 6.6.7 of this

chapter evidenced that commercialization of water services in Kenya was
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successfully executed without the involvement of capital funds. This means the
infrastructure can be one of ihe capital investments.

Another source of capital funds for water projects is loans from international
institutions (The World Bank, ADB, EIB and others). As discussed in section 4.1,
the conditions that accompany loans are tough and not necessarily appropriate for
poor sub-Saharan African countries. Therefore, this research was developed with
one of the main objectives being to find alternative funding sources.

The local sources for establishing capital funds identified in section 6.8.1 were
the tariff reviews methods, mass contribution and other government sources.
Chapters 2 and 3 identified that government budgets cannot sustain water project
investment, which is why they went for loans. The discussion on section 6.7.1
identified the potentiality of the tariff reviews method as a sustainable local source
for establishing capital funds. The factor of WTP has a greater impact in generating
services costs and capital funds in water services. The importance and contribution
of willingness to pay has been clearly discussed in chapter 5, section 5.8.4. In any.
structure, stimulation and motivation is needed to increase the willingness to pay
for such services. The measure is the amount of water payments and higher
revenue collection indicating good performance. Performance brings better
customer services. Better customer services are one of stimulants and motivations
for willingness to pay. Therefore, more revenue collection means more funds for
capital development, especially if the tariff reviews method is adopted or if the
project is funded by loans, then that means the ability to pay back loans is
enhanced. Therefore, an effective working structure should accommodate fairly the

issue of willingness to pay.

iii. Funding the project

The funding sources for establishing projects were identified; the government
as owner is directly responsible for other sources of funds, i.e., the government will
be responsible for the work or for ascertaining the different project funding sources.
This will include grants from international organizations and friendly countries, local
companies, central government budget and any other official donations and
contributions. In this case the government is directly obliged to search for project
funding. According to the covered discussion, if capital funds are raised from the
government budget (tax payers), then this will automatically have greater influence

on final consumer water charges and that will make services more affordable.
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6.9.5 The asset holding company

Concept of the existence of an asset holding company in the water services
model was initially discussed in chapter 2, section 2.2.6 in that the DAWASA
privatization structure would be composed of the Ministry of Water (owner),
DAWASA as asset holding company, City water services as operator and the
regulator EWURA. The tasks of each department were critically discussed.

The considerations on the asset holding company were adopted because of
its role and functions in the model (see section 2.3.1). In this model, the asset
holding company is an independent operating department with a clear role and
functions to perform. However, it should be 100% owned by the government. Thus,
as shown in section 6.8, in all the private water services structures, the asset
holding company department was in place. The present DAWASA asset holding
company is important, espebially for sustainability of the water services. Therefore,
the structure of this model adopted the composition of asset holding company. The
role and functions of the asset holding company can be defined as follows: the |
asset holding company will exist to facilitate good cooperation and coordination
with other operating organs (operator regulator and government) in the model.
However, the department’s main duties will remain being the asset holders on
behalf of the government; the asset holders will also finance and implement all the
capital works, developing and review of the master plan for planning and
implementation. It is also the responsibility of the asset holding company to look for
capital funds. The asset holding company will monitor the good operation of the
water infrastructure carried out by the operator and the outcomes will be evaluated
and used as the basis for proper decisions at the end of the contract. According to
the operational strategy of the model, the immediate supervisor of the operator is
the asset holder, thus, the asset holding company will have to be flexible and very
strong to tackle all problems presented by the operator. It is the responsibility of the
asset holder to rehabilitate and expand the existing water infrastructure to meet the

actual required consumption.
6.9.6 Regulatory authority

The experience of the discussed case studies evidenced that any
‘successful operating water services require an independent regulatory organ. The
role and function of the regulator shall be to ensure the standard and quality of
water services, comparative efﬁciency and performance, and at the same time, to

be a referee for creating fair play on water charges. The goal is to protect, not only
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the interests of water users, but also to be reasonable and to give a fair opportunity
to water service providers to be heard. Thus, regulatory authority’s roles can be
divided into three groups: authoritative roles, coordination responsibilities and
management functions.
i. Authoritative roles

The evidence on water services reinforced the idea of the éuthoritative role of
the regulator, that the regulatory authority should have power to issue and rescind
licences for water services operations - when and how will depend on the
performance criteria. The regulator should have power to set and amend the
standards of services performance and monitoring powers at every stage of the
services provision. The regulator should have the power of review, approval and
refusal of new proposals for water charges.
ii. Coordination responsibilities

In this role, the regulator is to perform a coordinating role between services
providers and water users. This allows cost effective solutions to be implemented.
At the same time, the regulator has to raise awareness levels among water
consumers through information and eddcational activities. Furthermore, the
regulator will in some situations be obligated to assist in settling disputes if they
arise between the stakeholders. |

iii. Water tariffs control

The major role of the regulatory authority in water services is the control of
water tariffs. The whole process involves receiving requests for a tariff review from
the services provider, evaluating the provided evidence, collecting water users’
opinions, evaluating all of these and then making a decision. This may involve
special procedures, but technically different stakeholders are involved at different
stages of the process. The process of involving stakeholders has a great influence
on motivating willingness to pay. As detailed in section 6.7, accommodating
customer opinions during the appraisal of tariff reviews makes water users feel part
of the system. That makes them feel more respected and that makes them not only
understand, but also accelerate, the commitment to pay, because of they believe
the charges are fair. Supervision of the procedure is also the regulator's task. The
regulatory part is the most important in any water management model and the
absence of a regulatory authority may led to failure of privatization as indicated in
the Uganda, Gambia and Guinea case studies (see chapter 3). The regulator
should be in place before the process of privatization begins; when the structure is
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agreed, then the first establishment should be the regulator. This will help to guide
the quality and level of water service standards to be provided by the new operator.

6.9.7 The services provider (operator)

The role and function of the services provider in many cases are bounded by
the owner’s objectives for the particular project - what the operator should do and
the limitations are clearly described in the contract. Depending on the nature of the
contract, in the DAWASA case (see chapter 2), the operator (services provider)
‘was also responsible for contributing a fixed amount as capital funds (equity) every
year. In the case of Ivory Coast, the operator SODECI was being compensated if
the amount of water consumed fell below the capacity of the network (see section
3.5.1). However, in any efficient water services system, the independent services
operator component is compulsory. Specifically, the duties of the operator are
described in the agreement between service providers and the asset holding
company.

The discussion in section 6.7 identified the duties of the services operator as
follows. To operate and maintain water infrastructures, water production and
treatment, water distribution according to the agreed standards, waste water
services, revenue collection, water connections for new customers, to establish and
implement the contract between customer and operator, updating the distribution
network, records keeping (operation, maintenance and development), good
customer care, water meter installation, leakage control and raising proposals for
| water charges reviews. All the defined work should be described using measurable
targets and realistic performance indicators (volume of work and time). Another
obligation of the operator is to coordinate closely with customers in order to
understand their problems and to give solutions within a short time period. The
most important matter is that the targets set in the contract should be visible and
realistic, because the assessment of the operator’s performance is based on the
agreed target performance, therefore, unrealistic targets may lead to an unfair

assessment of the total target performed by the operator, mainly in favour of the

asset owner.
6.9.8 Framework model for field test

The framework model for field test was established from the concepts
developed in combined discussion of case studies and the critical analysis of

privatization. The test was carried out to ascertain the acceptability and applicability
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in the field, and to gather new ideas with the objective of coming up with the best
solution for capital funding and appropriate management style for water services.
How the test was conducted and methods applied have been critically discussed in
chapter 7, but the concept for the field test was adopted from this framework
model. The concluded cdmposition structure of the adoptéd framework model was
government, regulatory, asset holding company, and private operator and water
users. This means that the team work and good coordination of all these
independent departments, with good governing policy and the acceptance of
people in field, will ensure that the objective is fulfilled.

