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[1] http://www.gracelinks.org/water.html
Global Resource Action Centre for the Environment.

A General Economic Critique of  Water Privatization : Defintions and theoretical background on water privatization. [4pp]

By Dr. William J Weida, Department of Economics, The Colorado College,

June 22, 2001

This four page critique which begins with a definition of classical privatization goes on to explore : 

· The implications of privatizing water supplies 

· Risk and privatization

· Return on investment for the privatized water supplier

It concludes: 


Privatization implies an absence of government intervention and control.  But liability for public safety and health issues implies government intervention and control.  This creates an inherent conflict that has the potential to reduce profit.  


Information about health and safety issues is a public good.  In many cases, the government has set up agencies to insure that information reaches the public.  In the past, the assignment of liability to private concerns has often been directly related to the information released about the operations of those firms.  An attempt by water suppliers to decrease liability in these situations may lead directly to efforts to decrease information flows about the water supply process and the quality of the product.


In sum, real privatization of water supplies is, for good and obvious reasons, unlikely to occur.  Instead, water privatization efforts are likely to cost much more in the long run, and losses to communities dependant on privatized water are likely to be much greater than simple dollar costs can indicate.  If water suppliers use the cover provided by  privatization to avoid public scrutiny and to nullify existing public oversight of water supplies, the results are likely to be scandals and pollution problems that will cost the public far more than any gains in efficiency could offset.
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[2] http://www.psiru.org/reportsindex.htm
http://attac.org/fra/toil/doc/psiru0203.htm
Public Services International Research Unit (PSIRU) 

Water in Public Hands : Public Sector water management --

 a necessary option. [ 42 pp] 

By David Hall 

July 2001

This lengthy report, available in both PFD and html format contains the following sections:

- Presentation   - Introduction - 

- Problems with water privatisations and concessions

- Public sector water - efficiency and reform

- Financing Investment

- Capacity-building and public-public partnerships (PUPs)

The section on  "The Problems with Water Privatization" discusses eight major concerns:

A) Lack of competition B) Higher prices C) A concession is forever D) Problems with private management E) Problems with extending access F) Private cross-subsidies for the multinationals G) Public financial support for private sector H) Weak accountability: regulation, secret contracts, and charters I) Corruption J)  Privatisation of efficient public sector water undertakings

Executive Summary

  Many organisations encourage developing countries to privatise water through some form of public-private partnership (PPP) or private sector participation (PSP). The alternative of a public sector water undertaking (PWU) is ignored, although public sector water undertakings are the providers of water and sanitation services for the great

  majority of the population in developed countries. 

  Ignoring this option means that the main competitor to any of the private companies is being excluded. Yet there is evidence of problems with PPPs, and evidence that the public sector can successfully operate PWUs in developing   countries, which this paper  sets out. Decision-makers are advised to follow three rules:

  - Always construct and consider a public sector option. 

  - Always evaluate any PPP proposal against a public sector option, in a public process.

  - Avoid secret agreements and secret contracts.

  There have been problems with privatised management of water systems through all forms of PPPs, whether   concessions, leases, management contracts, or build-operate-transfer (BOTs). These include:

  - a lack of competition, with two globally dominant multinational companies

  - higher prices, often caused by privatisations used to make debt reductions

  - difficulty in terminating unsatisfactory concessions

-  poor results from private management 

- private sector reluctance to extend water and sanitation access to the poor

  - multinationals use of water profits to subsidise other global investments

  - difficulty in regulation, lack of transparency, secrecy and cases of corruption 

 Public authorities have been able to operate successful PWUs in transition and developing countries, as well as in developed countries. 

  - PWUs score well on efficiency indicators, and have better public support

  - a PWU can take various forms, ranging from a department to a corporatised body

  - transparency, accountability and defined managerial autonomy can be built in

  - business plans and pricing policies can include a range of cross-subsidies

  - PWUs can turn around their finances and improve collection of bills.

  Examples of good practice by PWUs are drawn from cities in a diverse range of countries, including Sao Paulo, Brazil; Debrecen, Hungary; Lilongwe, Malawi; Tegucigalpa, Honduras.
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[3] http://www.psiru.org/reportsindex.htm
http://www.attac.org/fra/toil/doc/psiru01.htm
Public Services International Research Unit (PSIRU) 

Water privatization and quality of service - PSIRU 

evidence to the Walkerton Inquirey, [ 6 pp] 

By David Hall, Toronto, July 2001

This paper was presented on 5th July 2001 to the public inquiry into the E.Coli contamination of the water  supply in Walkerton, Ontario, Canada, and into the safety of Ontario's drinking water. The enquiry website is at http://www.walkertoninquiry.com/

The paper is based on the research into the privatisation and restructuring of water and other services which has been  conducted by PSIRU. This research has been worldwide in scope, covering developing countries as well as OECD  countries. Reports by PSIRU are all available at http://www.psiru.org. The most relevant for this  paper are: “In Public Hands”, July 2001 - reviewed above ; “UK Water: a briefing” (Feb 2001).

