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• winning contracts - companies will increasingly need to be able to serve low
income communities

• reduction of risk- operating risk in developing countries tends to be high, and is
exaggerated by limited understanding of local culture, people, markets and business practice;
working with communities provides access to information and promotes collaboration

• t eduction of costs - innovative solutions devised in consultation can offer low cost solutions;
delegation of tasks to communities can reduce both development and operating costs

• corporate social responsibility - companies are becoming increasingly aware of the
value of this, and are developing methods for measuring their performance.

Participation needs to be commensurate with the skills and abilities of the community.
There is, therefote, greater scope for meaningful participation within certain types of private
sector involvement, and in certain stages of the project cycle. There is greatest scope when
installing new systems in low-income communities and informal setdements. Participatory
processes should ideally span the entire project cycle as part of long term involvements with
communities. Potential benefits at each stage include:

• planning— gathering accurate information on target communities, e.g. type of
service required, willingness to pay, options for community involvement in building
and operation and maintenance stages

• build/ rehabilitation - the use of community based labour provides access to local
knowledge, offers the potential for reduced costs, and promotes community "buy in"
to projects

• operation and maintenance - communities can help devise appropriate service delivery
and management solutions (e.g. maintenance and revenue collection). Not only can it
be cost effective to place contracts for routine tasks within communities, but community
involvement can also bring about a positive change in attitude towards utilities.

A strategic approach to incorporating community participation into company operating practice
should include:

• entering into partnerships and dialogue with NGOs and civil society organisations (CSOs)
which have an understanding of low-income communities and participatory approaches

• establishing a top down policy trail requiring participatory procedures as appropriate
• incorporating human development in developing countries into indicators for

measuring performance against sustainable development targets
• training senior management to give them an understanding of participatory

approaches, and of NGO water and sanitation work in urban areas
• working with regulators and governments to promote community participation as

part of a more flexible approach to water service provision which facilitates innovative
solutions and small entrepreneurs.

It has to be said that it is early days yet, and it is too early to come to conclusions on what will
constitute best practice in this industry. Although community participation in utility operations
can offer a win-win scenario, that is not to say it is easy to achieve, so practical problems and
hurdles are referred to throughout the main document. Additional issues are also raised that
need to be considered if community participation is to be implemented in practice. Partnerships
with NGOs and community groups offer a way of accessing experience and expertise in
participatory approaches.

0 6 Executive Summary
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1 Introduction

Tearfund is an evangelical Christian relief and development agency working with local partners
to bring help and hope to communities around the world. Tearfund was founded over 30 years
ago and last year supported more than 500 projects in 90 countries. Tearfund works with local
organisations and churches (partners), many of whom work on water and water related projects.
Through our advocacy work we hope to raise awareness of the growing world water crisis with
our supporters and the general public, work with governments, international institutions and
companies on policy issues and build the capacity of our partners to advocate on behalf of the
poor on water issues.

This document shows how community participation is in the commercial interest of private
companies involved in urban water systems in developing and transition economies. It also
shows how evolving policy and commercial contexts will require the private sector to actively
engage with low-income communities. It is intended for those involved in the water industry.
While all potential stakeholders (e.g. governments, multilateral and bilateral donors, civil society,
the general public) may find the report helpful in giving an overview of the challenges and
trends in this sector, the report is primarily written with the international private sector in mind.

We build the commercial case for community participation by considering the value of
participatory approaches within principal stages throughout die project cycle, and within an
overall business strategy which addresses social responsibility. We consider how community
participation can be of value to companies throughout the tendering process, from initial
response to operation in the field. The document also describes trends emerging in the
international water industry, again focusing on the importance of participatory approaches,
suggesting how companies can respond in order to meet new challenges. The document then
concludes with suggestions on how stakeholders can work together to achieve the benefits of
community participation in the industry.

Although participatory approaches offer widespread benefits, we are primarily concerned
with the participation of the urban poor in private sector participation in water systems.
The wealthy are generally able to articulate their concerns, but it is to the poor, who constitute
a non-standard group of consumers, that participatory approaches offer greatest benefit.

Throughout the document, references to water supplies, services and systems include both water
and wastewater, i.e. the supply of water to, and the removal of waste water from premises.
Water supply should be considered in the wider context of urban infrastructure development,
which includes sanitation, housing, transport, energy etc.

1.1 The importance of the private sector in development

We take for granted the ability to turn on a tap at any time of day or night to get safe, clean
water. However, in developing countries water itself is a scarce commodity, giving it a high
profile in development.

"Access to a safe and affordable supply of drinking water is universally recognised
as a basic human need for the present generation and a pre-condition for the
development and care of the next. Water is also a fundamental economic resource
on which people's livelihoods depend."

Guidance Manual on Water

Supply and Sanitation

Programmes. WELL

Department for International

Development. 1998.

Introduction 0 7
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Ghana Human Development

Report 1998. UNDP. 1999.

In recent years, there has been recognition of the contribution that 'non-state' actors
(e.g. private sector, NGOs etc.) make towards human development. There have also been
challenges to the role of governments as implemented of human development projects.
These two factors mean that the private sector is increasingly faced with opportunities to play
an important part in development.

"The adoption of the theme of public-private sector partnership in human
development rests on one main assumption, namely that the combination of the
efforts of public and private agencies promises a synergy that needs to be
nurtured; this would greatly facilitate the achievement of human development goals."

Private sector participation (PSP) has been identified as an effective means of sourcing the
capital, technology and expertise needed to develop urban infrastructure in developing and
transition economies. However, governments tend to be poorly equipped to deal with what is,
for many, a new way of working, and the institutional framework needed to facilitate the
promised synergy is often lacking.

1.2 The value of participation

Private sector investment in water and sewerage projects in developing countries has risen from
virtually nothing in 1990 to a total of $25 billion at the end of 1997 [Silva et al, 1998], As this
trend in infrastructure development continues, there are opportunities for extending benefits to
the poor. However, it is usually the case that the poor have no voice when it comes to
negotiating PSP at government level.

A whole discipline of poor-inclusive methods of working has been developed primarily by
the NGO and 'development' community. Many people, including major players in the water
industry, realise the value of these methods. For instance, part of WaterAid's strategy for
development is that communities should participate in the design and implementation of
rural water supplies, so those water companies represented on the board of WaterAid are aware
of the benefits of participation. Participation encourages ownership and responsibility. Increasing
participation in development activities by communities has led to more sustainable development
and more effective projects.

So on the one hand we have the proven principle that participation of poor communities in
their own human development enhances and increases the sustainability of that development.
Yet on the other hand we have the idea that the poor have no voice (or a very limited one in
some exceptional circumstances) in negotiating private sector urban water supplies. How can
the privare water industry respond to this dichotomy?

All water companies engage with communities - through customer relations and community
investment programmes. However, this is often in parallel to their core business activities.
As we have said above, this document seeks to demonstrate that integrating participatory
approaches into overseas operations can yield long term commercial benefits. It suggests that
there is demonstrable value to participation, as regularly shown by NGOs working
predominantly in rural situations.

0 8 Introduction



I
1
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

1.3 The commercial case

This document shows how it makes commercial sense to incorporate community participation
into field operations, and follows the principal stages of the project cycle - planning, build, and
operation and maintenance. It goes on to show how participation can play a role within socially-
responsible business strategies, which are increasingly recognised as contributing to the value of
brand identity as consumers become more aware of equity and social justice issues.

The evidence is based on a mixture of examples of innovative practice provided by water
companies, material made available by development agencies, and academic research. The bulk
of this is drawn from the private water sector, but this is a relatively new business, and there are
lessons to be drawn from other sectors. Although some information from companies has been
drawn from published material, much is of an anecdotal nature, gathered from interviews.
Current practice and opinion was sought primarily from water companies in the UK, with
additional input from companies in France and Africa.

The commercial case is based on a number of themes which crop up throughout the project cycle:
• winning contracts — companies will increasingly need to be able to show that they

can "do poor"
• reduction of risk - operating risk in developing countries tends to be high, and is

exaggerated by limited understanding of local culture, people, markets and business
practice; working with communities provides access to information and promotes
collaboration

• reduction of costs - innovative solutions devised in consultation can offer low cost
solutions; delegation of tasks to communities can reduce operating costs

• corporate social responsibility - companies are becoming increasingly aware of the
value of good public relations and company image, and are developing methods for
measuring their performance with regard to sustainable development issues.

1.4 What can be achieved?

Community participation will play an important role in future private sector opportunities in
urban water supplies in developing and transition economies. This report is intended to support
the industry in responding to this. It is intended to summarise the issues that must be faced, and
to help water companies position the right skills and policies so that all stakeholders benefit.
This win-win situation will enable water companies to reduce risk and costs, governments to get
effective and sustainable management of water supplies, and the urban poor to influence change
and access water services.

It has to be said that it is early days yet, and it is too early to come to conclusions on what will
constitute best practice in this industry. Although community participation in utility operations
can offer a win-win scenario, that is not to say it is easy to achieve, so practical problems and
hurdles are referred to throughout. Additional issues are also raised that need to be considered if
community participation is to be implemented in practice. Partnerships with NGOs and
community groups offer a way of accessing experience and expertise in participatory approaches.

It is hoped that this document will make a contribution towards establishing pro-poor best
practice in the international water business by raising awareness of the opportunities that exist in
PSP, by promoting poor-inclusive business practice, and by helping companies establish
procedures for field operations.

introduction 0 9
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2 Setting the scene

In this section we consider why participation of the urban poor is important to all the
stakeholders of a public private partnership.

2.1 Why the private sector has become Important in developing country
and transitional economies water provision

Many public sector industries in developing countries have suffered from years of neglect,
underinvestment and mismanagement - water and sewerage are no exception. Within some
circles, the private sector has recently been hailed as the most effective means of improving these
services. The emphasis of the World Bank and other donors on PSP means that governments are
now presented with an opportunity to delegate responsibility to the private sector. Nevertheless,
no matter how much operational responsibility is shifted onto the private sector (see PSP options in
Table 2 and Table 3), overall responsibility for ensuring that water and sanitation services are
provided remains widi governments. Therefore, as private sector involvement increases, a governments
role (at both national and local levels) needs to shift more from implementer to regulator.

Handing over public services to the private sector is a political act, and carries weighty political
baggage. On the one hand, governments want to provide improved services, and to gain credit
for successful private sector involvement. On the other hand, there are ideological constraints
associated with handing over control of essential domestic assets to foreign powers, not to
mention the fears and mistrust of private companies. This is the environment in which
international water companies are trying to operate.

Utility operations are fundamentally different from those of other multinationals. Multinationals'
involvement in developing countries tends to either be exploitative, making gain from natural or
labour resources, or a general involvement in the market. For the former, community involvement
tends to be restricted to benefit sharing activities which are unrelated to core business activities.
For multinationals selling products into a market, consumers make their voice heard through
purchasing choices. In contrast, utilities need to sell to local communities, and those communities
want to buy services provided by the utilities. We will see that even though utilities seemingly
have a "captive audience" diere are considerable commercial advantages to participation, including
reduction of costs, reduction of risk and long term ownership. (This is explored further in
sections 4, 5 & 6.)

Added to this commercial imperative, international companies generally respond to tender
requests posted by governments. Governments, in turn, generally respond to conditions imposed
by donor institutions. PSP has been identified by these institutions as a means of improving the
provision of safe water supplies, and to this end the private sector is expected to:

• implement effective management
• improve quality of supply
• provide investment in refurbishment of networks and plant
• provide sustainable water supplies
• bring investment to extend services.