The model inter-department coordination, roles and functions of each sector,
to ensure sustainability in operation, are summarized and presented in diagram

format in figure no. 6.1 below.

The Government
Policy issues, capital funds

L 4 L A
Asset Holding Company The Regulator
Capital investment, project Tariff reviews, standards (quality & quantity
implementation & supervising private control, licensing to operator & performance
operator monitoring)
The Operator

Operations and maintenance, revenue collection,
water production, water contro! (quality and quantity)

4

Water Users — Beneficiaries, water users committee

Figure no. 6.1 Model framework

6.9.9 Summary

The framework model was developed through the systematic challenging of
ideas covering the water services experience of Tanzania as discussed in chapter
2 and experiences from other countries in water services in sub-Saharan African
(see chapter 3). The other knowledge which contributed was developed based on
experiences gained on capital funds for water projects and critical discussions on
various water services management methods in chapter 4 and 5. The model has
been developed purposely for testing in Tanzania. Suitable water services model

should comply with local environment needs to solve the existing and focused local

water services problems.
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Evidence in sections 6.9.4, 6.9.5, 6.9.6 and 6.9.7 showed that each part of
the model structure is unique. The total performance of the model depends on the
-performance of each individual part. The failure of one part has a significant impact
on another part as well as the whole structure. However, the stability of the model
depends on stable capital funds, either from loans with flexible conditions or capital
funds developed from local sources. The issue of willingness to pay has occupied
greater value in this model; hence the economic and financial aspects of this model
depend on how water users will react to water bills. Therefore, all kinds of
motivations (advertisements, discounts for lump sum payments, accurate and
timely water bills, and different options for payment as well as disconnection for
non-payers) for water customers, as well as employees, will raise the feeling of
moral obligation to pay water bills and should be highly encouraged. The field
results will be adopted for the improvement and the adding of value to the system,

with the objective of coming up with an appropriate water management model.
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CHAPTER SEVEN: METHODOLOGY

7.1 Introduction

This chapter provides an overview of how this study was executed. Lewis
[135] notes that, the central methodology presentation should not only be clear in
its characteristics but also should indicate why its application as the essential aim
of the research and why it is view of as the only means of securing adequate
research control. To retain critics and quality of discussion each structured
component was examined step by step to answer the questions what? Why? And
how? This was guidance for developing the research questions and objectives,
topic of research, research approach, research method, and approach for data
collection, verification, model development, validation, conclusion and

recommendation for the research question.
7.2 General Philosophy of Research

7.2.1 Reasons for executing research

According to Sekaran [172] research is ‘a systematic and organised effort it is
a series of steps designed and followed, with the goal of finding answers to the
issues that are in our working environment’ The reasons for doing research are
many, depending on the nature of the problem intended to be solved. However, in
most cases the idea of executing research can be driven by criticizing or
developing the existing idea, theory, belief or law. Brickman [155] adds that,
research can be carried out just for explanation, or just- for understanding.
Research can also be carried for the purpose of analysing the existing knowledge
and as phenomena in social science. The other reasons of doing research is
finding the truth for future use or solving existing problems. However, for good
reason in doing research, the researcher's main responsibility is to observe
everything systematically and each observation should be subjected to critical

analysis.

7.2.2 Formulation of the Research Topic
The ideas that facilitated the formulation of this research topic originated from
the physical water management problems in Tanzania. The experience, causes

and effects of adapting different styles of water management in the country,
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necessitated the need for this research for developing solutions for Tanzania water
services. Poor water services and the need for capital water development under
public management style forces the country to go for private water services. The
failure of private water services and the effects left behind in the country
necessitated the establishing of this research. The knowledge of experience
covered from literature review (secondary data) guided the formulation of research
topic on this study. However, the principal idea of the research question has been
established based on the actual water supply and sewerage problems in Tanzania.
This is where the research idea was born and defines the originality of this

research topic

7.2.3 Nature of research problem and approach for research method

| Proper way of solving the identified research problem depends on
compatibility of the adopted method to the problem. The right decision on what
problem to be solved under which method is almost a half way to a solution.
Creswell [137] argues that, ‘the method should match the problem’ Adopting an
inappropriate approach to solve the research problem will always complicate the
procedure and sometimes lead to incorrect conclusion. Ghuri [133] argues that in
practice the research approaches are grouped into two major categories;
deductive and inductive. The inductive approach is based on observed evidence
and deductive approach is based on logic, beliefs or assumptions. According to
Laws [139] each approach has its advantages and weakness depending on the
purpose of research, resources and its compatibility to fit in. In practice, good
research is a matter of ‘horse for courses’, where approaches are appropriate for
specific aspects of investigation and specific kinds of problems. The key decisions
about the strategy and approach to be adopted are usually planned before the
research begins. Approaches are selected because they are appropriate for
specific aspects of investigation and specific kinds of problems.

According to Kumar [158] ‘A research problem identifies the destination’
Firstly the research problem should be clearly identified then literature knowledge
will guide to select the method and approach. As indicated in chapter one section
2.1 the research problem is ‘Inadequacy of water supply and sewerage services
in Tanzania. Thus, the research task is to observe this problem (fact) to come up
with theory, law or hypothesis. This is inductive research approach. However, in
differentiating the two (inductive and deductive) major research approaches
Denscombe [226] observed that, ‘in induction only facts acquired through
observation lead us to theory, law or hypothesis,'while in deduction logical
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reasoning can accept or reject the hypothesis. Since the research problem has
been identified and guided the study to conclude the right research approach
(inductive), then next step is to select the research method to be adopted by this
study, In order to seléct the method to be adopted and that which should match

with the research problem through the approach.

7.3 The research structure

According to the nature of the problem the research approach for this study
has been structured to compose four different stages including Theoretical
development stage, Field work and documentation sfage, and Model building
stage. Each specific task was focused on development of the next stage and

coming up with an appropriate solution to the research question.

7.3.1 Theoretical Development Stage

The theoretical development stage is the initial stage of this research
(foundation stage), whereby all theoretical primary ideas (knowledge) are gathered
and scrutinized to develop a strong project research problem (it is for developing
the nature of the research problem), Research Topic, Objectives, Research
method, Research structure and to give primary direction of research (developing
of research foundation). Ticehurst [232] arguing that, good research solution will
results from good research preparation and executed carefully following designed |
processes, If the process have been followed then every gathered item of
information should have purpose, since it will have been gathered to answer
specific questions.

The knowledge of water supply and sewerage services in Tanzania during all
the three different periods (before, during and after privatisation) facilitated the
development of the research problem. However, the establishment of the study
questions are explained in chapter one section 1.2 is a foundation for building the
general theory of the whole research. According to Kumar [264] ‘ theory brings
clarity, specificity and focus to research problem’, The theory of this research has
been formulated from impact left by public and private water management failures
in Tanzénia and the purpose was to clarify and to give proper direction to the
research problem as a foundation of research.

The discussion covered in chapter 2 section 2.6.4 indicated that, private water
services have failure in Tanzania. Comparing to other water service experiences in
Sub-Sahara African countries factors including adopted procedure, sources of

capital funds, driving forces, nature of services provider (private operator) and the
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performénce are the major causes of success and as well failure. The research
problem was the ‘failure of private water services in Tanzania’, and therefore the
study topic was the ‘Development of the appropriate privatisation model for water

services in Tanzania.’