There are many problems with water privatisation. This note addresses two key ways in which privatisation of water services jeopardized the quality of service and environmental responsibility compared with direct provision through a  public authority.

 These are:

· Profit-oriented management behaviour which discusses Responsibility to shareholders; Contract terms and corruption; Higher prices; Underinvestment in infrastructure etc.; Impact on environment and water quality; Trading water to exploit shortages; 

· Fragmentation of responsibility - Weak chains of responsibility; Looking at other sectors e.g.  Rail accidents, California energy

There are systemic features of privatisation that are likely to increase both uncertainty over responsibilities and  underspending contrary to public interest. This makes companies ready to accept risks for commercial reasons, which  public authorities would not. The extent to which these risks are life-threatening will depend on actual events, and the  technical features of the industry. Broken water pipes, for example, result in leaks; broken railway tracks result in accidents and deaths.
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Cochabamba - Water War 

By Emanuele Lobina 

Date: June 2000

Published: Focus (PSI Journal),  Volume 7, Number 2 [5 pp] 

In Bolivia, the government is peeling off public enterprises one by one - the airline; the train service; the electricity utility. When the turn came to getting rid of the water and sanitation system in the third largest city, Cochabamba, to a transnational consortium, people had had enough..

…. Following the privatisation in 1999, new legislation eroding local control and massive price hikes, as much as 200%,  caused social unrest, which then spread throughout the whole country. This was a much faster process than which occurred in the city of Grenoble where the fight over privatised water took close to eleven years (see separate article  http://www.psiru.org/reportsindex.htm). The riots ended in April 2000, leaving one person dead, two blinded and several injured, only after the Bolivian government revoked the concession to the foreign-owned consortium Aguas del Tunari [ a subsidiary of Bechtel] . It was a high price to pay for the people of Cochabamba. What happened in Cochabamba is, however, not just a Bolivian story. When water is privatised, concessionaires often impose excess price increases to achieve profit targets, particularly when there is a lack of transparency. This calls into question the current conventional wisdom of water privatisation being the ‘way forward’, as promoted by the international financial institutions

….. A substantial body of evidence is emerging on water privatisation leading to excess prices and profits, often following less than transparent, gold-plated deals in favour of international investors and on the controversial role of multilateral agencies. Whatever organisational form will be chosen in Cochabamba, they should include the following principles:

* Social priorities must be guaranteed through a democratic, participatory process and a transparent deal;

* Local control of water management and operation must be assured;

* Achievement of efficiency targets must not lead to excess costs to water users and particularly the poor.

The people of Cochabamba have already paid far too high a price not to learn from the errors made.

“It is a basic tenet of accounting that investors, not customers, fund capital projects. The risk-takers then recover their outlay, with profit, when the project produces a product for sale. This is the heart, soul and justification of the system called 'capitalism'. That's the theory. But when a monopoly operator gets its fist around a city's water spigots, it can pump the funds for capital projects from captive customers rather than shareholders.”

Gregory Palast, The Observer, 23 April 2000
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[5] http://attac.org/fra/toil/doc/psiru03.htm
Public Services International Research Unit (PSIRU) 

Water Privatization in Africa: lessons from three case studies [14pp]

By Kate Bayliss,  Public Services International Research Unit (PSIRU)

May, 2001 

1.  Introduction

  Water privatisation is being adopted as the reform method in many African countries but there has been little research   into its impact. What evidence is emerging suggests that the methods used to privatise have been problematic. In   particular:

*   The institutional framework has meant that there has been confusion regarding responsibilities for maintenance   and investment;

*    The government has been powerless to regulate the private firms and the private investors have failed to  cooperate with the regulators;

*    The use of a lease contract means that government still has responsibility for capital investment;

*    …. Privatisation then fails to  address …  investment financing issues;

*   It is not clear that the water sector is any better off financially aside from the large loans received from donors because of complying with conditionality.