2.2 Water, donors and development

As we have said above, governments generally respond to conditions imposed by donor
institutions. The private sector is in business for profit. However, there is also a growing global
civil society that is seeking to systematically reduce poverty and is influencing donors to that
end. A set of targets related to reduction of poverty has been set by the international community
and agreed to by every member of the United Nations. These are known as the international

1 0 Setting the scene
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development targets and achievement of these will require a multi-sectoral approach. The British
Government's Department for International Development (DFID), for instance, summarises
these targets in the 1997 White Paper. Although the elimination of poverty is the overarching
goal of the UK DFID, the targets are inter-dependent and water is of great importance to the
achievement of many of the goals.

a reduction by one-half in the proportion of people living in extreme poverty

by 2015

universal primary education hi an couoWe» by 2015

demonstrated progress towards gander equality and me empowerment of women

by eliminating gender disparity In primary and secondary education by 2005

» reduction by two-third» In the mortality rates for infants an* chitdrwt under age 5

by 2015

access tlMoufili ttio printary iwaltfi-care system to reproductivo health services for

all individual» of appropriate ages as soon as possible and no later than the year 2015

by 2003, so as to ensure that current trends In the los» of environmental rescHirces ar«

effectively reversed at boatgfobal and national levels by 2015

In support of these targets, DFID has also identified the need to establish realistic indicators
and targets for the water sector in particular. They propose the following specific targets:

• to have comprehensive policies and strategies for integrated water resource management
in process of implementation in 75% of countries by 2005, and in all countries by 2015

• to reduce the proportion of people not having sustainable access to adequate
quantities of affordable and safe water by half by 2015

• to reduce the proportion of people not having access to hygienic sanitation facilities
by half by 2015.

It should be recognised that water services aré an integral part of wider urban development
programmes. Urbanisation is itself a well defined development sector in which steps have been
taken to include the poor in upgrading other aspects of urban infrastructure. The implications of
this are that private companies may be able to make use of resources and community structures
pertaining to non-water sectors, and multi-utility companies may be well placed to take an
integrated approach to infrasttucture development.

In Section 4 we consider the growing role of the private sector in development-funded urban
water programmes. Companies need to be familiar with the targets that donors are working
towards, as these will guide PSP arrangements arising from development funding. Companies
should also be aware of key policy fora and high level conferences where water is high on the
agenda, as they will need to respond to developments within the international donor community.

Good governance is another theme that is currently being promoted as a means of encouraging
social and economic development. Governance in the interests of the people is only possible through
the active participation of the people. So democracy, or more importantly, transparency of
democracy, is one of the central themes of good governance. Transparency can only be achieved
if political processes engage the electorate at all levels of government, and democracy can only be
effective if civil society is strong enough:

Development Targets

Eliminating World Poverty:

A Challenge for the 21 st Century.

White Paper on International

Development. 1997.

Addressing the Water Crisis-

Healthier and More Productive

Lives for Poor People.

(Consultation document.)

Department for International

Development. 2000.
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Participants at the 1994 Miami

Summit of the Americas. Building

a Framework for Consultation

and Public Participation: draft

discussion paper. Sustainable

Development Department. 2000.

"[a] strong and diverse civil society, organised in various ways and sectors,
including individuals, the private sector, labour, political parties, academics, and
other non-governmental actors and organisations, gives depth and durability to
democracy [and] a vigorous democracy requires broad participation in public issues."

It is, therefore, becoming increasingly recognised that the poor, as beneficiaries, have the right to
shape and influence die development processes which affect them. Participation, and what it means
to different people, is discussed in Section 3. As companies become involved with poor communities,
they will be expected by donors to contribute to good development practice by promoting
participatory approaches, and by playing an active role in strengthening various stakeholders that
make up a strong and diverse civil society. (This is discussed further in Section 8.)

2.3 Stakeholder analysis

We have already mentioned governments and the private sector companies, but there are many
other stakeholders. These and other stakeholders are presented in Figure 1, along with an
indication of the nature of relationships between them. The strongest links are those where one
stakeholder is directly accountable to another, although less formal relationships can also be used
to exert influence, and to gain access to other stakeholders.

Governments often appoint consultants to assist them with the preparation of PSP
arrangements. They will not only advise on appropriate models for private sector engagement
and prepare information for the tendering process, but can also advise on changes that need to
be made to regulatory and legal frameworks in order to facilitate PSP.

Local government and municipal water authorities are closely linked, and tend to be involved in
any PSP option. As the provider of services they have links to customers, although these may be
weak where service provision is poor. The diagram reflects the subcontracting of local companies
by international water companies, and also the engagement of local companies with low-income
communities. These may, however, be quite different types of company, so this does not
necessarily represent a direct link through to low-income communities.

There may be little to distinguish between community groups and civil society organisations,
although the latter tend to be more formal organisations. Many local interest and self-help
groups are made up of women, and women are often heavily involved in the informal private
sector (e.g. market stalls, agriculture etc.), so these may indeed be considered as an integral part
of low-income communities. It should also be borne in mind that responsibility for domestic
water generally falls to women, so it is important to recognise that links to low-income
communities should focus on women.

Note that direct links are lacking between national level stakeholders and target communities, but
that indirect links can be made through the largely informal relationships that exist at a local level.

1 2 Setting the scene
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coitimunrty groups

Accountability relationship
Access and influence links

2.4 Models for private sector engagement

The broad categories of contract through which international companies are engaged are
presented in Table 2. Most international contracts are either specific consultancies, or of the
concession type where companies are expected not only to manage operations, but also to invest
in systems, and to recover their costs over an extended time period. There are relatively few
examples of privatisation, or divestiture, along the lines of the UK industry, as it is generally
regarded as politically unacceptable to transfer assets into foreign ownership. Chile is one

Figurai

Stakeholder relationships in

urban water provision

(developing country context)
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Table 2 Allocation of key

responsibilities undw the

main private sector

participation options

Toolkits for Private Participation

in Water and Sanitation.

The World Bank.

http://www.worldbank.org7ntml/

fpd/wstoolkits/

example where this has been done, but ownership is usually joint between national and
international companies. In practice, the distinctions between these categories are blurred, and
each contract uniquely reflects the needs and context of each individual situation.

Indefinite {may I » ;i
"la

. ffenltiNf by Woftusc) _ I

B o x 1

In order to overcome issues of mistrust (electorate of company, company of profitability,
regulation of PSP), a management contract can be awarded under which the company simply
manages an existing business — network, plant, resources and customer base. It should be borne
in mind that most governments also have little, if any, experience of PSP, and a short term
(e.g. 5 years) management contract offers them an opportunity to gain experience and to prepare
regulatory frameworks for longer term arrangements. The involvement of Severn Trent Water
International in Trinidad and Tobago illustrates how this theory can run into complications
(see Box 1). Management contracts can also be awarded as a means of securing donor funding,
where donors want assurance that projects will not run into mismanagement problems.

a form of concession that wo«W be

lblltty for tne provUion of services

bad been hawiy to a»wn! thBming government

native to WASA. Subse^irt neo^

attractive to both the govemimnt s N concesstenalm,
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2.5 Opportunities for community participation

So against this backdrop of privatisation with its potentially political atmosphere, conditions
from donors and multitude of stakeholders, how can a private company be expected to include
the community in the process? We will construct our presentation around the following model.

Water utility activities can broadly be categorised according to the principal stages of the project
cycle, as illustrated ¡n Figure 2:

• planning- for extending service provision to new areas, or developing new plant
installations (e.g. sewage treatment works)

• build I rehabilitation - undertaking engineering works on the ground; ranges from
highly technical work (e.g. refurbishing treatment works) to unskilled, labour
intensive tasks (e.g. laying small diameter local network pipes, meters, tanks etc)

• operation and maintenance — system and customer management (e.g. meter
reading, revenue collection, leak detection and repair)

• monitoring and evaluation - checking water quality, security of supply,
checking against targets and standards.

Table 3 represents in general terms where responsibility for each stage rests under a range of PSP
options. Where it is indicated that responsibility lies with the public sector, specific tasks and services may
well be delegated to the private sector, but overall responsibility remains with public administrations.
It shows that operation and maintenance is the stage in which the private sector is most likely to engage.

Figura 2

Principal stages In the

project cycle

Table 3

Primary responsibility within

PSP options

Setting the scene 15
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Figure 3 Potential of

participation within stages of

the project cycle

Participatory approaches offer benefits within each stage, although the potential is greater in
certain stages. When adopting participatory approaches, the following three key features need to
be considered (see Section 3.1):

• information exchange - which way does information flow?
• decision making - who makes decisions?
• capacity building - how can the target community be built up?

Figure 3 illustrates the potential for each of these within the principal components of the project cycle.

Planning

Build/

rehabilitation

The design of participatory processes will, therefore, depend on the nature of the private sector
involvement. For example, this diagram illustrates that engaging with communities to exchange
information is of universal benefit, whilst the contribution of communities to decision making
in the installation of piped systems may be restricted to, say, the location of standpipes.

Sections 4, 5 & 6 discuss in more detail the opportunities for community participation at each
stage in the cycle. Before we consider these details it is important to consider what is meant by
the term participation.

1 6 Setting the scene
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3 What do we mean
by participation?
In the recent past, it was realised that technological solutions needed to be "appropriate" in order
to contribute to development. However, technology alone was evidently not the answer.
Sustainable improvements to living conditions depended on socio-economic factors. Getting
people involved and owning the changes proved key to the improvements being long lasting.
Participatory Rural Appraisal (PRA) methods were developed to find out more about the
priorities of the poor themselves. PRA methods are designed to tap in to the wealth of technical
and social knowledge available within communities, and to stimulate ownership. Techniques are
largely visual, using locally available materials, to help non-literate people express themselves.

But what happens with information gathered through participatory methods? If information is
merely "extracted" by an external agency and thrown into a design process, the end product may
well be quite different to what the community envisaged. Over the last few years there has been
an increasing awareness among development practitioners that the participatory processes of
development should lead to communities taking action for themselves. Action is the important
point - it is the ability of people to make decisions independently of external agencies that
makes a real contribution towards sustainable development.

"Participation is a process through which stakeholders influence and share

control over development initiatives and the decisions and resources which

affect them."

So what do we mean -when we advocate participation of the poor? Participation means different
things to different people -Table 4 presents a range of levels of participation.

Definition given by the UNDP

Participation Thematic Group.

i
i What do we mean by participation? 17
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Table 4

Levels of participation

Í--

Characteristics

People participate by being toM what is going to happen or has already

happened. It Is a unilateral announcement by an administration or project

management without listening to people's responses. The information

being shared belongs only to external professionals.

People participate by answering questions posed by extractive researchers

using questionnaire surveys or similar approaches. People do not have the

opportunity to influence proceedings, as the findings of the research are

neither shared nor checked for accuracy.

People participate by being consulted, and external people listen to views.

These external professionals define both problems and solutions, and

may modify these in the light of people's responses. Such a consultative

process does not concede any share in decision making, and professionals

are under no obligation to take on board people's views.

People participate by providing resources, for example labour, in return for

food, cash, or other material Incentives. For instance, much oo-farm

research falls in this category, as farmers provide the fields but are not

involved in the experimentation or the process of learning. It Is very

common to see this called participation, yet people have no stake in

prolonging activities when the incentives end.

People participate by forming groups to meet predetermined objectives

related to the project, which can involve the development or promotion of

externally initiated social organisation. Such involvement does not tend to

be at early stages of project cycles or planning, but rather after major

decisions have been made. These institutions tend to be dependent on

external initiators and facilitators, but may become self-dependent

People participate In joint analysis, which leads to action plans and the

formation of new local institutions or the strengthening of existing ones.

It tends to involve interdisciplinary methodologies that seek multiple

perspectives and make use of systematic and structured learning

processes. These groups take control over local decisions, and so people

have a stake hi maintaining structures or practices.

People participate by taking initiatives independent of external institutions

to change systems. They develop contacts with external Institutions for

resources and technical advice they need, but retain control over how resources

are used. Such self-initiated mobilisation and collective action may or may

not challenge existing inequitable distribution» of wealth and power.