7.3.2 Field Work and Documentation (Implementation Stage)

Field work and documentation is the second stage of the research structure.
Following the theoretical development stage, the research detailed tasks performed
at this stage including field work data collection, validation, and data analysis and
model development. According to McNeill [266] ‘factors analysis has much in
common with principal component analysis, the main task is again data reduction |
and interpretation, principal component analysis can be considered as a special
case of factor analysis’. In this research the field area was Tanzania and the
primary data were all collected from the selected samples through qdalitative and
quantitative methods including questionnaires and structured interviews. The
sample areas were DAWASA and DAWASCO employees, customers and
government officers. The secondary data was captured from various contract
documents, websites, and government gazettes and government policies. The
information was gathered and triangulated for analysis and model was developed.

7.3.3 Documentation Stage

This is the last stage of the designed research structure, whereby the duties
performed at this stage are mainly documenting issues including writing of the
study report (thesis). Denscombe [226] and Creswell [137] argues that, writing up
involves a blend of interpretation, craft and convention aimed at producing a formal
record of the research which can be evaluated by others.

At one and the same time it is a creative enterprise and an activity
constrained by convention. The report should be concise, with findings and
arguments presented in a convincing and consistent way. The stage of
documentation covers the final answer of the research work in this matter this
research has presented the research answer systematically in a consistent way to
open chances for criticism, challenges as well as future studies and for the benefit
of the sector. Conclusions and recommendations are presented with no limitation to
Tanzania only but can be applied elsewhere within the favourable conditions.
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7.4 Research Methods and Application

Research method is a tool to be used as a bridge to find the answer of an
identified research question. However, according to Creswell [137] a research
method is a specific approach to data collection and analysis with objective. McNeil
[266] added that, methods for conducting research are many and ‘there is ‘no one’
right direction to take. There are, though, some strategies which are better suited
than others for tacking specific issues. Therefore, this research has critically
examined systematically each method. The method which looks compatible to the
research problem was adopted as a research method to this study. The types of
research methods are grouped in the foIIowihg three categories including

quantitative, qualitative and mixed research methods.

7.4.1 Quantitative Research Methods

Quantitative methods are research methods dealing with numbers and
anything that is measurable. The quantitative research is typically taken to be
exemplified by the social survey and by experimental investigations.

Seale [145] argues that, ‘quantitative research may facilitate the interpretation
of relationship between variables. Quantitative research readily allows the
researcher to establish relationships among variables, but is often weak when it
comes to exploring the reasons for those relationships. While a qualitative study
can be used to help on explain the factors underlying the broad relationships that
are established’. Quantitative measurements regularly depend on qualitative
assumptions about whiéh constructs are worth measuring and conceptualising.
Therefore, it is also true that, quantitative research facilitates qualitative meaning,
quantitative research help with the choice of subjects for a qualitative investigation.

The research is associated with a number of different approaches to data
collection, sampling methods and as well as in analysis. The social survey is one of
the main methods of data collection which embodies the whole quantitative
research method. Smith [173] notes that, it is the survey capacity which generates
quantifiable data on large numbers of the people who are known to be
représentative of the wider population in order to test theories or hypotheses.
Another major common quantitative research method is the experiment. In an
experiment method there are two groups which subjects have been randomly
allocated an experimental and a control group. The logistic of experimental design
is that the formal group is exposed to independence variability but the control group
is not. However, the groups are identical in all aspects with only one difference that,

experimental group is variable while the control group not.
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Survey and experiment are the main methods of quantitative research in
areas including data collections, counting and measuring. The results of
quantitative research are in numbers or series of nhumbers and they are often
presented in table graphs or other forms of statistics [232]. The presented tables
and graphs behaviour/trends can be read and interpreted to give the true picture of

the diagnosed research problem.

i. Advantages and Disadvantage of the Quantitative Method

Strategy such as experiments can produce a mountain of data in a short time
at a fairly low cost. Survey methods lend themselves to quantitative data. Survey
methods have wide coverage associated with large-scale research covering many
people or events but, surveys can also be used with small — scale qualitative
research project. Applying survey research methods have connections associated
with getting informatio_n straight from the horse's mouth, and more than this the
search is purposeful and structured. In the experimental approach the greater
advantage is during the process of implementation, you can change testing
samples with the aim and objective of focusing on special data collection. In this
method, all data are monitored and collected at one centre point. Generally
quantitative research facilitates qualitative meaning by helping with choice of
subjects for qualitative investigation.

MMU [26] argues that, the disadvantages of the method including
quantitative implementation approach have character of dealing with breadth when
it comes to the data that are produced, this consume more time. Quantitative
analysis results are limited as they provide numerical descriptions rather than
detailed narrative, and generally provide less elaborate accounts of human
perception. Through quantitative ahalysis the additional pre-set answers will not
necessarily reflect how people really feel about a subject and in some cases might
just be the closest match. Quantitative approach has emphasis on wide and
inclusive coverage limits the degree to which research can check accuracy of the
responses. The use of survey approach does not’ prevent the researcher from
checking on the accuracy or, honesty of the responses. Furthermore, quantitative
research is often carried out in an unnatural, artificial environment so that a level of
control can be applied to the exercise; this situation necessitates the availability of
special equipment's depending on and nature of research and the required
environment but altogether reflects on higher costs.

The detailed discussion of just one method alone will not give enough
evidence for making conclusion on which method should be adopted for this
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research; therefore the need to discuss other research methods for fair judgment is

obligatory.

7.4.2 Qualitative Research Methods

A qualitative research method is mixture of rational, explorative and inductive
approaches. Its application relies on the skill and experience of the researcher who
plays a very important role in the whole process of data collection up to data
analysis. The required skill to execute qualitative research includes thinking
abstractly, stepping back and critically analysing situations, recognizing and
avoiding biases in order to obtain valid and variable information by having
theoretical and social sensitivity.

Smith [174] adds that, qualitative research is thus common in social and
behaviour sciences and among practitioners who want to understand human
behaviour and functions. Hesse-Biber [170] argues that, ‘qualitative research is a
distinct field of inquiry that encompasses both macro and micro analyses, drawing
on historical comparative structure including observational and intefnational ways
of knowing things’. It is multiple epistemological positions, theoretical frame works
and research methods are included in qualitative research. Qualitative research
tends to be associated with participant observation and unstructured in-depth
interviewing. Creswell [137] adds that, ‘All perspectives contest for centre stage in
describing model of investigation called qualitative research’. Case study, action
research, grounded theory are among of the most common qualitative approach
methods. However, every method has its advantages and weakness [138].

i. Qualitative under grounded theory approach

According to Punch [242] grounded theory approach is an overall approach to
research and a set of procedures for developing theory through the analysis of
data’. Borgatti [243] added that, grounded theory method provides systematic
procedures for shaping and handling rich qualitative materials although they may
also be applied to quantitative data. Grounded theory method also allows novices
and old hands alike to conduct qualitative research efficiently and effectively
because these methods help in restructuring and gathering and organising data
and analysis. Punch [242] concludes that, ‘grounded theory appeals because it
concentrates on discovering concepts, hypotheses and theories’.

Glaser & Strauss [241] urging that, ‘a strategic link to formulate and
developing a formal theory based on data’. Its process and strategy of executing
grounded theory method has been formulated with explicitly on data coliection with
target amount of unstructured textual from various sources and its analysis. The
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method provides in-depth systematic scrutiny of the given textual information for
building theory; therefore it is suitable for studying individual process, interpersonal
relations and the reciprocal effects between individuals and larger social processes,
especially if the objective is to develop a theory to fit or to be applied in a specific
situation. Linden et al [244] noted that, the method is more useful for studying
typical psychosocial topics such as motivation, personal experience, identity,
attraction, prejudice, and interpersonal cooperation and conflict.