This paper catalogues in chart form some of the  water privatisations in Africa before reviewing three case study experiences in Guinea, Senegal and Cote d'Ivoire 

Conclusions

The case studies examined show that privatisation of water with a lease contract in Africa has only demonstrated   improvements in some of the core aspects of raising revenue. Tariffs, billing and collection rates have improved. What is more, it is not clear that the increase in revenue actually reaches the bodies responsible for investment in the sector as the public sector seems to be powerless to find out about the revenue position of the private investors.

High prices and disconnections must mean that the poorest segments of society are likely to be the main losers from the privatisation process. Where this increases use of unsafe water sources, the consequences will be disastrous for   public health.

The main winners from the contracts seem to be the private companies whose investments are focused on revenue raising such as meter installation. Private firms are in a powerful position as it is them who receive tariffs and then decide what to pay the government.

This analysis is based on what little evidence there is from water privatisation in Africa. The subject needs extensive further research, particularly into the impact on those excluded from the privatised water supply. These studies show  that effective regulation remains elusive. Given the enormous institutional demands presented by privatisation,

alternative policy options need to be considered.
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[6] http://www.citizen.org/Water/general/articles.cfm?ID=7551
Public Citizen - Critical Mass Energy and Environment Program - Water For All:

Water Privatization: A Broken Promise  Case Histories

Throughout the United States  [69 KB , 16pp ]

A Special Report by Public Citizen's Critical Mass Energy and Environment Program,

Washington, D.C., October, 2001

This report provides an overview of water and wastewater services privatization in the United States to help the municipal official of the public to make better decisions about involving the private sector in the provision of these services. The report presents 13 case studies of municipalities that have had less than positive experiences with water privatization, including inadequate service, higher rates, failure to perform under contractual obligations, and impeded economic development. The presented data balances out private companies self-promotion which usually neglects to mention the risks water privatization entails. 

http://www.citizen.org/publications/release.dfm?ID=7099

The following Municipalities' experiences with private corporations are profiled: 

Lee County  Floridas experience with ST Environmental Services, a subsidiary of Severn Trent ; Atlanta, Georgia's experience with United Water, subsidiary of Suez Lyonnais des Eaux ; New Orleans experience with Professional Services Group which transferred its O&M operations to US Filter, which in turn was acquired by French conglomerate Vivendi ;  Jersey City, New Jersey's experience with United Water Resources; Charlston West Virginia's experience with West-Virginia -American, a subsidiary of American Water Works Co. largest private water company in the US; Chattanooga, Tennessee's experience with Tennessee-American, subsidiary of American Water Works; Duval, Nassau and St Johns Counties, Florida's experience with United Water Resources (UWR); Hingham and Hull, Massachusetts experience with another American Water Works subsidiary; Huber Heights, Ohio's experience with NJ giant American Water Works ;  Pekin, Ohio's experience with another subsidiary of American Water Works ; Peoria. Illinois's experience with American water Work's subsidiary Illinois-American Water; Washington Court House, Ohio's experience with Ohio Water Service Co.; 

. 

Conclusion 

Not every private company provides poor service, and not every operation and

maintenance contract is a failure. In their marketing efforts, however, companies

exploit their successes while carefully concealing their failures. And, analyses conducted by financial consultants are often biased in favor of privatization.

As a result, the debate over the merits of transferring operations or ownership of

public utilities to the private sector tends to be biased. The case histories in this report are intended to bring much needed balance to the debate, while helping government officials better assess the risks involved. Not every public utility has a satisfactory performance record. However, the solution lies in more government accountability and more investment in aging systems not in signing them away and admitting defeat. The risks that privatization brings are simply too great to be dismissed.
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[7]  http://www.citizen.org/cmep/Water/general/articles.cfm?ID=7551
Public Citizen - Critical Mass Energy and Environment Program - Water For All:

Top Ten Reasons to Oppose Water Privatization (long version) [66 KB, 8pp]

September 18, 2001 

Top 10 Reasons to Oppose Water Privatization

The World Bank has predicted that by the year 2025, two-thirds of the world’s population will run short of fresh drinking water. Given such a grim future, it comes as little surprise that Fortune magazine recently defined water as “the oil of the 21 st century.” The natural response to such a scenario would be to concentrate energy and resources on protecting existing supplies, enhancing conservation efforts, helping vulnerable populations, improving pollution control initiatives and raising public awareness about an impending crisis that could   threaten the lives of hundreds of millions, perhaps billions, of people. Moreover, such a crisis could unleash an environmental cataclysm from which the planet could never recover. 