Source: Pretty (1994), adapted from Admit at at (1992)
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3.1 Characteristics of participation

The level at which participation is pitched (see Table 4) depends on both objectives and
constraints. There are three key features of participatory processes which need to be considered
when designing processes, and which determine both the impact of community involvement,
and the long term benefit to communities:

information exchange- direction of information flow can be from agent to community (e.g.
explaining a project), from community to agent (e.g. assessing willingness to pay), or both ways.
Processes can structure locally available information, and provide access to external sources.

decision making— ranging from all decisions taken by external agent, through information
from the community used as an input to the decision making process, to delegation of decision
making to community based organisations. Processes can facilitate community decision making
by stimulating awareness of issues, providing access to information, and structuring decision
making processes.

capacity building- processes themselves can help build organisational capacity (e.g. social
organisations and structuring of information), and help people identify problems and solutions.
In addition, processes can include a participatory approach to education and training in specific
skills (e.g. finance, plumbing.)

Some practical issues to be considered when designing participatory processes are presented
in Section 8; additional information on general rules, how to get things going in the field, and
useful participatory tools are given in Appendices,

3.2 Section summary - What do we mean by participation?

We have seen that the word participation can have a range of interpretations. The process of
participation could involve only information exchange from the company to the consumers, or
it could mean the consumers are involved in decision making. There are a number of levels at
which a water company might engage with a community. We have considered that for
engagement to be meaningful, guidelines proposed by experienced practitioners need to be taken
into account. The following sections now look at the opportunities within the planning - build
and rehabilitation - operation and maintenance cycle for water companies to enhance their
operations by strategic participation of the poor.

I

I
I
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4 The implications of
participation of the
poor in planning
Irrespective of the PSP arrangement, it is national governments who arc responsible for strategic
planning regarding the management and expansion of reticulated urban water systems. In this
section we consider how community participation can be incorporated into the planning phase
of the project cycle. For this we need to understand how the rules governing private sector
involvement are drawn up. We will look at how companies have valued community participation
in drawing up their plans to engage operationally. Although options for construction, operation
and maintenance are discussed in the following sections, they are so inextricably linked to the
planning stage that we must mention them in this section. For example, we consider how issues
of tariff policy, community labour and management will all affect not only how a company
responds to a tender, but also how authorities design the tender.

4.1 Planning for private sector participation - rules of engagement?

Who sets up the rules for planning a water and sewerage system? We have seen in the context
section above that developing countries lack the finance to invest in infrastructure improvements
and that private sector participation is often regarded as a key to unlocking this finance. However,
private companies are generally unwilling to commit their own capital to ventures in highly risky
situations, which leaves the multilateral development and finance organisations, notably the
World Bank, to put up the bulk of the finance. Bearing in mind that privatisation tends to be a
highly charged political issue, this can leave governments trying to please two masters:

• donors, whose conditions for granting of finance must be satisfied
• the electorate, to whom they are ultimately responsible.

In addition, the private sector itself can contribute to the design of PSP options by lobbying for
certain conditions to be part of the contract.

Box 2

Iseen to be transparent, otherwise there coiitd bt» dh» pofltta ng/The,

|9ovemmeirt then «wit through a tendering process, hut wa« anaUe to emboare the proposals received, as the

i tender, documentation had been poorly prepared. Tney also reaflsed that thtty Irai to run the process property

I if they were to access multilateral funding, so they sought assistance. International consultants were

|*ubsequently appointed to¡draw up t ie PSftiiiMéwork ami develop l ^ documentation.

. w -J

4.1.1 The donors

We have seen above in Section 2.2 that donors are becoming increasingly aware of the role of
participation in sustainability. Where investment is channelled through governments, the
involvement of the private sector provides comfort to donors. Where direct funding is provided,
private companies can act as local partners, but will only win contracts where they can prove
they have the ability to respond to the needs of low-income target groups, and can fit in with
the participation agenda. As an example of donors making use of the private sector, a donor
paid the capital costs for a municipal system in Bangladesh, but a private sector operator was
contracted to operate the system.

I 2 0 The implications of participation of the poor in planning



4.1.2 The electorate

One can argue that the most effective means of community involvement in the strategic decision
on private sector involvement is through the ballot box - see Box 1 and Box 2. However, in
reality people vote relatively infrequently and their vote is based on a complex mix of politics,
policies, public relations and personalities. So while a government has to be wary of political
consequences from a badly planned privatisation or an opaque process, once a government has
embarked on the path of PSP, design of the most appropriate mechanism for engaging the
private sector tends to be a national level government activity. We could, therefore, conclude that
after the relatively blunt instrument of the ballot box, there is very little control by the electorate
of the details of the planning process. However there is also civil society, which is growing in
its influence.

4.1.3 Civil society - NGOs

Standing between the electorate and the government are the various expressions of civil society.
Urban water supplies have traditionally been the preserve of municipal authorities, while NGOs
have tended to restrict their operations to rural water supplies. However, there is an increasing awareness
of poverty in urban areas which means that NGOs and development agencies are increasingly
turning their attention to addressing public health issues in urban low-income communities.
As donors wish to combine institutional capacity building with a poverty-focused approach, the
traditional boundaries between utility and NGO spheres of operation are breaking down.

NGOs can play two roles - as advocates or as implemented. Internationally funded NGOs may
be advocates and a voice for the poor, lobbying governments and donors to include unserved
areas in their plans. Local NGOs or community groups may lobby municipal authorities,
thereby effectively increasing accountability to the electorate. Civil society rends to take a
broader view of needs, placing water in the context of overall urban development. Box 3
illustrates not only how local NGOs can successfully lobby municipal authorities, but also how
water services are only one part of an overall urban development strategy.

Where organisations (civil society, NGO, or government) work with slum residents to improve
setdements, the process will inevitably include the forming of several groups and committees.
Whete the private sector is involved, it should make maximum use of these existing community
based structures in participatory approaches, rather than working in isolation by appointing their
own dedicated extension workers, priming water-only information, running separate surveys etc.

The implications of participation of the poor in planning 21
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Box 3

So planning for PSP will be subject to increasing pressure for community participation from
donors, the public, and civil society. How, then, will this affect private water companies?

4.2 The tender is the key

The tender design process has to strike a balance. On the one hand are the interests of governments,
who stand to make political capital out of extending services into low-income areas, and on the
other are private companies, who are most interested in serving the more secure markets (i.e. the
rich). Each tender is different, reflecting the priorities of governments. Both price and the extent
to which companies can extend into unserved and underserved areas (within whatever cross-subsidies
regulations are given in the tender) are important factors in the bidding process. This is why
innovative service provision and revenue generation models are becoming important (see Section 6).

We should be aware that each government has very little (if any) experience of private sector
participation. Almost by definition, PSP in any particular location is a single process. It is not
done year after year, rather it is taken up and run for many years. So local civil servants rarely
build up expertise on PSP. It is therefore natural to buy in the expertise, and consultants are
contracted to draw up the tender arrangements. Consultants cost money, and initial funding is
often provided by the donors who are underwriting the risk. Therefore it is natural that in
designing tenders, consultants generally respond to donors, who in turn are trying to understand
how participation can be integrated into the overall approach.

22 The implications of participation of the poor in planning
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There is great flexibility in preparing a tender - you can put in anything you want, e.g. restrictions
on redundancies, areas to serve, tariff limits etc. For example, a contract in South Africa required
companies to use "previously disadvantaged groups" for contracting, even though these might
have had no track record or experience.

We can say, therefore, that new tenders for privatisation will include clauses on participation
and that private companies will need to respond to these demands. Will this be a problem?
Will it reduce profits? We believe not, and the next section demonstrates why,

4.3 Community participation is an asset in planning urban water systems

It has already been said that options for the build and operation project stages, considered in
Sections 5 and 6, need to be considered during the planning stage. Within these, there are many
opportunities for community participation to improve the quality and profitability of private
sector operations. This section summarises the benefits to the planning process.

4.3.1 Community participation helps get things right

There is increasing recognition of the benefits of using local participation to take into account
socio-cultural factors affecting project design, planning, and implementation. For example,
Inter-American Development Bank (IDB) studies show that programmes designed to be
compatible with local socio-economic conditions average a rate of return of 18.3% compared
to only 8% for other projects [Sustainable Development Department, 2000],

4.3.2 Community participation reduces risk

Good planning can help minimise risk. Open and transparent processes can defuse hostility and
allay fears and prejudice. As the emphasis within infrastructure planning shifts from supply side
to demand side, an understanding of consumer behaviour is becoming more important. In particular,
an accurate assessment of willingness to pay can be important in guaranteeing security of investment.

From a simple, practical point of view, there are occasions when only local entities can operate
effectively. An extreme example is areas of insecurity and civil unrest where expatriate staff are at
significantly greater risk than locals, e.g. it was the killing of European telecommunications workers
in Chechnya that achieved the political objective of bringing international coverage to the dispute.

4.3.3 Community participation facilitates understanding, ownership
and innovative design

Within the planning stage, participation may be restricted to information exchange - helping
planners to understand consumers and access local knowledge, and consumers to understand
plans and options and benefits. This facilitates understanding between all parties. However,
the potential is much greater.

At the periphery of a piped network, the skills needed to design, install and maintain systems
are commensurate with artisanal skills available in low-income areas. In this case meaningful
community "ownership" of systems becomes feasible. Communities can also become involved in
design of systems (decision making), capacity building (gaining skills to install and maintain
systems), and providing labour.
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Box 4

•

!
BOX 5

Box 6

4.4 The private sector and community participation in the
PSP tendering process

When a company is considering bidding for a PSP contract, their planning will cover all stages of
the project cycle, so issues of design, contracting and management raised in Sections 5 and 6 will
need to be considered in their planning processes. As far as the private sector is concerned, the
process formally starts with receipt of a tender invitation (in practice things may vary from this
ideal). Thereafter, there will be a number of decision making stages. Companies rely on market
testing to gather information for making decisions — understanding consumers is the key to getting
accurate information. The process may, typically, comprise the following decision making stages:

* response to tender invitation - companies need to assess local conditions and
public opinion in assessing the viability of a project (e.g. see Box 5)

I Water supply in this mountainous an» of Bolivia Is a highly «motive tew». Tim city has « rapidly growing mostly
! migrant poputetioft, and Hes In a dry valtey where ground water supplies naw been wiec-exptotted. There is a
^history of conflict with nefflhl>oum& municipalities over access to water, as water resources lay outside the oM
t municipal utility's area. Only In 1996 were the buundariM at the utility extended to Include sunoiMdnuj areas.

blfce cny hat experienced water shortages tor Hie last 40 yean, so everybody has an opinioit on water prapbms.

§ Any foreign private sector operator entérina this situation would I » unlikely to un4w*tand this contaext or

l i n e depth of feelings involved. • S# ;"H

F Price rises following transfer to a private operator ara blamed for sparking riots in the city which left six dead
¡and hundreds injured In Apr» 2000. The details of this incident are as yet unclear, but sources within the

Industry suggest that much of the ill feeling vented against the company could have been dlssapated if an
: ongoing public relations campaign had Been mounted when International Water Ltd first entered the process.

1 preparation of bid - companies can rapidly assess consumer needs and opinion
through collaboration with NGOs and community groups (e.g. see Box 6)

¡unity m in prep; bid

; A South African city issued a concession-type tender based around a system that served an affluent area,

i which was bundled with poorly served black townships - the Idea being to use revenue from the affluent area

' to cross-subsidise the townships. In preparing their bid, local joint venture company Msukamanzl employed a

. local consultant to engage with the communities in question. The first step was to identify existing community

; groups and key leaders. They then presented a range of Ideas on types of service and tariffs to these groups

(often largely women) to ask for their opinion and advice on what would work. As a result, they went on f o

. propose that communities themselves should take responsibility for design of local networks - where pipes

and outlets should go - and provide labour for installation. They also suggested that communities take

sponsibittty for organising meter readings and revenue collection.
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• design of in-country systems and operational procedures - in order to meet the terms
of tenders, private companies will need to involve users; this may best be done
through groups which have expertise in working with target communities.