Grounded theory differs with other research approach because it is explicitly
emergent, it does not test hypothesis. It sets out find what theory accounts for the
research situation as it is. Therefore, in this respect it is like action research,
however the application of the method aims to understand the research situation
and to discover theory implicitly in the data. The grounded theory has its own
source of rigour and it is responsive to the situation in which the research is done. It
is driven by data in such way the final shape of the theory is likely to provide a good
fit to the situation [247], [248].

ii. Qualitative method under case study approach

The case study approach is used where experience and theory are little
available to guide the research, therefore study of selected example become very
useful approach of gaining insight and formulating of hypothesis for further
research. Ghuri [133] Argues that, case study method is the favourite as a research
strategy when the question of study is ‘how and why’, it is also advisable that case
study approach is used when you want to study a single organization and you want
to identify factors involved in the same aspects or behaviour of any organization or
small unity. However, with case study approach it is possible to study number of
organisations with regard to a set of variables that we have already identified or
assumed [133].

The decision to use a case study approach is a strategic decision that should
relate to the scale and scope of an investigation, and it is not least in principle
dictate which method or methods must be used. Indeed, strength of the case study -
approach is just that, it allows for the use of varieties of methods depending on the
circumstances and specific need of the situation. In most cases , case studies are
done through a review of existing historical materials, records and Interviews,
however in some cases the approach involved are observation and interaction, but
in real practical situation case study method is synonymous with qualitative

research or method [138].
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However, special skill and caution are highly required during conducting a
case study, because the design for data collection is very crucial while the whole
study depends on data collection. Capability of listening, interpreting,
understanding, taking the‘ right information, asking the relevant and probing
questions is highly needed. This forces the researcher in personal to go for data
collection [133].

However, decision on which approach to adopt depends on research
objectives and nature of study, given time, availability of funds and researcher’s
willingness. However, both grounded theory and case study approaches with

differences are all equally good and their follow under qualitative research method.

iii. The Advantages and Disadvantages of the method

Qualitative research may help to provide background information on context
and subjects act as a source of hypotheses. Qualitative research method allows
the application of multiple methods on data collection and data analysis, especially
when case study method is adopted. For example, in case study method, during
the data collection quesiionnaires and interviews approaches can be used together
which add value on data quality and verification? Parallel with use of multiple
methods, the case study approach fastens the use of multiple sources of data. The
method is suitable especial where the researcher has little control over events,
because the approach is concerned with investigating phenomena as they naturally
occur. There is no pressure on the researcher to import controls or to change
circumstances. Qualitative research has multiple application, which can be adopted
for theory-building (inductive) and theory- testing (deductive) depending on nature
of research both can use the case study approach. Qualitative approach can fit in
well with the needé of a small-scale research through concentrating effort on one
research site (or just few sites).for example if you need to study the operation and
pérformance of small organisation qualitative methods gives clear perspective on
methodology and In case of executing ethnographic approach the goal is the
corﬁplete understanding of a particular situation therefore with this approach we are
~ able to obtain a more accurate picture.

The disadvantages of the Qualitative methods in practice tend to favour of
depth over breadth, which has a direct effect on coverage and time consumption.
For example, in the case study, the approach most vulnerable to criticism is in
relations to the credibility of generalizations made from its findings. In general study
carried though qualitative method may adopt more than one approach, and it has
higher cost in methodology implementation in comparison with quantitative method.
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Collection of qualitative data requires more time, more staffs and all these have
reflection on costs

Blaikie [227] adds that, the application of qualitative method requires an
extended and intensive period of involvement, a researcher may become fully
immersed in the social activities at all levels with personal involvement, this means
qualitative methods obligates researchers to become insiders to discover the social
actors, culture and worldviews. In summary, the existence of qualitative research
methods are mainly for using social actors of view, describing the study, focusing
on social processes, adapting flexible approaches and developing concepts and
different theories [227).

7.4.3 Appraisal for quantitative and qualitative methods

The evidence prevailing in section 7.3 of this chapter advocates the principles
of concluding the appropriate research method. The need for analysing which
method should be adopted between the two quantitative and qualitative has
basically focused on the advantages and disadvantages each method, and its
flexibility on application to fit the study problem. The nature of study problem has
defined the approach that the study should be executed to develop a sustainable
solution for water services in Tanzania. This focus has opened another challenge
of looking for the appropriate approach to organise and develop the idea from zero
stage to formulate the most appropriate solution for Tanzania water problems. In
that matter, grounded theory was adopted for critical discussion to evaluate its

compatibility to the stUdy as follows

7.6 Mixed Research Method (Triangulation)

7.6.1 Overview

Gill [167] argues that mixed research method is a combination of tools study
of the same problems. However, triangulation can also be defined as ‘multi-method
or convergent validation and for most part shares the notion of complementary
qualitative and quantitative methodologies’.

Brannen [144] argues that ‘combining research strategies as a means of
examining the same research problem and hence of enhancing claims concerning
the validity of the conclusion that could be reached about the data’ Mixed research
method refers to a research strategy that crosses the boundaries of conventional

standards of research by deliberately combining methods from different traditions
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with different underlying assumptions. (Mixed method strategy is one that used
both qualitative and quantitative research methods)

Denscombe [228] adds that, triangulation involves the practice of viewing
things from more than one perspective; this means the use of different methods,
difference source of data or even different researchers within the same study. In
other treatments triangulation is an application of different research methods
aiming to solve the same question with basis that, the approach of different
methods will strengthen the study.

Troham [158] notes that, ‘in quantitative study triangulation has the logic of
enhancing the validity of findings’. Brannen [144] adds that, ‘triangulation method
does not merely involve methods and data only but it covers investigation as well
as theories'. '

Romm [143] supported that ‘positivism suggests that inductive and deductive
reasoning operate to ensure science increasingly gathers improved accounts of
eternal reality’. The available weakness will be eliminated within the process to
come up with more quality findings. Generally, triangulation gives ways of
formulating a problem, testing of theories, different ways of sampling and data
collection, hypothesis testing, casual and social problem analysis [228].

7.6.2 Application of the Mixed Research Method
Mixed research methods can be adopted and executed in any kind of
research for the purposes of improving accuracy, widening the picture of study,

compensating strengths and weakness, developing the analysis as well as an aid

to sampling.

i. Improving accuracy

Using different methods to investigate the same subject improves the
confidence and accuracy of findings because the method provides the researcher
with the opportunity to check the findings from one method against the findings
from another. Mixed research method approach seeks convergence, corroboration,
correspondence of results from the other different method. It is the process of
different methods the researcher can feel confident in assuming that findings are
accurate
ii. Getting a wide picture of the research area

Adopting more than one method (mixed research method) enhances the
findings of the research by providing a more wider and complete picture on the
area of study, (the application of mixed methods facilitates the data produced by
one method to be complemented by another method and therefore the combined
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data from different methods of collection can provide alternatives and wider
perspective).
iii. Compensating strength and weakness

Mixed method offsets any inherent weakness or bias in one method by
combining it with another different method; this can compensate the 'weaknesses
and biasness
iv. Development of analysis

The comparing of findings of the same study collected from different methods
(mixed methods) can be adopted as means for the analysis of collected data. An
alternative method is introduced as a way of building on what has been learned
already throUgh the use of the initial method. Mixed method is also adopted to
produce more data that might shed light on things. ‘ ‘

7.6.3 Advantages and Disadvantages of Adopting a Mixed Research Method

Technically mixed research method has more advantages than the weakness
hence the method formulation is made to facilitate the elimination of weakness
caused by using a single method (from either qualitative or quantitative methods).
Qualitative and quantitative approaches when combined, one approach enhances
another. It may even be the case that such investigations will come to be seen as
yardstick for good research. Therefore the few major advantages of the method
are; mixed research approach facilitates production of a wider picture. The findings
are likely to address a wider range of the question related to how, why, what, who,
when and how many? However, mixed methods when adopted provide links
between different methods and different kind of data with different contribution for
the research. More advantages of the method have been described in qualitative
and quantitative as discussed in sections 7.3.1 and 7.2.2. The disadvantages of
mixed research method are generalized to be very few because the methods
compensate each other to overcome weaknesses from each method.