Unfortunately, this is not the thinking of corporate executives and, increasingly, government officials throughout the world. Instead, more and more of them are proposing to transfer the control of this precious resource from the public sector to the private sector. Today, one cannot avoid hearing the word “privatization” when the global water crisis is discussed.   […]

Here are 10 reasons — among many — why the privatization of drinking water supplies could spell doom for many of the world’s 6 billion-plus people.

1)        Privatization Leads to Rate Increases
2)
Privatization Undermines Water Quality

3)
Companies are Accountable to Shareholders, not  Consumers

4)
Privatization Fosters Corruption

5)
Privatization Reduces Local Control and Public Rights

6)
Private Financing Costs More Than Government Financing

7)
Privatization Leads to Job Losses

8)
Privatization is Difficult to Reverse

9)
Privatization Can Leave the Poor With No Access to Clean Water

10)
Privatization Would Open the Door to Bulk Water Exports

Conclusion

Water is one of the most basic human needs. Many nations and traditions, in fact, con-sider water a human right. If water rights are handed over to entities whose declared pur-pose is to maximize profits rather than to serve the public good, hundreds of millions —perhaps billions — of people will be elbowed out of their access to water. Multinational corporations are quick to argue that market forces would bring more efficiency to water systems. But the bottom line is that water resources ,by their very public nature, require public oversight to ensure that people, not profits, come first.
____________________________________________________

[8] http://www.ServicesForAll.org/
Water Privatization in Ghana? An analysis of Government and 

World Bank Policies   [21pp]

Jointly Produced by the Integrated Social Development Centre

Accra, Ghana And the  Globalization Challenge Initiative,

Tacoma park, Md , USA [Now the Citizen's Network on 

Essential services- CNES] 

May 2001  

This extensive Analysis provides:
1.  An introduction to the issues which addresses 

· Citizen's concerns that  Government plans to lease the operation , maintenance and 

management of the urban water supply system to two foreign multinationals will exacerbate inequities that already exist in their poverty stricken nation when in fact a full range of alternatives such as local or municipal-level management should be explored. 

· World Bank influence over the Government's Water Polices - the report analyses the 

five points  the government makes in favour of privatization i] ensure sustainability through cost recovery; ii] improve efficiency of production and distribution through improved operation and maintenance; iii] increase cost-effectiveness and promote pricing guided by commercial principles; iv] expand supply of sage water in urban areas and v] ensure poor households have water supply. It then goes on to consider whether there are

2. Alternatives to water Privatization 

3. Why There is International Concern about the World Bank's Water Privatization Policies - 

a. Water is a resource essential to human survival and some argue a human right

b. Water is often viewed as common property or a commonpool good not a commodity

c. Democratic and community involvement in water management decisions is essential

d. Public Sector ownership provides a legal and sometimes constitutional basis for accountability to the broader public interest. 

4. Analysis of  Two World Bank Policies Shaping Ghana's Water Sector:

a. Decentralization -although this has potential benefits, such benefits are less likely given WB conditionalities. 

b. Segregation of rural and urban water services 

5. Important Data in Boxes 1 and 2 and 4

Box 1 - The World Bank Water Privatization and Cost Recovery Conditions on the Government -  when a government borrows from the World Bank or IMF it must comply with terms and conditions associated with the loan or risk suspension or termination of the loan- these terms and conditions are referred to as 'conditionalities' - Currently there are several types of World Bank "conditionalities" that pressure the government of Ghana to privatize the water system and raise water tarriffs [i.e. in WB language - increasing the rates of cost recovery for water.

i] Country Assistance Strategy (CAS) - This describes the loans the Bank will extend to the government over next two or three years - 'triggers ' for eligibility for new loans in Ghana require that the Government expand private sector participation in infrastrcuture 

( power, urban water, rail and ports) 

ii] Interim Poverty Reduction Strategy Paper (IPRSP) Policy Matrix. - in order to borrow government must produce this paper - with attached government commitments known as the 'policy matrix' among which for Ghana was a commitment to divest the urban water system to private sector operators.  

iii] Project Appraisal Document (PAD) for the Second Community Water and Sanitation Project -performance trigger for receiving subsequent loans includes achieving increased rates of cost recovery from local communities thereby decreasing financial burden of central government [which can then better pay back its loans ]

Box 2 - Profiles documenting social and environmental concern as well as corruption experiences of five Multinational Corporations Bidding for Ghana's Urban Water 

Service : 

· SAUR [parent company BouyguesHQ Paris -one of largest Industrial groups in Europe];  