"However, the government [of Bolivia] has specified that international companies
interested in bidding for the water company must have plans to connect at least 90%
of the population within 5 years. It is expected that this could only be achieved with
substantial finance and the involvement of users in the construction and management
of the networks, but it is not clear if international water companies have this
expertise as they operate higher engineering standards and do not have much
experience of working closely with users.

• day to day operations — where engagement is to be restricted to a consultancy type of role,
and companies have no direct contact with consumers, there may be little scope for
consulting communities. If, on the other hand, companies are to be dealing with consumers
(e.g. managing systems, installing new systems), a whole range of community related issues
become important, such as public relations, cost of service, local knowledge and culture etc.

4.5 Section summary

So we have seen examples of how collaboration with community groups and NGOs can enable
companies to overcome recognised obstacles facing international companies operating overseas.

"Foreign firms can offer much but must first evaluate how to tailor their investment as it
corresponds to the intrinsic difficulties of the local market In summary, foreign contractors
have several competitive advantages including the most advanced technology,
specialized services, superior quality, and better financing options. Their disadvantages,
however, include fewer local ties and connections; a limited understanding of
the language, culture, people, and marketplace; and higher operating costs".

We have suggested that there will be increasing pressure from the electorate and from donors for
community participation in private sector planning. This will result in tender documents including
clauses that insist on companies covering unserved areas in order to reduce poverty. We have
argued that the best response to this is to involve the community, thereby increasing ownership,
reducing costs and reducing risks. Community participation is actually an asset in planning
urban water systems. The section ended with examples of how companies can include
community participation in their tender response. Note how this section draws out the recurring
themes of the commercial case for community participation in field operations:

• winning contracts
• reduction of risk
• reduction of costs.

An Emerging Logic of Urban

Water Management,

Cochabamba, Bolivia. Simon

Marvin & Nina Laurie. Urban

Studies Vol. 36 No. 21999.

Box 7

US Foreign Commercial

Service and U.S. Department

of State, 1999
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5 The implications of
participation of the poor in
build and rehabilitation stages
Many PSP arrangements specify that the private sector partner is responsible for engineering
works (either new build or rehabilitation). The conventional model for getting work done is
through a contract, awarded on the basis of competitive tender.

Community participation can offer commercial advantages over this conventional process, but only
where the skills available are appropriate. This tends to be at the small-diameter local distribution end
of network systems - large-diameter pipelines and central plant generally require highly skilled
labour and expensive plant.

5.1 Community participation In contracting

Contracts are usually based on a triangle of actors:
Promoter - plans, specifies, and pays for the work
Engineer- ensures that the work is done satisfactorily, mediates conflicting

interests of Promoter and Contractor
Contractor - does the work.

Where a service is retained in the public sector, all these functions may be held within ministry or
local government structures. In the case of a PSP arrangement, the promoter will be the private
sector partner, and engineering and contracting services are most likely to be drawn from the private
sector. The process of contracting is regarded as the best means of achieving the project objectives:

cost- getting the work done at best value cost
time - getting work done within a planned schedule .
quality- getting work done to a satisfactory standard.

5.1.1 The Intended benefits of a contractual process

Awarding contracts through competitive tender enables promoters to procure works at a realistic
cost - the competitive process is intended to eliminate excessive profits. The competition process
provides a means of "showing" that costs are realistic, and that contracts are awarded "fairly" on
the basis of value for money. These issues of transparency and accountability are most important
where it is public money that is being spent.

Where the operation of systems is contracted out to the private sector, it can be argued that it is
still essentially the publics money they are spending - albeit raised through tariffs rather than
taxes. In some respects, private companies may be subject to greater scrutiny than public bodies
(e.g. financial records), but in others they may not be subject to the same procedural constraints
(e.g. competitive tendering) - it depends on legal and regulatory requirements. Nevertheless,
bearing in mind the political sensitivities associated with water supplies, it is good public
relations practice to ensure that contracting processes are ttansparent.

26 The implications of participation of the poor in build and rehabilitation stages
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However, in the recent past there have been two major flaws in the application of this approach
¡n developing countries:

• It is only effective where contractors compete against each other. Risk minimization is
often a higher ranking priority than profit maximization in developing countries, with
the result that contractors may work together to ensure that all survive. Work may
effectively be "shared" between contractors, so lowest cost is not achieved in practice.

• In the absence of realistic and enforceable standards, none of the actors in the contracting
process has a vested interest in the quality of work. It is the consumers who later pay
the penalty for poor workmanship in terms of leaks, contamination etc.

5.1.2 Involving the community in the contract

Community partnerships offer an alternative mechanism through which the Promoter can procure
services. Community organisations may assume any or all of the functions in the triangle:

• promoter - communities may be invited to design and install their own local
distribution system (see Box 6)

• engineer - communities are best placed to monitor progress and quality of work, and
could take responsibility for management of community based contractors

• contractor — low-income communities could provide labour.

As the community might be any part of the triangle, the triangle of actors no longer represents
the relationships in community partnerships and a more flexible model is required.

There are considerable benefits in getting involved with community partnerships. Benefits may include:

• community members have a vested interest in ensuring that work is carried out
properly - possibly leading to good quality control

• payments contribute direcdy to the economic development of low-income neighbourhoods
• enterprise development opportunities
• access to local knowledge
• less risk of disputes with beneficiary community.

However, there are also problems associated with these partnerships. They may include:

• it can be difficult to legally define responsibility and accountability
• an unskilled workforce will need training
• community based contractors need close monitoring to meet national standards
• payment mechanisms may not be straightforward
• resistance from trades unions
• workforce might be unreliable if contracted on a casual basis
• time delays.

We will now consider the benefits and problems in more detail.
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5.2 Customers have a priority interest in quality control.

The reliability and quality of a water supply depends on the quality of work done by the installation
contractor. It is, therefore, in the interests of consumers to ensure that works are carried out to a
satisfactory standard. Quality control ultimately lies in the hands of the contractor, although che
promoter is responsible for specifying standards, and the engineer is responsible for enforcing these
standards. Technical standards need to be realistic and appropriate - unnecessarily high standards
(e.g. European standards) may be unachievable, and can stifle innovation if too prescriptive. If
recognised standards are not available, then the issue of quality becomes subjective and is consequently
difficult to enforce within the legal framework of a contract. However, it can be argued that it is
also in the interests of the following primary players to promote quality:

• Promoter— it may be that private operators embarking on long term relationships will
uphold quality standards, recognising the positive contribution this makes to public
relations, which is of commercial value to a long term strategy. However, within the
cash-strapped public sector, price tends to take priority over quality.

• Contractor- although contractors would normally rely on a reputation for good work
to secure further contracts, this is not the case in a non-competitive environment (see
Section 5.1). In an environment of poor business practice, cutting costs is also likely
to take priority over quality.

This leaves the customers as the only stakeholders with a priority interest in quality. Putting right
a poorly installed system is more costly and time consuming than installing it correctly in the
first place. Involving low-income communities in installing systems can, therefore, provide a cost-
effective means of ensuring well installed systems.

This does not mean that there is no role for the engineer. The engineers role requires an understanding
of engineering practice, and experience of contractors' tricks. The community are not professionals,
but there may be a case for involving communities in monitoring activities. They are "on-site" all
the time and a strategic and informed commission to key community stakeholders to monitor
the contractor may be appropriate and effective.

5.3 Community involvement can reduce costs

There are a number of cost implications associated with the use of private sector contractors:

• profit - promoters will pay a profit component over and above the costs of service provision
• transport - contractors will not be based at the works site, so promoters will be expected

to pay the cost of transporting personnel and equipment to the installation site
• low efficiency / excess profit - as a result of non-competitive practices, the tendering

process may not be effective in achieving low costs, as discussed in Section 5.1.

By comparison, community labour is available at lower cost, and on site. For example, Durban
Metro estimate that sourcing labour from local communities, which tend to have high unemployment
rates, results in project costs of 60% of conventional construction methods; a spin-off of this approach
is community support for projects, which is especially important in areas which are subject to violence.

This approach requires some cost allowances for:

• training — adequate quality of installation can only be achieved if labourers are given

training in the skills required

• management - community labour may require closer supervision and management

than experienced contractors.
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As the above example shows, however, even with these extra costs it is possible to make
considerable savings over a more conventional approach

5.4 Economic development of low-income neighbourhoods

The most obvious role for community involvement is through the provision of labour. As we have
said above, community labour is generally unskilled and will have little experience of installing
water systems. Without adequate training factored into the overall costs, use of local labour can
be disappointing. For example, Senegalese des Eaux (SDE) in Senegal (part of SAUR group) will
no longer use community labour - in their experience in Africa, communities could not provide
adequate quality or get work done in time. This is not the experience of other companies in other
countries (e.g. South Africa) and can be overcome by providing adequate training to community
based labour forces, along with careful supervision of installation works as mentioned above.
This training then provides capacity building within the community as labourers gain valuable
generic knowledge e.g. the value of quality and safety.

Using community based labour could also provide enterprise development opportunities within low-
income areas. Project funding will directly benefit these areas, making a contribution to overall economic
development. In this way, project funding (often sourced from a development agency) can achieve a
double impact — providing water supplies, and stimulating economic development in deprived areas.

5.5 Local employment - not always a smooth road

We must acknowledge that employing the local community does not guarantee that there will not
be problems, but then often the relationship between promoter, engineer and contractor also has
its complications. Let us consider some of the more common problems that need to be factored
into the contract.

5.5.1 Trade unions

Local unemployment is one of the major issues that international companies have to face. While
the expectations of the private sector involvement in the water sector include improved efficiency
and reduced costs, much opposition to PSP is based on fears associated with redundancies.

"Where there have been large scale privatisations of whole water facilities through

contracting out, notably the two largest in the region, in South Australia and the Philippines,

or of electricity plants or facilities, as in Pakistan or the State of Orissa, they have

been vigorously opposed by trade unions and employees, in some cases as part of

wider community based campaigns. This opposition derives from the perceptions or

expectations of a number of general features of privatisations. In the case of the

impact of utility privatisation on labour and the potential Impact on consumers, this

report shows that some of these concerns appear to have substance."

The most effective weapon companies have to resolve this conflict is public relations. Only by explaining
the link between employment and costs, and by justifying redundancies, can operators dispel public
antipathy (assuming redundancies are indeed justified). Although likely to meet opposition from
trades unions, the use of local labour from low-income areas will bring positive public relations benefits.

ILO Interdepartmental Action

Programme on privatisation,

restructuring and economic

democracy.

Labour and social dimensions of

privatisation and restructuring -

Public utilities water, gas,

electricity. Part 1 : Africa/Asia-

Pacific-Pacific Region. Edited by

L. de Luca
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5.5.2 Mutual benefit

Communities could well regard employment agreements with international companies as an
opportunity to exploit a bottomless pit of money. The mutually beneficial nature of the relationship
needs to be understood clearly, and the contracting process needs to be transparent. Engaging
community labour will provide opportunities for communication and information exchange,
yielding wider public relations benefits - the importance of this is discussed in Section 6.1.

5.5.3 Legal implications

A contract serves as a legal document for enforcing agreements. Local labour is generally unfamiliar
with legal procedures, and is ill prepared for engaging on a legal basis. There is scope for investigating
innovative structures for enforcing agreements, but until proven, these will carry a degree of risk.

If disputes are to be avoided, it requires clarity in the responsibilities of all players, including a
clear chain of responsibility and accountability.

5.5.4 Day to day management

By its very nature, local labour agreements are temporary. People's long term priorities will, therefore,
remain with their established income generating activities, with the result that local labour may be
unreliable. Account needs to be taken of associated priorities, e.g. harvesting and planting times,
festivals, local meetings etc.