Adaptation of mixed research methods has a disadvantage of the increase of
time because each method needs for its application and therefore having two
methods means much more time than using a single method. The application of
mixed research method requires the researcher to have or to develop skills with
more than one method. This means the researcher needs to develop and exercise
skills to cover both qualitative and quantitative approaches [228]. Gill [167]
concludes that, in comparison with its disadvantage, the method is extremely time -

consuming and costly.
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7.7 Selection of Research Method

Selection of the appropriate method to be adopted for this research was not
an easy job. Babble [134] argues that, ‘each research method has its strengths and
weaknesses, and certain concepts are more appropriately studied through some
methods than others’. Blumer [136] adds that ‘the method selected is determined
by the nature and content of questions that researcher wish to answer, available
sources and accessibility of potential subjects’.

Lewis [135] notes that ‘the method to be deployed in the study of social life
must permit one to establish a relationship between the essential factors involved in
social change. These relationships must be causal and must apply to the process
of change. The whole process of selecting the suitable method for adoption it very
complicated. Boynton [160] argues, ‘There is no rule of thumb that tells a
researcher precisely how to focus a study. The extent to which a research question
is broad or narrow depends on the purpose, the resources available, the time
available, and the interests of those involved. In brief, these choices are not
between good and bad, but choices among alternatives, all of which have merit.’
[160].

However, knowledge and guidance for selecting the appropriate research method

for this study purely is guided by the literature knowledge (secondary data) and the
research structure has been developed. Babble [175] indicates that, ‘it is useful to
consider the full range of possibilities for data collection in the study and to select
the appropriate method against the set objectives, the nature of the project and
predetermining the nature of the method, their use of closed-ended versus open-
ended questioning and save their focus for numeric data analyses.

There being no guide for selection of right method for a specific research.
Maykut [140] argues that ‘anybody who wishes to study any aspect of the world
about them has to decide what methods they are going to use’. Their decision is
made on the basis of their assumptions about what kind of thing they are studying.
Scientists who study the natural world, including plants, minerals and animals
assume that the things they are studying are not aware of their own existence,
since the causes of their behaviour are outside their control. The guidance based
on literature arguments that, actual need for study, resources (funds and sources
of data) and time given are the basic references to guide researcher for selecting
the appropriate research method. Considering all evidence discussed in this
section, the researcher concludes and adopts mixed research method ‘multiple
research strategies’ commonly known as ‘triangulation’ as a study method for this
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research. It is the purpose of strengthening the research quality by error elimination
focusing on the disadvantages of applying any of the methods (qualitative and
quantitative) [140]. Therefore adoption of triangulation method to this research will
not only add value and upgrade the quality of this research but also will give the
right approach towards the set objectives, and to develop the appropriate answer
for Tanzania water management problem. The collected data through qualitative
and quantitative methods were analysed and gathered, and captured concepts

were adopted for model development.

7.7.1 Adaptation to Survey Method

The selection of an appropriate research approach is a critical decision in
most social research processes. The selection is dependent on the objectives,
sources of data, environmental conditions and availability of funds. Strategic
approach for selecting the appropriate research method has been discussed in
section 7.6 of this chapter. The ideal research method to any study depends on the
nature of the research problem and approach. Principally, the research problem
dictates the study approach (inductive or deductive), critically understanding of the
research problem, the approach and knowing the sample areas, the method for
data collection can be concluded. However, availability of funds and knowledge of
the field environment are important factors on concluding the ideal method of
approach. Therefore, the strategy guided the researcher to match the suitable
method to the research problem. The research problem is developi'ng of the
appropriate model for water supply and sewerage services in Tanzania
(developing countries) with inductive approach the adopted research method is
survey method. Guided with literature knowledge and the research objectives, the
researcher used his own judgment to balance the advantages and disadvantages
of different research methods in order to conclude the appropriate approach for his
research process.

Kelly [237] adds that, ‘surveys are well suited to descriptive studies, but can
also be used to explore aspects of a situation or to seek explanation and provide
data for testing hypothesis’. Nevertheless, the survey approach has the potential to
provide a lot of information obtained from quite a large sample of individuals, whilst
the advantage during the interviews is that open-ended questions can be applied
with greater confidentiality in particular questions of special interest or can be
executed in-depth, with follow-up questions asked whilst unclear items can be
explained.

-Marsh [233] argues that the survey method is a tool which, like any other tool,
is open to misuse. It can be used to provide evidences for sociological arguments '
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as well as for ideological construction. Therefore, the survey as an inquiry which
covers the collection of systematic data across a sample of cases is used in the
case of a social survey in order to collect social facts (data)—not only in ways of
collecting data but which also comprises the analysis of results. However, there is
the unique advantage of survey approach, which the research produces data from
the original source (field) as empirical data

However, the survey approach in this thesis has been restricted in order to
have two selected methods, including questionnaires and face-to-face interviews
with open-ended structured questions. The restriction was for the purpose of wide
and in-depth coverage on data collection owing to the nature of the two adopted
methods. The open-ended questions were structured and strengthened following
pre-tests, whereby the first developed questions were sent to three different people
in Tanzania for testing in terms of quality, clarity and content verification. Notably,
the questions were precisely structured and clearly presented, which often dictates
the range of answers from respondents whereby the aim was to get consistent
answers to consistent questions. The question is, is the approach developed
properly to the extent that, the structure of the questions can appropriate measure
to the required objective?, because ensuring of maximum and quality information
depends on questions structure and its composition. However, the advantages of
the questionnaires are its ability to accommodate a large number of people
(participants) within a short period of time; therefore, the researcher can fix his/her
finite time span for a project, which can uitimately assist planning and the delivery
of end results.

Furthermore, Denscombe [138] adding that, the survey approach is a
research strategy and not a survey method. Many methods can be incorporated
with the use of a social survey. The adoption of this strategy allows the use of a
whole range of methods within the strategy, including questionnaires, interviews
and observations. Therefore, the researchér choose to adopt a mixed approach for
data collection, hence is compatible to the method and it opens wide range of

information coverage.

7.8 Primary and Secondary data

7.8.1 Secondary Data

According to Ghauri [165] secondary data are very useful and can help the
researcher in the areas including answering research questions, guiding the study,
solving some or all of the research questions. Helping in problem formulation and
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or making more concrete and focused research questions, deciding about the
appropriateness of a certain research method or even suggesting better research
methods fdr a particular problem. Secondary data also provides benchmarking
measures and other findings that can be compared later on with the results of the
study at hand. Furthermore, scholars recommend that all research should in fact |
start with secondary data. Begin with secondary data and only when secondary
data are exhausted or show diminishing returns, proceed to primary data. However
sometimes secondary data provides enough information to answer the research
questions. In this research the application of secondary data was obligatory for
formulation of the study methodology and topic (developing finding the appropriate
model for managing water services) which would not be possible if there were no
secondary data. The structure of this research has been formulated from
secondary data. At the final stage of model development some basic references to
support the model are sourced from secondary data

In this research the secondary data were gathered from various sources
including literatures, websites, journals, contracts documents, policies, government
newspaper magazines and other useful documents from Leeds University and
Tanzania. Whereby, greater part of secondary data from literature was used as a
primary tool for formulation, development and guiding the research. However, most
of the documents were used as evidence building concept towards establishing the

answers to this research.

7.8.2 Contribution of secondary data to this research.

The knowledge acquired from literature review guided the researcher to
formulate the research problem and develop a broad understanding of it. The
information from the literature review helped to make a better base from which
research conclusion has been made. Knowledge adopted from other projects,
accelerated the researcher’s confidence in handling and tackling general research
problems. For example, the decision to change questionnaire’s format of language
(from English to Swahili) happened in the field, due to the difficulties respondents
had in understanding English, Basically, the approach and strategy for data
collection was developed from the literature review.

However, the review of various documents (contracts, policies, government
gazette, performance and various project progressive reports) in the field Tanzania,
has given the researcher special experience on understanding the real challenges
on water management and operations in the field. Therefore, secondary data had

significant contribution to this research.
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7.8.3 Disadvantages of Secondary Data

Using secondary data as a source of information requires extra care at every
stage of adoption, because the data have been collected from different studies and
developed for different purposes. Secondary data are information collected by
anybody from one of many sources either to be used for a similar or different
research purpose. Adopting secondary data is a new use of old used data to a
different study aiming to solve a very different problem, which may not comply with
previous objectives.

Secondly, the accuracy of secondary data is in the hands of the researcher,
which obligates him/her to verify the origins, the process of collection and whole
analysis in general. However, secondary data are very useful and imr;ortant to any
new research project. Ghuri [133] argues ‘not matter how correct they are, in
normal cases secondary data alone cannot lead to the answer for any new
research project’. Therefore, secondary and as well primary data should all be
treated with higher priority and therefore it is obligatory to the researcher to

organise collection of the necessary data for his/her research project.

7.8.4 Primary data

The importance of primary data to any research is immeasurable. The nature
of research problem commands the source(s) and approaches of where and how
primary data should be collected. Primary data has to be a major source of
information to this research. The survey method with combined approaches
including interviews and questionnaires was adopted to this research. Therefore, as
indicated that the research problem is inefficient water services in Tanzania the
primary data source to be from the same country.

Adam and Kamuzora [278] argues that, ‘primary data is the data collected by
the researcher himself/herself or by researcher’'s assistants from the field for the
purpose of answering research question/issue’ The common ways used for
collecting primary data were through observation, questionnaire and interviews.
These tools are also advocated as survey methods, as discussed in section
no7.5.4. The nature of research problem obligated the researcher to adopt two
methods (interview and questionnaire) for data qollection in Tanzania

7.8.5 Targeted Information and Sample Sizes (primary data) '

According to the research design and objectives of this study the domain
primary data were collected form Tanzania in different sources (sampling areas)
including DAWASA and DAWASCO employees, (as the organisation responsible
for services provision in the city of Dar-es-salaam and the Coast region), the

Ministry of water and Irrigation (responsible for water policy matters), Dar-es-
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salaam water consumers (affected service users) and Presidential Sector Reform
Commission (PSRC) (The supervisors of public sector reform in the country
including Dar-es-salaam Water Supply and Sewerage Authority (DAWASA)
privatisation). ,

Cooper [229] indicated the ‘determination of sample size comes down to
estimating the minimum size needed to obtain results with an acceptable degree of
confidence. Calculating the sample size involves evaluating the feasibility of the
research objectives’. The proportion and nature of information guided by the
objectives of the study indicated the sample size for this research is 166 people
performing various roles from different institutions in Tanzania. Therefore this

research concluded four sample points as follows.

i. DAWASA and DAWASCO employees

In this area a total of 74 employees responded to information request.
Empldyees were more targeted because they were fully involved in all the three
different water services provision in the country including public services
management, private services management and current water services
management. Given their wide experience they were the right source of raw data.
Therefore information on changing working conditions, incentives, motivations,
participation and their involvement in DAWASA privatisation process were the key
information expected from DAWASA and DAWASCO employees.

ii. Government sector (Ministry of water and PSRC)

The information collected from this sample -area represented by three (3)
senior officers from the ministry of water and irrigation and one senior officer from
PSRC. The reason of earmarking this area was that it represented the Tanzanian
government’s responsible organisation for water services policy issues, water
development master plan, funding for water development projects and controls
water prices issues. The PSRC has been executing the reform of all government
policies including transformation of DAWASA to private management. Therefore,
the information from this source was on policies in the water sector, information on
DAWAGSA privatisation and the driving force behind it, expectations on private water

services, capital funds for water projects and conditions of the World Bank loans.

iii. Public (water customers)
Information from the public (water customers) was necessary to this research

not only for information verification but as also to understanding the different types
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of service provision including public services, private water services, and current
water services. The information was collected through structured questionnaire
forms, which were designed to give detailed information on water services including
(water quality and quantity, water charges, customer care and sharing of water

services information) from customer’s point of view.

7.8.6 Sampling and Sample Size

Sampling in this research was adopted as a process of sorting or selecting
elements out of many, with the intention of examining, inspecting, testing and
analysing them. The results of which will represent them all. Sampling methods or
sampling techniques are many and selection on which to be used depends on the
nature of the project's objectives, time and funds available for data collection.
However, statistics and theoretic are the only two types of inference which can be
applied to achieve external validity. Generally mathematical process, statistical and
theoretical inferences are the main tools applied to obtain samples from targeted
population, however, analytical generalization is not always based on mathematical
or statistical inferences, and it is sometimes concluded from logical reasoning
especially on focusing on population [151]. Therefore, due to nature of the study
and subject of research this research obligated to select the discussion of few
major sampling methods including Judgment sampling method, Random sampling,
Systematic sampling method, Multistage sampling method and Cluster sampling
methods. Therefore, for the given reasons researcher was concluded to adopt

Judgment sampling method.

i. Judgment sampling method

The application of this method depends on personal understanding of actual
situation of the sample areas and its environment. The researcher sets the criteria
which are more favourable for sample select, whereby in practice this method all
elements are selected according to precise criteria established by the researcher.
In normal management research, judgment samples are very popular than
probability samples, whether the intention is for qualitative or quantitative
processing. Judgment sampling also allows sample elements to be selected
extremely precisely, making it easier to guarantee respect for criteria such as
homogeneity, which is required by certain research designs. Judgment sampling
does not follow set theoretical criteria, but in order to use it, researchers must have
good understanding of the place where data are going to be collected and general

nature of study.
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ii. Random Sampling method

The method involves random selection of elements using a random
procedure, meaning that the procedure which selects one element might not be the
same for selecting other elements. However, the method is each element of the
population has the same have the same probability of being selected into the
sample (equal probability selection). The elements of the sampling frame are
numbered serially arranged from 1 to N and a table of random numbers is used to
select them. The method is highly recommended sample collection in the larger
area. Furthermore, the method can be adopted in the situation with geographically

diverse elements, which can lead the exercise to be very expensive [151].

iii. Systematic sampling method

Systematic sampling is very closely related to simple random sampling
method. The only significant difference is that systematic sampling method does
not require a numbered list of elements for each sampling area. The systematic
process selects the first element is randomly picked from the sampling frame, and
then the selection of the following elements is at constant set intervals. However,
the selection interval is inversely proportional to the sampling ratio of the sample
size N (for example sampling ratio is 1/100: therefore one element will be selected
in list of every 100 elements), [142].

iv. Multistage sampling

Multistage sampling makes repeated selections at different levels. The first
stage corresponds to the selection of elements called primary units. At the second
stage subsets called secondary units are randomly selected from and within each
primary unit. The procedure is repeated until the final stage, when the elements
selected correspond to the units of analysis. A multistage cluster sample is
probability sampling procedure that‘ allows such geographically dispersed
population to be adequately covered, while simultaneously saving interviewer time

and travel costs [174].

v. Cluster sampling

It is sampling techniques which are mainly applicable when natural grouping
of sample areas is evident to guide presentation. The technique is common
applicable in research market, however in cluster sampling method sample area is
divided restrict equally and collectively comprehensive groups (clusters) and
sample elements are piéked from each of those groups (clusters). The required
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information is absolved from the elements those seiected from each group. Burns
[142] adds that, cluster sampling is particular type of two stages sampling, whereby
elements are not selected one by one, but from subsets known as clusters. Each
element of the population belongs to one and only one cluster. At the first stage
clusters are selected randomly, and secondly elements of the selected cluster are

included in the sample.

vi. Setting of sample sizes for primary data collection

Sample size this is the actual element (people) number picked in each
selected sample area for the required information. However, calculating the sample
size involves evaluating the feasibility of the research objectives which can
sometimes cause modification of the research design. According to Hallway [155],
determination of sample size really comes down to estimating the minimum size
needed to obtain the results with an acceptable degree of confidence. In samples
destined for quantitative data processing, this means determining the size of
sample that enables the study to the desired degree of precision or significance
level for qualitative research. It is size that confers an acceptable level of credibility.