There can be difficulties associated with making small payments to a large number of labourers,
especially if they are not accustomed to dealing with cash. Care is needed in the design of accounting
systems for the distribution of payments, to prevent opportunities for embezzlement and claims
of non-payment.

Care must be taken when designing local labour agreements that methods for recruiting labour
and for making payments are not subject to abuse by local leaders.

5.6 Section summary

We have proposed that a community can play a role in being either part of the promoter, engineer, or
contractor within the build and rehabilitation project stage. We need to adapt the conventional
model slightly to be able to place the role of the community in it.

We have seen that there are considerable advantages to including the community in the build and
rehabilitation stage, especially at the small-diameter local distribution end of network systems.
These can include quality control, cost reduction, public relations and long term community
ownership. From a broader perspective we have seen that community involvement can result in
economic development for the community, capacity and skills building within the community,
and added value to project funding.

Community involvement in the build and rehabilitation stage requires a slightly different approach.
Contracts must make provision for adequate training of the community, but even with these seemingly
extra costs, the total project costs can be reduced when compared to a conventional approach.

In investigating community partnerships in a wide range of low risk and routine urban infrastructure
projects, Cotton et al [1998] commented that there is a "lack of published material and guidance on
the many different approaches which have been adopted in infrastructure procurement". A best
practice guide has yet to be developed, but this is merely an opportunity waiting for those who
undertake community partnerships in build and rehabilitation contracts.
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6 The implications of
participation of the poor in
operation and maintenance
This section considers the day to day operation of water distribution systems - delivering an adequate
service to customers and collecting revenue in return. We have already covered aspects of community
involvement that effectively affect operation and maintenance issues. Ownership of systems is
determined by the nature of the PSP arrangement (see Table 2). Ownership is possibly the most
important factor in the success or otherwise of community participation. We will mainly look in
this section at some of the innovative ways a community can work with a private water supplier
to ensure low income areas are serviced effectively.

6.1 Ownership

Sustainability is the watchword when planning infrastructure improvements. Short term consultancy
type contracts in particular carry the risk that technology and knowledge are not effectively transferred,
leaving little long term benefit. Professionals in international companies express frustration that
clients (water and sanitation authorities) do not "buy in" to the techniques and practices provided
by the private sector. Involvement of stakeholders at various levels can help water authorities
respond to consumer needs, and embed a user-centric approach into operating practice.

With regard to consumers themselves, participation and ownership are closely linked - communities
will only get involved if they feel some "ownership" of a project, yet at the same time participatory
approaches can help communities to "buy-in" to a project. For example, one of the major problems
that Suez Lyonnaise des Eaux have to deal widi in Senegal is vandalism and theft of network components.
They have identified one of the principal benefits of community involvement is in changing attitudes
within communities to realise that utilities provide a public service which is of benefit to everybody
within communities. Participatory approaches can facilitate this buy-in by prioritising water
within a mix of local needs, and exploring ways in which utility services can benefit the community.

We have considered the benefits of community "ownership" in terms of management and social
issues. In practice, more fundamental issues include investment and profit. In the example given
in Box 8, communities participated in planning, build, and management, but were given an
incentive of* reinvesting profits into their community. When working with communities, companies
need to consider carefully whatever investments are made by communities - in terms of cash,
time, and effort — and to recognise that they will seek a return on this.

The example in Box 10 draws the distinction between community participation motivated by communal
self interest, and sourcing of services from within communities. Companies can benefit from both,
but the former requires the community to feel a sense of ownership of the system, and will only
work if the community itself profits. In practice, ownership may be determined by the type of
contract awarded and the legal framework.

Water raises funds for community programmes ; :'•:.
PHILRADS works with migrant communities hi Cebu, Philippines, wfco live In marshlaiîd ami foreshore slum ,

arms without bade urban facilities (roads, water supply and drainage). Residents worked wfUi PHILRABS to

bring pipad water to communal outlets. They surveyed then- own land and pipeline routes, ami then laid tha

tow pressure pipeline. Outlets are managed by water associations (of around 30 persons each) made up of

those residents who Invested In the installations. Tne water associations saB to both members and other residents^

The moiwy raised covers cost*, and the remaining profits anused to fund further cemnwnify actto

Box 8

from: Teartoad project summary shùtp NUUIAOS Mm* grant 2000
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6.2 Policy framework

The active involvement of the community in what has traditionally been a public sector responsibility
requires a more flexible approach, and legal and regulatory frameworks need to change to reflect
this. For example, the Regional Engineer's Office in Arusha had to lobby for five months to be
allowed to use unregistered contractors for road maintenance (see Box 10). Examples from the
water sector include the banning of private sector operators from collecting revenue, and
restrictions on the time period over which services can be contracted out to the private sector.

Local village by-laws can be important in mobilising community participation. For example, some
villages have by-laws requiring all able-bodied adults to donate a fixed number of days each year
for community service. Many of these by-laws still apply in low-income areas on the edge of cities
and towns. However, we must also realise that many urban areas are populated by people from diverse
ethnic origins and with multiple traditional laws. So to rely on local by-laws may not be feasible.

Having reminded ourselves of the importance of ownership let us consider innovative ways in
which community involvement might help with service delivery.

6.3 Opportunities for innovative service delivery

The conventional arrangement for service delivery is the metered customer, but this is only appropriate
where people can afford the connection charge, and their premises are suited to a supply of running
water (e.g. adequate sewage disposal facilities). Alternative arrangements are, therefore, needed in
low-income communities. For examples, in a recent bid in South Africa, STWI worked with community
groups, many of which were largely made up of women, to identify a range of workable levels of service:

• semi-public standpípes - metered and lockable, under the control of a water bailiff
who is responsible for all consumption but makes a profit on sales

• storage tanks through network distribution points — tanks are located next to homes,
with 50 - 90 households connected to a central manifold. A water bailiff from the
community opens the manifold valves each day to fill the tanks. Supply is limited to
a tank full per day (see Box 9)

• roof tank systems - a 175 litre water tank is installed in the roof space of the house,
and is supplied directly from the water main in the street through a flow restrictor.
Tanks reduce peak demand on the network, but the consumer also has an unlimited
water supply, available 24 hr/day; supply is metered

• full pressure system — unlimited supply at mains pressure (conventional supply).

Sometimes working with piped systems (e.g. standpipe operators), and sometimes working in
parallel (e.g. water truck operators), the informal water sector has proved effective in meeting
needs in low-income areas, and utilities stand to gain from working with these entrepreneurs (see
Box 21). Bringing them into the formal sector will also help to squeeze out those rogue
operators charging extortionate prices. How this is achieved in practice (e.g. licensing) will
depend on the policy framework, discussed above in Section 6.2; the political implications of
such a move are also considered in Section 8.1.
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Box 9

6.4 Maintenance

Maintenance labour can be sourced through communities rather than conventional contracting
companies. The example in Box 10 is taken from experience of road maintenance in Tanzania,
where the government could not afford adequate maintenance, and illustrates how innovative
approaches can be effective in mobilising community based services on a commercial basis.
Community based services can be cost effective, and Box 11 gives details of savings made
through a community management scheme.
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Box 10

Petty Contractors" prove cost-effective in

«sustainable road ntabrtenaiice

One approach to; mobilising the private setter;*j$ tous* regateo* contract^

-atícnsaU» tomato be based utthe mai» mAm.iîtthe. région, which imposedunnecessary transpon -

mM mahltenance work. Mother approach waa t«i ose villagers by setluig up community groups, but

* cpmmunlty groups wow dlfBeuH to identify and took a Jong time to mobilise and recruit

• Internal oT*p«es,lm^-ups and argumemsbetwee» groups m^

labow was UnsMM and

• Bruited capital and poor üuaOy tMb ted to delays airttnefjldentwrWng practices.

the project finally opted for "petty contractors" - In reojstered Inoivlduals wtw Hve along the road, m most cases

they are retired works staff or busnets-people Bving on the road; ttte system works on a large number off smalt

contracts, which can be awarded without the need for approval from regional authorities. This small scale approach

contracts covering up to 10km of road means that many contractors benefit, and a sense of "ownership" is

InviBagc&l^iMureivhavewfojinM , ,

nialnte«aitceactr<a^,ln^

; The programme Is not without problems:

rafe * contractors are relatively unskilled and need considerable training and supervisión

U p - • the selection of contractors by village representatives is not transparent and the process Is open to abuse ^

- ' ' • contractors have limited capital and many opérations ara handicapped by the lack of good tools

• Petty contractors and labourers see road maintenance purely as a way to earn money. This Is quita distinct from the

^maintenance of village roads, where the key issue is ownership - villages have a sense of ownership of these roads,

- a n t i they take communal responsibility for repairs.

The use of petty contractors has been relatively successful for the routine maintenance of both paved and unpaved

roads. They help minimise costs, being much more cost-effective than the old system which involved the Ministry of

: Works, and more accountable for the standard of work carried out They are less costly than the use of private

^registered contractors, and roadside communities have benefited financially from road maintenance activities.

Community Participation in Road Maintenance. Case Study No.1 The Arusha Community Contractors Programme.

DFIDR6476.n Transport lid. March 1999
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7 -W*"^T ^ w.Wl̂ ffff"f "W^IM^f^i^? W ;̂ ' íf^í*^

the recently • conttrtictea Ramraj multi-viuage water Buppiy was leased, oy UPJ

Monthly O&M Income and Expenditure of UPJN and Ramraj

A Comparison of 350 Househofd Connections

Ramraj SocietyEstimated expenditure

Ehjcfejfóty

Bleaching powder

Staff <^ÉÉÉ

Pipeline repair

Pumping plant repair

Total: -M

Revenue (the monthly water charge per household is fixed f

at Rs40 and Hs18 for the society and UPJM respectJvaly)

N61 HSVwWv

Community Participation In Road Maintenance. Public Sector Water Coqjorafon Leaœ out 0&M to Users (Metmit,
India), fíekt Note. Water and Sanitation Pmgmmm. 1999 . ^ ^

6.5 Revenue streams

As with service provision and operation and maintenance, extending into low income areas requires
alternative approaches to revenue generation. There are many possibilities; the following are given
as examples to illustrate the point that innovative solutions can provide mutually bénéficiai results.

6.5.1 Franchising

Utilities have traditionally engaged directly with customers. Administration costs are incurred in
transacting with remote customers, and diis imposes a minimum cost threshold. Setting up a
community based franchise (e.g. semi-public standpipes in Section 6.3) enables the utility to serve more
people through a single transaction point. Franchising can offer benefits to both utilities and
consumers in terms òf increased sales and reduced prices respectively — see Box 12. The water
bailiffs referred to are usually small stall traders, who can supplement their income from water sales.

Franchising of telephone services

i The cost of phone connections is a major obstacle to Improve access throughout the developing world.

: Sonatel, the privatised telecommunications provider in Senegal, has tackled the problem by franchising

services to small scale private entrepreneurs, and offering premium rate tariffs. These have been so

successful that franchisees now account for 10% of telephone lines, but these lines account for 40% of traffic.

The result is that everybody wins - Sonatel increases sales, entrepreneurs make a profit, and low Income

communities gain access to low cost phones.

Box 11

Box 12
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Private Sector Participation in

the WUer and Sanitation Sector.

Private Waters? - a bias toward

the poor. Richard Franceys.

WEDC, IHE. OFID Occasional

Paper No. 31997.

6.5.2 Service standards

The standards of service provided can be pitched to meet different needs — see Box 9. In low-
income communities, people do not necessarily need water on tap 24 hours a day at a given
pressure - a sufficient quantity of cheap water is more important.