Cooper [149] argues that, ‘the larger the sample, the greater the confidence
in results, whatever type of data processing is used’. However, large samples pose
problems of practicality in terms of costs and scheduling. Beyond a certain size,
they can also pose problems in terms of reliability for the single reason that the
sample is very large. Nevertheless, the larger sample can increase the number of
collection, recording and encoding errors as well. However, some recommendation
for sample size setting including sample must be large or it is not representative, A
sample should bear some proportional relationship to the size of the population
from which it is drawn, The greater the desired precision of the estimate, the large
the sample must be, The greater the dispersion or variance within the population,
the larger the sample must be to provide estimation precision, The narrower the
interval range, the larger the sample must be and If the calculated sample exceeds

5% of the population, sample size may be reduced.

7.8.7 Approach for secondary data collection
Strategically all secondary data were collected from two major sources
including literature and field area (Tanzania). Literature captured at Leeds
University was sourced from journals, tapes, magazines, newspapers and internet
Secondary data were outsourced from number of public and non-public
official documents including water policy, Acts, Government water development
plan, government gazette, Millennium goals, Ministry of water 2008/2009 budget,
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Documents for basket funding, DAWASA/ City Water lease contract, World Bank
procurement procedure, The World Bank loans conditions, The World Bank and
EIB procurement procedure, DAWASA NWSC partnership contract, DAWASCO
performance report, Construction supervisor reports, Performance monitoring
reports, revenue collection reports and Technical Audit reports were all critically
reviewed.

Each document was separately critically reviewed and all substances related
to process of DAWASA privatisation, water services acts in Tanzania, role and
duties of various players in water sectors, World Bank condition for loans, contract
performance details, targets in contracts were gathered for assessment. Similar
items were combined and analysed. However, data adopted in form of text were
analysed by using Content Analysis Method (TCAM). However, numerical data
such as daily revenue collections, tariffs, number of customers, amount of water
production and water consumption rates were analysed by Statistical Package for
the Social Sciences (SPSS) methods.

i. Expected information from each sample group for analysis

Strategically, the structured questionnaires and interviews were designed to
accommodate the collection of all the necessary information to fulfil the study
objectives. Each sample group had necessary and specific information to bring in
for analysis. However, presentation of different groups of samples was obligatory
not only for data verification but also unsure wide and in-depth coverage of the field
information. However, in general the expected and targeted information was to
have a detail and picture on Tanzania water services ranging from governing policy
to operations issues during the whole the three periods (before, during and after
privatisation). Therefore, each of the four (water users, DAWASA, DAWASCO and
government officers) sample group areas was strategically earmarked to bring up
specific information, whereby the concepts were merged to formulate a common
solution. In this case, the selected sample areas and targeted information from

each sample group can be summarised and presented in table form, please see

table no 7.1 below.
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Table 7.1 Information targeted for anélysis

SN | AREAS OF | PARTICIPANTS TARGETED INFORMATION
TARGET
Government Sector | i. Ministry of Water | Policy issues, water services
1 ii. PSRC background before, during and
after privatisation
i. Management Contractual issues, project
2 DAWASA ii.Common implementation, targets in
employees performance, project monitoring
and planning
Operations, maintenance, water
i. Management . . .
3 DAWASCO i Common production and services issues
employees and revenue collection (billing)
management issues and
4 Public (Water | Big and Small water | Change in water services and
users) customers the effects

7.8.8 Strategic approach for Primary data collection

The field work in Tanzania executed to collect primary data through
systematic strucfured format of questions (questionnaires) and interviews for
specific people. The need for executing mixed method for executing mixed method
for field work was concluded from the nature of study objectives, with greater focus
on easiest way of collecting maximum required ir{formation within the designed
period of time. The approach and content was designed to meet the required
information for the research objectives, while each question has specific
information to be extracted. The time given for completion and return was seven
days. This approach did not work and it was only after a follow up of the researcher
himself that 136 completed forms were collected for analysis. ,

The face to face interviews were structured with similar duestions. The
implementation was carried by distributing structured interview questions to
selected officers through their personal secretaries. The request for face to face
interviews was made, and open end structured interview was executed to almost
83.3% of all targeted officers. Kumar [157] adds that, ‘open-ended questions
provide in depth information if used in an interview by an experienced interviewer.
In questionnaire, open-ended questions can provide wealth information provided
respondents feel comfortable about expressing their obinions and are fluent in the

language used.
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i. DAWASA

Focusing on getting information form common employees, with the
permission from DAWASA chief executive officer, 40 questionnaire forms were
randomly distributed to member of staffs (not management) from different
departments.

Within the same period appointments were made and three senior officers
(management team) were interviewed including Director of Finance, Director of
quality assurance and Planning and studies Manager. The interviews were carried
with structured questions. The answers were recorded at the same time were notes
in writing were taken. However, immediately after the interviews the captured
information from these two means (written and recorder) were compared for quality

and correction. This was information .adopted as management general views.

ii. DAWASCO

The approach for data collection in DAWASCO was different in comparison
with the process applied for DAWASA. At DAWASCO 65 questionnaire forms were
officially handled to Chief Human Resources officer and through her official status
these questionnaire forms were distributed to 8 sub branches offices. The Sub
branch managers were responsible to randomly pick 8 employees within their areas
for completing the questionnaires. The period of one week was fixed to return the
completed forms. At the end of my field study 50 completed questionnaire forms
were collected for analysis. ‘

The interviews with DAWASCO management team were with the Chief
Human Resources, Chief Commercial Operations, Technical Auditors and
Customer services manager. The same structured questions with management
focus on DAWASA privatisation, process adopted during the privatisation of
DAWASA, capital funds from loans and conditions, failure of DAWASA privatisation
and the effects and éources of funds for water projects were adopted during the

interviews.

iii. Water Customers
The permission was granted by DAWASCO Chief Executive officer, the

researcher distributed 10 customer questionnaire forms to large consumer services
manager, 10 forms to Public relations Managers and 5 questionnaires to each of
six water operation zone areas, The customers who came to settle their water bills
or any water complains were requested to fill those forms. The questions were

designed to give feedback on quality and quantity of water supplied during the
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three different periods before during and after privatisation of DAWASA, value for
money, customer care, position and participation of customer in general water
services, water billing process and what do they think should be. All complete forms
were collected on day to day bases for analysis and further action. At the end of
field work period the researcher collected 46 completed customer questionnaire
forms and from those questionnaires the information was adopted for analysis.

iv. Ministry of Water and Irrigation

The face to face interviews with three senior officers including the Assistant
director for urban water services, resources planning and ministry chief lawyer, all
from ministry of water and irrigation were conducted. The interviews were
conducted under special arrangement with the permission of assistant ministry
permanent secretary. The open end interview questions were systematically and
purposely structured to fulfil the research objectives. Therefore questions were
developed in considering what information is needed and will be collected from
management team (decision markers). It is information from those who participated
full in DAWASA privatisation. The study has to have clear picture of whole
privatisation transactions and the effects specifically from government officer’s
views. This was a necessary part of information for formulation a practical answer
of the research. The targeted information were on government water policies,
source and driving forces for DAWASA privatisation, effects of DAWASA
privatisation, process adopted, funds for water development, conditions and effects
of the world bank loans, water customer’s reaction on privatisation, experiences on
different water management services (private and public) and expectation on future
water services in the country. The same procedure was applied during the interview
with PSRC officers. Finally all collected information was gathered and analysed.