6.5.3 Tariff structures

The concept of flexible tariffs to suit consumers with different needs is well established, e.g. electricity
companies offer a wide range of tariffs such as off-peak, industrial and seasonal-time-of-day tariffs.
Tariff structures generally correspond to standards of service, but rates also depend on subsidies,
institutional set-up (e.g. geographical extent of utility), and type of management (e.g. community
management rates can be higher - see Box 11). Putting together packages to attract the private
sector can inadvertently penalise the poor:

There is a recent example in Metro Manila where, for the sake of competition,
the supply area was divided into two. The winning contractor In the wealthier part
of the city was able to offer much larger tariff reductions than the contractor
who was successful in bidding to serve the poorer side, such that the higher-
Income group will now pay less than half as much per cubic metre."

Low cost tariffs and subsidies are the subject of much debate. The costs of administering these
tariffs can exceed the revenue generated, and subsidies tend to give rise to unforeseen anomalies.
Box 13 gives an example of an innovative approach to low cost tariffs.

It was pointed out in Section 4.3 that an accurate assessment of willingness to pay goes a long
way to reducing risk, and indeed the whole issue of tariff policy needs to be addressed at an early
stage in PSP, As companies gain an understanding of the needs of consumers in low-income
communities, they will become better able to identify appropriate tariff options.

BOX 13

would represent a km of nw&ue
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6.5.4 Meter reading

In all utility industries, meter reading is a major cost issue associated with domestic supplies,
where revenue is relatively small. There are opportunities for mobilising communities to devise
systems for reading meters, through existing community organisations for example. In the UK,
for example, customers can read their own gas and electricity bills and phone through the
readings on toll-free numbers.

Some innovative technical solutions have done away with the need for metering altogether. For example,
load limited electricity supplies give customers unrestricted access to the electricity supply, but the
current they can draw is limited. The limit is within the modest needs of low-income households,
e.g. a light and a radio. With minimal variation in electrical needs, energy consumption becomes
standardised, obviating the need for meters, and an affordable standing charge alone is enough
to cover the costs of energy supplied.

6.5.5 Payment mechanisms

Problems tend to arise when money changes hands, e.g. collecting revenue, or disbursing payments.
Communities may lack financial management skills, there may be a lack of accountability widiin
latge communities (see Section 8.6), and utilities are often regarded as legitimate targets for ripping
off. Problems are compounded in environments where corruption is widespread. Attention needs
to be paid to minimising cash transactions when designing community based systems; for example
— see Box 14.

6.6 Customer services

The involvement of the private sector tends to be pan of restructuring water utilities from supply-led
to demand-driven organisations. Providing good customer services is an integral part of a user-centric
approach. Customer services and public relations are all part of getting communities to "buy-in"
to programmes, referred to in Section 6.1. There is no substitute for personal contact with
customers, especially in low-income communities where communication is difficult (due to low
literacy, no access to telephones, poor postal services etc.). This may be achieved by the company
itself, or through community groups or individuals - see Box 15- This example also illustrates
the importance of ongoing contact with communities to sustainable service provision.

Box 14
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Box 15
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6.7 Section summary

This section has presented a number of innovative options for operation and maintenance.
If private companies are going to undertake provision of water supplies and sewerage in
developing countries, there needs to We an effective way to manage those supplies. We have
seen that various pressures from donors, from the electorate and from civil society will impose
conditions on tenders. Tenders will include provision, of services for low-income urban areas.
And to get revenue from these areas, water companies will have to find innovative ways of
operating and maintaining these systems.

This section has made some suggestions based on experience both in the water sector and from
other utilities. Again, there is no best practice guide yet, and companies will need to investigate
each opportunity with the principles of community participation and an open mind.
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7 Corporate social
responsibility
The previous sections argue that the involvement of communities in each of the principal project
stages offers financial benefits to companies.

As Western consumers and investors become more aware of equity and social justice issues, companies
are responding by developing more socially responsible business strategies. There is, therefore, a
further argument that community participation among the poor can add value to company
performance. The value of public image and branding is increasingly evidenr, and community
responsibility is now much more than just funding the Chairman's favourite charity. Corporate social
responsibility is providing its own impetus for community participation among the urban poor.

7.1 Corporate social responsibility - themes

Part of current business practice is to make some form of statement of values, principles and/or
ethics which guide the way in which business is conducted. Appendix 1 presents a summary of
the types of statements made by a range of water companies. Core values tend to be rather lofty
ideals, from which operating principles may be developed, so it is not surprising that there seems
currently little overlap between various value statements and operating procedures; however, the
most common themes were:

• customers
• company people
• innovation
• ethics.

The value of communities is recognised by many companies - Appendix 2 gives a summary of
statements relating to this topic. Most companies also publish social or human development reports,
which are often combined with environmental reports. By the nature of community interaction in a
European setting, the social side of these reports tends to concentrate on educational and conservation
activities; community participation in operational activities is not considered a public reporting issue.

7.2 The value of corporate social responsibility

Care and protection of the environment is a priority issue for all warer utilities. As water resources
and pollution are prominent environmental topics, the links with utilities are obvious, with companies
keen to promote themselves as guardians oí the environment. However, when operating in a strictly
controlled and highly regulated context such as the EU, companies are required by law to carry
out costly activities intended to preserve the environment. It makes good sense to make maximum
capital in terms of public relations from activities you are obliged to carry out. The litmus test
for international companies is whether or not they maintain standards when operating in a less
stringent regulatory framework.

"Mr. Tim Melville-Ross, the director-general of the UK's Institute of Directors,
has admitted that most companies apply different standards to their operations
in the developing world from those in their home country, but claims there is
now a convergence."

It could be argued that some people equate "corporate social responsibility" with "public relations".
Some companies pay great attention to public relations; for example, Box 16 describes how AWG

Big Bu

The impact of transnational

corporations on the world's poor.

John Madeley. Zed Books. 1999.
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Box 16

use sampling techniques to guide public relations activities. But what is the value of good public
relations? We might say that good PR:

• gives confidence to investors- in particular, the ethical investment movement is
gaining influence and importance

• attracts employees — people may refuse to work for companies widi poor ethical track records
• satisfies customers - holders of ultimate power in a market economy
• gets the job done - inadequate or poor public relations can delay or halt projects.

7.2.1 The impact of ethics

Companies are accountable to their shareholders (Figure 1), who are mainly from the North and
may, therefore, have little understanding of poverty issues in developing countries. However, general
awareness of poverty issues is increasing, leading to a growth in ethical issues demonstrated by,
among other things, the growth in ethical investment.

At the moment, competition is restricted to the awarding of contracts to run systems rather than
giving customers a choice of supplier. If the current trend towards increasing commercialisation
within the sector continues, this may be possible in the future - in the same way that electricity
deregulation in the UK first divided the supply industry into regional electricity companies, and
later enabled customers to choose which company to purchase power from. With this in mind, public
relations assume even greater commercial significance, as customer loyalty will be a key objective.

Corporate social responsibility is an important part of branding - creating the correct image of
the company. It is difficult to quantify the value of branding, but the financial value is recognised.
The importance of branding and image is evident in the increasing globalisation of trade.
Incidents in even the most remote parts of the planet can be brought to the attention of a wide
audience not only through TV and radio, but now via the internet - which is instantaneous and
unregulated. The negative impact of poor image (with real cost implications) was seen in the
destruction of McDonald's restaurants during the recent WTO meeting in Seattle.

7.3 Operational policy

But good public relations will only take the company so far. Public declarations of corporate
social responsibility and ethics need to be enshrined in operational procedures.

None of the water companies contacted for this report had a written policy relating to community
involvement that was passed through to their international operating companies. With regard to
policy in overseas operations, some rely on a top-down approach whereby policy is transferred to
top management of international operations, who arc then responsible for implementing it throughout
the company (for example, Suez Lyonnaise des Eaux has a well defined procedute for preparing
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Codes of Conduct - see Box 17). Others rely on a form of osmosis whereby operational
procedures are transferred through contact with expatriate staff.

-Ü iiîîîtïW Sí K¿ítt$fc.iíS,w íftií^rfííi-í^J

The consensus is that it is early days, and water companies are as yet unable to form well defined
policy trails. The nature of their involvement in developing countries is still ill-defined - what
type of contracts they should enter into, what types of representation are most appropriate, what
form of community involvement is realistic or desirable, and so on. This is in stark contrast to
other trans-national corporations with a long track record of operating ¡n developing countries,
e.g. Shell — see Box 18. Nevertheless, companies recognise the value of policy guidance in
strategic planning, and some are currently engaged in preparing policy for their international
operations. While this is likely to cover community investment, it should be extended to cover
community participation.

BOX 17

Corporate social responsibility 41



I
I
I
I
I
I
I
I
I
I
I
i
Ï
m

I
I
I

I
I
I

Box 18
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7.4 Trends for the future

7.4.1 There will be more transparency

International operations of multinational companies will become more transparent, and stakeholders
are likely to demand a consistency of operating principles across international operations especially
as the ethical investment market grows. For example, in the AWG environment and community
report 2000, the independent environmental assessors stated that in their opinion, "the scope of
the report should continue to be extended to cover the operations of international and non-regulated
businesses in the group".

Developing corporate social responsibility requires a long term view of a company's business —•
it takes time to implement policies, and it can take even longer for policies to yield benefits in
terms of stakeholder perceptions. Companies, therefore, have to balance a long term view of
their interests against the predatory pressures they experience (risk of being bought up) in a
commercial system where short term profit is paramount.

Corporate social responsibility is one of the areas currendy being addressed by the World Business Council
for Sustainable Development (WBCSD), of which several international water companies are members:

"Corporate Social Responsibility (CSR) has been identified as a growing issue tar many companies.
The WBCSD views CSR as the third pillar of sustainable development - along with economic
growth and ecological balance - and therefore a key component for a sustainable future."

7.4.2 Corporate social responsibility is of increasing interest

Corporate social responsibility is becoming of importance beyond investors and employees, to a
wider range of stakeholders including government development organisations, labour unions,
human rights groups, religious groups and education and aid foundations. WBCSD has
identified the following issues as of increasing importance:

4 2 Corporate social responsibility
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• human rights
• worker rights
• environmental impact
• community involvement
• supplier relations
• monitoring

The problem with implementing general policy statements lies in the objective monitoring and
assessment of performance. With respect to the environment, procedures have been developed,
over the years, and companies can now comply with internationally recognised standards (e.g.
ISO 14000). Some companies are embarking on a similar process of devising indicators to
monitor progress towards sustainable development - see Box 19. As community participation is
an established feature of community development in developing countries, this should be
incorporated into sustainable development indicators for international operations.

Measuring Sustainable Development

company measww It» l iwor i^ towards sustaloaWe od <>f thetarçets relate to their

Sustainablltty Issue

Waste Management
i - . ,- ;l

 ; • ' ••• '•:'•

i- Thamos Water EnvlrmmMitel Review 200Q

Box 19
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7.5 Section summary

Corporate social responsibility has become an issue for serious consideration by private companies. It
can affect shareholding, customer purchases and employee relations. At the moment, most water
companies publish some statements indicating a willingness to be corporately socially responsible.
However these statements have yet to find their way down into operational policy guidelines. This is
particularly true for international operations outside the European Union (EU). The EU regulatory
framework helps companies work towards their corporate social responsibility aspirations. However, there
is some way to go before the international operations implement the noble aims of the company group.

This section shows how aspirations to corporate social responsibility will add to the long term
need to include community participation in future operations. We suggest, however, that the
compelling commercial reasons in earlier sections 4, 5 and 6 will have the greater short term
impact on operational guidelines.

I
I
I 4 4 Corporate social responsibility
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8 Participation issues

In the light of previous sections which show how community involvement in operations in developing
and transition economies can offer both direct and indirect commercial benefits, we now move
on to consider broader implications. Community participation may only prove effective if the
context and environment are suitable. This section is more of a general discussion of issues that
arise from community involvement. It discusses the implications for water utilities implementing
some or all of the ideas proposed in the previous sections.