7.8.9 Responses on Data Collection Compared to Targets

According to the targets on required information as detailed in section 6.5.1,
total of 155 questionnaire forms were distributed to the targeted groups and out of
those only 136 questionnaires were filled and collected for analysis. However, three
forms were not correctly filled or completed. The response was about 77.8% of the
expectation. Regarding on the interviews, the executed interviews from all planned
sources were 10 out of 12 predicted senior officers. However, again this is 83%
performance out of expectations. That makes the total response in primary data
collection to be 78% of the designéd volume of data required for this study. The
verification of data from individual information or groups of people is automatically
compensated in this coverage. The 78% achievement for data collection was
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sufficient for next step of the research process. Nevertheless, the process of data
collection was executed by one person researcher himself and in detail the

response on each area was as follows.

i. DAWASA employees were the first targeted sample group and as
explained in section 7.8.5 with permission from chief executive officer 40
questionnaires were randomly distributed to all level employees by the researcher,
whereby the collected filled forms were 24, this is 60% of all targeted responses
and therefore the information from 24 people was adopted for analysis being
representative of the sample group of DAWASA employees

ii. DAWASCO employees this was a second sample group targeted to give
information from 65 employees, with assistance from DAWASCO head of human
resources officer the questionnaire was distributed and after a week 50 percent
completed were collected. This is 77% of total targeted information from this group.
Therefore, the information from 50 collected forms were adopted for analysis being
representing DAWASCO employees group.

iii. DAWASCO water customers

This was the third targeted group for data collection through the
questionnaires method. Total of 50 questionnaire forms were distributed to large
and small customers form more detail (see chapter 6 section 6.7.3iii) and out of
. that 46 forms were correctly completed and collected, this is 92% achievement of

total targeted information from the group of water consumers

iv. Government officers

The information collected from this group was through the face to face
interviews which were conducted by the researcher from 12/5/2008 to 20/05/2008.
The target was to interview 12 senior officers (Three senior officers from the
ministry of water, 3 from PSRC, 3 directors from DAWASA and 3 directors from
DAWASCO). Unfortunately we managed to complete only 10 interviews making
83.3% achievement of all targeted interviews. The information collected was
basically policy issues, decision making, plans for future, involvement on DAWASA
privatisation, loans condition, alternatives sources for capital funds and water
management in general. The information from 10 interviews was adopted for
analysis to represent the whole group of officers. Nevertheless, the whole picture of
the responses from all targeted areas of 167 respondents is 130 people, this is
78% achievement. This achievement gives confidence and strength that the

methods adopted for data collection were appropriate. The summary picture of
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achievement on data collection can be presented in table form as follows (see
Table 7. 2 below)

Table 7.2: The response areas for primary data

SAMPLE AREAS ESTIMATED ACTUAL ACHIVEMENT IN
RESPONSE RESPONSE PERCENTAGE

DAWASA 40 24 60%

Employees

DAWASCO 65 50 : 77%

Employees

Water Customers 50 46 92%

Government 12 11 83.3%

officials

Total Response 167 130 78%

7.9 The interview structure and contents

The adoption of interview method to this research was based on the data
collected through questionnaires having coverage in width (quantitative) and not in
depth. The adoption of interview method will automatically compensate the gap of
. coverage left by the questionnaire and therefore to create more quality data
necessary for analysis.

Bryman [264] comments that, the future of an interview is in eliciting
information by the interviewer from the interviewee under the operation of rules of
varying degrees of formality or explicitness concerning the conduct of interview.
Therefore, the method of structured interviews for data collection was obligatory not
only for in depth data collection but also for promoting standardisation of both

asking of questions and as well the recording of answers.

i. The Structure of Interview

The semi structured interview questions were designed to be open ended to
give a wider scope of information collected from respondents. However, also the 12
interview questions were structured with focus on who the interviewees were and

what kind of information is expected from them. The 10 interviewees from
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DAWASA, DAWASCO, MNISTRY of WATER and Presidential Sector Reform
Commission were the people for all information regarding the whole of the water
services in the country. In particular, the adaptation, procedure, implementation
and effects of private water services, conditions of the World Bank loans and their
effects from DAWASA experience and other possible sources for funding water
supply projects.

The reason to interview senior officers is that, they are and were part and
decision makers during the privatisation takeover and also it was the only way of
getting them involved. Traditionally senior officers are not very interested on filling
of questionnaires (writing) so interviews were the better strategy. Interviews were
carried the day afterwards the notes and recorded information were compared for

verification before returning to interviewees for approval and verification.

7.9.1 The questionnaire structure and content

Questionnaire is a set of questions set or asked by an interviewer who
records the answers for his/hér specific use. The structure and composition of
questionnaires for this study was developed to fulfil the need of collecting maximum
information as required for research objectives. The development of a survey
questionnaire for this study was based on three major factors including aim and
study objective, type of information required for the study and easiest way of
collecting quality data. The contents were adopted from the model framework
developed for field test (see chapter 6 section 6.8.7). Greco [261] argued that,
before the questions can be designed it is necessary to have a clear idea of what is
being investigated, when the domain is clearly defined and then the researcher
may proceed to formulate the questions. However, domain usually defines the

information to be gathered and their relevant sources.

i. Questionnaires structure

McNamara [263] saying that, in collecting data for an study ‘questions are
developed to find out what people know, feel and think’ Therefore, designing of
questions for data collection can be structured into two different types including
open end and closed questions. The differences between the two are, in closed
type the questions are designed with sets of alternative choices of answers from
which the respondent can choose from among of the given answers. In open ended
the questions are designed to give no options answers to respondent, in this case
the respondents provides their own answers in their own words. This research

adopted both closed and structured open ended type questions with a greater
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focus on source and type of data to be collected and the area of contribution of the
respondents’ free ideas.

Kumar [264] argues that, ‘It is important that questions are clear
understandable, also the layout of a questionnaire should be such that it is easy
read and present to the eye and the sequence of the questions should be easy to
follow. This situation obliged the researcher to translate the questions from English
to local national language (Swahili). This was the easiest and faster way of
communication. |

Therefore, from question number 1 to number 9 of the DAWASA employee’s
questionnaire form all questions were multiple choice closed questions and the last
question no.10 was open end question with no limit on contribution. However, the
questionnaire form for water‘ users were also dominated with 16 closed multiple
choice questions with only one last question (no.17) open ended. In whole structure
each question was designed with very simple clear sentences, while the three
optional answers were given to every closed question. Respondents were restricted
to select only one the most appropriate answer out of the three given answers.

Fraenkel [235] adds that, for every question that needs answering on the
basis of survey data, we have to ask ourselves whether or not an examination of
some sort will be involved, and whether or not the comparison will be possible from
the data planning to be collected. The comparison is to ensure that the sample
groups exist on the same basis so that they can be validly compared.

However, according to Bryman [173] research questions must have clear
social scientific angle and if research questions are not specified clearly, there is
| greater risk that, the research will be unfocused, unclear of what research is about
and what is data 