8.1 Political implications

Empowering people is a political act. From a development point of view, participatory activities
are actively promoted as a means of mobilising people and helping them to solve their own problems.
This is an empowering process, which gives communities the capability to work together to go
on to tackle further problems. However, this can give rise to conflict with the status quo, both
formal (e.g. government) and informal (e.g. racketeers). Caution always needs to be exercised
where one social group is empowered, as an inevitable consequence is that another party loses
control. Local politicians may not fully support participatory activities, as this may lead to further
demands from communities. Opposition to community involvement in infrastructure development
may come from a variety of informal actors, e.g. slum landlords, water vendors. Box 20 gives an
example of how NGOs, for example, can be experienced in operating in this environment.

mia
ASK*, t

% Ttasstnnloritosre:
• of themselves and their political affiliates. Any "service" to th* poor Is not don» free of charge, airta "servlcej
I tee" for each good deed te extracted hora wery stum dwefler.ASHA chose to recognise »itlivoiW8«ose Hie s

J were indeed providing a service. At public rallies, ASHA staff encouraged ttw siumlonte M their good deed»

V and challenged these men t» Bw up tea reputatton tor fakr>ess.TI* co-operating wiWUwpewWi^
; a social conscience, trignfflcantly contributed to ASNA* success in upgrading the slum and provnfin§ piped water.

' ; - • • • :

I from: ttansfammg the Slums by Relationship» - Tearfunú Case Studies. 1998 •'.:

Changing political landscapes provide interesting opportunities. The current trend towards
political decentralisation in many countries needs to be balanced with capacity — community
groups can only assume responsibility if they have the skills required. Some departments are all too
ready to shed responsibility but without providing adequate capacity building. There is growing
interest in developing participatory techniques aimed at policy development, enabling individuals to
make their own decisions. At the local level, therefore, government bodies may feel threatened by
what they see as erosion of their power and authority. At a national level, however, governments may
positively support this type of approach if they see it as contributing towards a national policy of
decentralisation and cutting costs. The important point is that companies need to understand
and work around local sensitivities, as national and local government support is essential for any
participatory initiative to succeed.

There is a strong case for incorporating informal operators in the provision of services to low-income
areas, yet this may not be politically acceptable. The monopoly utility model assumes that
service should be extended through formal networks. Informal provision is seen as inferior, and
may be regarded as a stop-gap until formal networks are extended into a neighbourhood. It may
even be regarded as dangerous - by providing unsafe water, unsafe electrical installations, illegally
tapping into power supplies etc. They tend to operate illegally. It requires a 180° change in
thinking to confer legitimacy on these players and work with them.

Box 20
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Box 21

8.2 Regulatory and legal frameworks

The informal sector offers an effective way of providing supplies to low-income areas. They
command essential market information such as willingness to pay, demand requirements,
availability of credit etc. There are plenty of examples of partnerships (both formal and informal)
between utilities and the informal sector - see Box 21.
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However, when a monopoly utility operation is let out to the private sector, the regulatory
framework assumes crucial importance. Developing countries tend to rely on consultants to
assist them with setting up regulators, drawing on experience of privatisation within Europe.

• Regulators tend, therefore, to be designed to address uniform service provision through large
Utilities, and are not geared towards innovative solutions and small entrepreneurs. As the
informal sector tends to operate outside the law, there is little information available with which
to plan ways of engaging these entrepreneurs. The communities that they serve can, therefore, be
the best source of this information.

Regulatory frameworks are not static - they require constant revision in order to improve and to
reflect changing market behaviour. Where regulators regulate a small number of utility companies, this
can be achieved through direct negotiations. However, if a flexible approach is taken to service
provision in order to meet the needs of low-income communities, this uniformity is absent, and
the review process will only be effective if there is a link between communities and the regulator,
e.g. through local meetings or complaints bureaux.

By decoupling water services from the public sector, there is a danger that accountability may be
lost. When in the public sector, operators are held accountable through local political processes, but
when handed over to the private sector, they become one step removed from these processes. In
the case of a 30-year concession, for example, the electorate cannot vote out an operator, so it is
important that the regulatory system includes accountability processes - otherwise consumers may
take matters into their own hands through non-payment, strikes, vandalism, protests (see Box 5) etc.

With respect to regulatory environments, it is the private sector that tends to take the lead in
terms of exploring innovative solutions, so there is an opportunity for utility companies to play
a leading role in promoting community participation as part of a more flexible approach to
water service provision. Utilities are ideally placed to make this link, as they are contracted by
authorities, yet have day to day experience of working with consumers.
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8.3 Resource frameworks.

Dublin Principle No.2 Water development and management should be based on a

participatory approach, involving users, planners, and policy makers at all levels.

The participatory approach Involves raising awareness of the importance of water

among policy makers and the general public. It means that decisions are taken

at the lowest appropriate level, with full public consultation and involvement of

the users In the planning and implementation of projects.

The four Dublin principles were drawn up in 1992 as part of preparations for the Earth Summit
in Rio de Janeiro, and have been used as a basis for water resource policy making since then.
Subsequent meetings of the UN Commission on Sustainable Development (CSD) have
concentrated on translating charters into practice.

"The CSD6 final text re-emphaslses the need for urgent government actions to enable

the unserved poor to gain access to basic water and sanitation services. The

recommendations reinforce the need for participatory approaches, gender

sensitivity, and the integration of water projects into national water strategies."

This highlights emerging trends which utility companies need to be prepared for:

• participatory approaches will increasingly be incorporated into privatisation agreements
• the traditional demarcation will break down between utilities, concerned with reticulated

(urban) water supplies, and NGOs, concerned widi poor (largely rural) water supplies.

Resource frameworks provide a useful way of looking at poverty and how to help people improve
their quality of life. They recognise that people live within their local context. Context includes a
variety of aspects such as natural environment (e.g. threats from flooding, droughts, hurricanes
etc.), political systems — local and national, and economic, legal and policy environments. The
key feature of contextual factors is that they remain largely beyond the control of poor people.
What people do have control over are their assets:

• human - amount and quality of labour, e.g. skills, education, fitness
• social— social resources upon which people draw, e.g. networks and relationships that

enable people to work together
• natural— natural resources, e.g. lakes, biodiversity, land, trees
• physical- tools and infrastructure, e.g. public transport, water, energy
• financiad- financial resources, cash or equivalent.

A key aspect of development is sustainability. Expanding choice and value promotes self-determination
and gives people the flexibility to adapt over time. People can only make choices if they have
access to appropriate assets, as defined above. It is important not to pre-judge people's priorities,
but rather to respond to actual needs. An understanding of context and assets helps identify
where deficiencies lie, from which practical priorities for action can be drawn up.

The Dublin Statement,

January 1992

DFID Guidance Manual on

Water Supply and Sanitation

Programmes. 1988.
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So why should resource frameworks be of interest to water companies? Where services are to be
provided in low-income areas, companies will need to engage with communities, in one way or
another. This approach can help with designing the most cost-effective means of engagement:

• understand the resources available in communities
• understand the constraints to effective partnerships with communities
• ascertain where companies can best concentrate efforts in order to make partnerships work.

By improving assets available to communities (e.g. providing training - human assets, setting up
user groups - social assets, making credit available - financial assets), companies can make a
positive contribution to strengthening civil society and to reducing the vulnerability of the poor,

8.4 Multilateral lead

The World Bank, with the support of other multi lateral and bilateral donors, has done a lot to
promote the use of PSP to improve water services in developing countries. For example, it has prepared
a series of "Toolkits for Private Participation in Water and Sanitation" (IBRD 1997). This document
follows a developed economy model, identifying consumer organisations as stakeholders, and recognising
the need for information exchange (public relations) and negotiations with labour organisations.
However, multilateral donors are becoming increasingly aware of the benefits of participatory approaches,
and are now incorporating them into their own planning and implementation processes. Bearing in mind
the influence that these organisations exert in this business area, both in terms of policy and
finance, it is likely that these approaches will soon be expected of utility operators. The following
initiatives illustrate the growing awareness of the potential benefits of community participation.

• The World Bank Participation Thematic Team "promotes methods and approaches
that encourage the involvement of various stakeholders, especially the poor, in
development initiatives that affect them."

The World Bank Water and Sanitation Programme includes participation and gender as one of
its focus areas - "Stakeholder participation in designing, implementing and managing projects is
key to sustaining coverage in rural and urban areas. The programme promotes the active
participation of community members, particularly women."

• The Business Partners for Development (BPD) programme is a World Bank sponsored
initiative specifically set up to investigate tripartite partnerships between the public
sector, the private sector, and civil society. The premise is that such partnerships benefit
the long term interests of all parties by helping create stable social and financial
environments. The Water and Sanitation Cluster is one of four clusters, and many of
the European utilities are partners. Projects are self-standing, receiving no funding
from the programme, and were conceived independently of the programme. The
primary purpose of the BPD programme is to gather, assemble and disseminate
evidence on the positive impact of tri-sector partnerships.

Within the water and sanitation cluster, it has taken time to build a partnership around a shared
interest between competing stakeholders at the international level, just as with the focus projects
on the ground. Focus projects are under way, but results and conclusions have not been released
at the time of writing. Several UK companies are awaiting the results of the programme.

• The World Bank's International Financial Corporation (IFQ Environment Division
has published a "Good Practice Manual" designed to promote awareness of the social and
environmental impacts of projects. The manual describes IFC requirements regarding
public consultation and disclosing project information, and gives guidance on how to
manage this process. Although their emphasis is on the consultation aspects of
participation, they recognise the wider potential:
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"As part of its mission to reduce poverty and improve people's lives, IFC recognises
that nongovernmental organisations (NGOs) and civil society are important actors
in the development process by;

• promoting community consultation, participation and environmental protection

• extending project reach and benefits to the poorest and most vulnerable, and

• Introducing flexible and innovative approaches to difficult environmental and

social concerns".

• Public Private Infrastructure Advisory Facility (PP1AF) is a multi-donor programme
managed by the World Bank whose aim is "helping to eliminate poverty and achieve
sustainable development by facilitating private involvement in infrastructure." PPIAF
pursues its objectives through technical assistance to governments, and identifying and
promoting best practice in this area. One of the key action areas to be addressed by
the programme is consensus building, in which the general public is identified as a
stakeholder that needs to be engaged in order to achieve sustainable progress.

• As part of the United Nations Development Programme's (UNDP) Bureau for
Development Policy (BDP), the Social Development and Poverty Elimination
Division (SEPED) is responsible for providing guidance and programme support in
the following areas:

• poverty eradication
• employment and sustainable livelihoods
• civil society and participation
• gender
• HIV/AIDS and health

The purpose of the Sustainable Livelihoods Unit is to introduce development professionals and
non-professionals alike to the principles and philosophies of the Sustainable Livelihoods Approach;
participation is one of the central themes.

The Civil Society Organisations and Participatory Programme works to support programmes run
through country offices, and to provide information for "promoting and fostering enabling
environments for civil society organisations (CSOs) to contribute effectively towards Sustainable
Human Development by encouraging policy dialogues between governments, civil society
organisations and donors."

8.5 Implementing participation - being practical

Various appendices to this report offer some guidelines on how to implement participation and
the practical details of interaction with a community. The appendices also point to further
reading for field personnel, and like any discipline there ¡s a wealth of experience captured in the
literature. However, to support the case for participation being a commercially sound idea, both
in terms of operating profit and corporate social responsibility, we need a few basic ground rules.
These rules or guidelines underpin the arguments presented in Sections 4, 5 & 6-

http://www.ifc.org/ngo
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• Being realistic. We do believe that the objectives of participation must be achievable,
given both the nature of the target community, and the context within which a water
company is operating, e.g. legal constraints. The participation process needs to be
explained to ensure that people's expectations match these objectives.

• Institutional support. Especially in the water supply industry, where local authorities
are key stakeholders, it is essential to win their support for participatory approaches,
otherwise the process will be vulnerable and short lived.

• Authority and responsibility. The value of contracts is in clearly allocating responsibilities
between different parties involved in a project. If participation is to move beyond simple
information exchange, communities need to be given responsibility for decision making
such that they can argue with and even override the opinion of utilities. However,
contracts can only be enforced if there is accountability, all of which requires establishing
formal channels and links. This presents challenges in communities which are based
on informal structures and relationships.

• Duration of engagement. Participatory activities intended simply to extract information
or impress donors can be done in a matter of weeks; a more constructive approach
should regard participation ai a long term process of joint analysis, capacity strengthening,
and resource mobilisation. This is the difference between a one-off consultation and
an ongoing dialogue.

The practical challenges that must be met in order to ensure effective participation include:

• identifying socio-culturally appropriate approaches at the local level
• avoiding manipulation of participatory processes by entrenched elites
• defining pragmatic minimal standards and realistic goals for participatory practices
• establishing enabling legal and institutional frameworks for civil society participation

at the national and local levels
• facilitating horizontal co-operation through government-civil society partnerships at

the central and local levels
• building capacity through education and technical assistance to enable citizens and

organisations to play their roles in the process
• working with CSOs to establish consultative mechanisms that are both manageable

and accountable
• finding an appropriate balance between the costs and benefits of consultation and

participation and their effects on the project approval cycle
• involving marginalised groups in the development process
• overcoming negative attitudes among engineers towards the value of participatory approaches
• allowing sufficient time for civil society actors to organise and engage.
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8.6 Challenges for community participation in practice

Participatory techniques have beefi developed from their origins in rural and agricultural development.
In this context, there are a number of factors that promote a coherent "community":

• there are strong social relationships between members
• many members may be linked through family ties
• people tend to share common goals and priorities, e.g. most people are farmers
• traditional social structures may still exist, e.g. village chief and elders
• everybody knows what's going on
• a high degree of accountability can be enforced.

However, social conditions in urban contexts tend to be quite different, leading to a diverse population,
making it much more difficult to identify a "community" with which to engage; for example:

• certain towns and cities have high transient populations
• low-income neighbourhoods often have a high proportion of migrants
• communities are too big for effective accountability.

Although the case study in Box 22 is an example of how these factors can lead to difficulties in designing
community management schemes, it also illustrates the value of working closely with communities
to gain an accurate understanding of local capacity, needed for good design of participatory
approaches - community groups can only assume responsibility if they have the skills required.

Box 22

: .
The Rural Towns Water and Sanitation Programme origtealty intended to satup a sgri^rfw&tmtfitty based

I a change in ?

policy resulted In, a "mlnt-otility"arrangemeM whereby private operators^ systems!

under the supervision of a water board, the decision was prompted by (among others} Uwfojlowing!

• the complexity of sytems that beneficiaries can be expected to manage needs to be matched to their skins J

and aliHiljeçfyrexanipie, three days of bainfe^

for systems comprising springs, shallow wells and hand pumps, lwt communjtie» coold not cope with

more In-depth legal, administrative and flrcmclaltramlirç required for tte

• it was realised that beneficiaries were not capable oil piwlding the professional rtianagement required of

larger schemes •• . • • ' [ . ' • • ' • ' Ç ï - : \ ' \ [ y .• ;

• K was tfiCHcciHE to reach a consensus on management issues in communities Vrittt a blglt transient population I

• the legal framework In which community based organisations were expected to operate was not clean so

they were reluctant to take a leading role in managing systems; the success of projects depend» on the

involvement of town authorities. • .- . ' „ • •. !:'.:.'.' • ••.'•• - ^ . • • ~ i - ^ : ' i h ^ - - : M ' ; ' y . [

Matt McDonald draft report 2000
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9 The way forward

Private Sector Participation

in the Water and Sanitation

Sector. Private Waters? - a bias

toward the poor. Richard

Franceys.WEDC, IHE. DFID

Occasional Paper No, 31997.

Strategies lor Achieving the

International Development

Targets: Meeting the

Challenge of Urban Poverty.

(Consultation Document).

Department for International

Development. 2000.

As the involvement of the private sector in water infrastructure development matures, a number of emerging
trends will strengthen the case for working in partnership with low-income communities. In order to
facilitate this means of working, not only do the main actors need to be prepared to engage with each
other, but institutions need to make changes to the political, economic and legal context in order to
create a suitable enabling environment in which participation can be fruitful. In this section we consider
each of the main stakeholders, and make suggestions as to the key issues that each needs to address.

9.1 Emerging trends

As water management and development moves away from being the full responsibility of a government
department towards various forms of private sector involvement, new mechanisms are needed to
achieve social objectives for poverty alleviation through water services. The new priorities will be
to expand water services into peri-urban and other unserviced areas with lower income populations.
As the private sector gains experience of working in these areas and gains the confidence of
donors, there is likely to be an increase in private sector involvement in direct-funded water and
sanitation development projects. Working in these areas will require a flexible approach based
more on the small-scale organisations (e.g. local private sector, NGOs, CBOs.)

"In the near futura it is estimated that there will be eight cities averaging over

12 million population, 164 cities averaging over two million and 30,000 cities and

towns averaging 32,000, the latter representing two thirds of the urban population

(United Nations, 1994) The Institutional solutions of PSP which are appropriate

in the 172 largest cities (currently the focus of most international attention) will

not necessarily be suitable for the peri-urban areas of those cities or for the

30,000 average cities and towns and cannot assist the myriad rural communities."

There is increasing interest in the application of participatory approaches to non-rural
development sectors. This is evident in the incorporation of participation into both projects,
and the workings of donors themselves, e.g. World Bank.

"Methodologies, such as participatory poverty assessments, are increasing

understanding of the needs of the poor and strengthening the political will to do

something about the urban poor in the context of urban development."

The demarcation between utilities and NGOs, concerned with profitable (urban) and poor (rural)
water supplies respectively, will break down as the two areas are merged into national water and
sanitation strategics. Partnerships will become the commercial norm as the complementary skills
of the private and community sectors become evident. Some suggestions on how companies can
include participatory approaches into their operations are presented in Appendices 3 and 4, with
further detail of participatory techniques used by NGOs given in Appendix 5.

Companies are attaching increasing importance to corporate social responsibility, as the value of
public image and branding becomes more evident. Environmental issues are well established —
they are commonly enshrined in policy, and most companies publish dedicated environmental
reports. Sustainable development is emerging as an important area within the context of corporate social
responsibility, with some companies developing indicators to use in setting targets and measuring their
performance. It is a small and logical step to include sustainable human development in these procedures.
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The drivers for increased participation in urban water services will, and already, include:

• Regulation — government ensuring that social objectives are agreed and met through
water service provision

• Business - effective participation and education improves business efficiency
• Branding — public participation is the key to developing a strong and valuable brand image
• Ethical - transparency and participation are at the heart of ethical business and

environmental policies
• Capacity building — managing participation develops the capability of both utility

managers and community groups.

9.2 Recommendations

9.2.1 National government

• develop the modalities of demand-driven water development — planning processes
must engage with consumers to accurately assess demand patterns, e.g. service quality
requirements, willingness to pay etc.

• pass poor-inclusive legislation - infrastructure related legislation is generally based on
traditional supply side models; legislation needs to be amended to permit more
flexible approaches, e.g. incorporation of the informal sector

• prepare legislation to constitute Water User Groups and/or Consumer Councils
• develop the capacity and institutional structures to implement effective regulation -

many countries have no experience of the various private sector options and
governments find themselves on a steep learning curve

• pro-poor regulation - regulators need to be geared towards innovative solutions and small
entrepreneurs, and links from poor communities should be built into regulatory processes

• set up effective enforcement procedures - regulation is only effective if properly
enforced, to protect municipalities, private companies, and consumers

• establish the right operating framework to attract private sector and civil society
involvement in providing water services - governments can do a lot to encourage dialogue
and partnerships between parties with traditionally separate, if not opposing, roles

• making the rules - be sensitive to poor-inclusive features when designing terms of
agreement for private sector participation

• include clauses in terms of agreement to promote transparency, consultation and
community participation in development and operational management

• as management responsibility is devolved away from government, ensure that new
accountabilities are accompanied by adequate capacity building and training

• support training, gender sensitisation and capacity-building
• make cross-sectoral links between water and sanitation and other development policies
• provide training (to national and local government staff) on the mechanisms of

private sector participation and regulatory processes
• national awareness campaigns - see Box 23-

fe; An aware general public can exert useful pressure for political reform in water resources management

H To reach the public, material on water issues can be disseminated through news programmes and

jf documentaries, but also as themes In dramas.
£ • , • • • . • • ' :

. " • •

I Far instance, Rand Water in South Africa, a supplier of drinking water, has a regular Saturday morning slot on the

§ chiUrnfttelein^ion channel (KIV). The wat»

h: emulating the successful recruitment by UNICEF of goodwill ambassadors. The Water Supply and Sanitation

j§ Collaborative Council (WSSCC) is pioneering this approach.

tIv Towards Water Security: A Framework tor Action. Global Water Partnership. 2000.

Box 23
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• support training, gender sensitisation and capacity-building
• ensure regulatory processes are effective
• ensure equitable distribution of benefits from private sector participation
• awareness campaigns
• build capacity amongst staff to reflect change in rote from implementer to overseer.

9.2.3 Utility companies

• engage with NGOs and community based organisations (CBOs) to build
relationships and learn from dieir experience of participatory methods

• enter into partnetships with local NGOs / CBOs to build participatory approaches
into operations in low-income areai

• promote flexible solutions based on community involvement
• assist low-income communities with representing themselves in the regulatory process
• support training, gender sensitisation and capacity-building - both within

communities and their own staff
• provide specific training for staff in community participation and community

based interventions
• continue research and development into innovative poor-inclusive solutions throughout

all activities of water provision — planning, construction, revenue collection, metering etc
• incorporate community involvement - from an operational rather than a public

relations point of view — into sustainable development indicators
• ensure that both the value and the "how to" of community involvement is included

in international corporate policy documents and procedures
• work with NGOs in developing community involvement policy and sustainable

development indicators, in order to benefit from their endorsement (also independent
endorsement of on-going performance)

• ensure the policy is adequately supported - through top-down leadership, sufficient
resources, and comprehensive management

• make maximum public relations capital from their investment in building up
community based organisations that constitute an essential element of a strong society

• lobby relevant institutional bodies to make changes to legal and regulatory
instruments needed to facilitate community participation

• participate in awareness campaigns.

9.2.4 NGOs

• technical support to community groups
• lobby private companies to take advantage of poor-inclusive solutions
• enter into partnerships with the private sector in order to take advantage of complementary skills
• lobby relevant institutional bodies to make changes to legal and regulatory

instruments needed to facilitate community participation
• participate in research and development into innovative poor-inclusive solutions throughout

all activities of water provision - planning, construction, revenue collection, metering etc
• support training, gender sensitisation and capacity-building for communities and the

public and private sectors
• develop a water awareness strategy and promote campaigns that reach out to schools

and all water users.
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9.2.5 Community representatives

• advocates of community management to research and document their successes in
order to inform the wider community of interested parties;

• community organisations to devote the time and energy to managing their own services;
• establish systems of accountability that can be used as the basis for contractual

arrangements;
• training for communities in private sector participation and how communities might

contribute to water supply services;
• awareness campaigns.

9.2.6 The international community - donors and development agencies

• continue research and development into effective means of community participation
in infrastructure provision, particularly in the context of private sector operations

• exert influence to encourage the inclusion of community participation in private
sector participation arrangements

• continue support for governments setting up effective regulators — promote
mechanisms for active inclusion of the poor

• support moves to develop sustainable development indicators which take account of
community participation and sustainable human development.
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