· International water and United Utilities [ UK based company -one of largest in world] 

·  Biwater [ British -led consortium with subsidiaries active in many countries] 

· Halliburton Company [ Texas-based world's largest provider of oil field services]

· Suez Lyonnais des Eaux [ Paris -based focused on energy, water services , waste treatment and communications in more than 120 countries] 

Box 4 - Democratic Principles for Evaluating World Bank Lending Policies- 

1. Accountability  2. Positive Human Development Outcomes  3. Participation

4. Transparency  5. Democracy  

6 Finally the paper includes a very insightful interview with Sara Grutsky talking to  a highly informed  Rudolf Amenga- Etego from the Integrated Social Development Centre (ISODEC) in Ghana 
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[9] http://www.canadians.org/blueplanet/publications/eng_bluegold-intro.html
BLUE GOLD:   The Global Water Crisis and the Commodification of the World's Water Supply    Revised Edition Spring, 2001 [ 50 pp] 

By:  Maude Barlow, IFG, COC  

Conclusion

  The world has recently celebrated the 50th anniversary of the 1948 United Nations

  Universal Declaration of Human Rights. This Declaration marked a turning point in

  the long international quest to assert the supremacy of human and citizen rights

  over political or economic tyranny of any kind. Together with the International

  Covenant on Economic, Social and Cultural Rights and the International Covenant

  on Civil and Political Rights, the Declaration stands as a 20th century Magna Carta.

  Besides granting full human rights to every person on earth regardless of race,

  religion, sex, and many other criteria, the Declaration includes the rights of

  citizenship, those services and social protections that every citizen has a right to

  demand of his or her government.

  These rights include social security, health, and the well-being of the family,

  including the right to work, decent housing and medical care. The covenants bind

  governments to accept a moral and legal obligation to protect and promote the

  human and democratic rights outlined in the Declaration and contain the measures

  of implementation required to do so. The individual rights and responsibilities of

  citizens as established by the Declaration, together with the collective rights and

  responsibilities of nation-states as established in the covenants, represent the

  foundation stones of democracy in the modern world.

  Yet a half-century later, the lack of access to clean water means that more than

  one billion people are being denied a right guaranteed them in the United Nations

  Declaration. Over those fifty years, the rights of private capital have grown

  exponentially, while the rights of the world's poor have fallen off the political map. It

  is no coincidence that the deterioration and depletion of the world's water systems

  has taken place concurrent with the rise in the power of transnational corporations

  and a global financial system in which communities, indigenous peoples and

  farmers have been disenfranchised. 

  The role of the state has been profoundly altered in recent decades. As writer and  activist Tony Clarke explains, "Stateless corporations are effectively transforming  nation-states to suit their interests in global transnational investment and    competitiveness." It appears that governments and government institutions, even the United Nations, have become, at worst, captive to  these corporate forces and, at best, unable to stand up to them. Citizens have been largely left to fend for themselves.

 In recent years, an international movement of workers, social advocates, human rights  

groups and environmental organizations has come together to put human and ecological issues back on the political agenda. They are forming powerful alliances with  one another to affect government policy in their own countries and around the world and to dismantle or reform global institutions working against them. Public educators are meeting with one another to stem the assault on public education. Environmentalists are working together to slow the progress of international trade agreements. International anti-poverty activists meet regularly to forge a new international "Social Contract" for adoption by governments. […]

The time has come to take a clear and principled stand to stop the systematic devastation of the world's water systems. In the long term, nation-states have to be re-tooled in order to establish the regulations and protections necessary to save their water systems. International law must be developed that recognizes and enforces the social obligations of global capital in the interests of the global "water commons." Most important, the citizens of planet earth must move, and quickly, if we are to save it.

____________________________________________________

[10] http://qsilver.queensu.ca/~mspadmin/ 

Queens University Municipal Services Project [Click on Publications ]

Restructuring, human rights and water access to vulnerable groups [ 7pp]                                            

Presentation by Lance Veotte, South African Municipal Workers Union [SAMWU]

To the International Conference on Fresh Water

Bonn, Germany,  3-7 December 2001 

Lance Veotte is National Water Sector Co-ordinator for the  South African Municipal Workers' Union, or SAMWU, which is the biggest local government union in South Africa. SAMWU is affiliated to COSATU and also to Public Services International, the international public sector federation of over 20 million workers in 150 countries.

In his presentation he first outlines the problems and then goes on to offer solutions.

PROBLEMS include

* The ANC government's macro-economic policy, GEAR - the Growth, Employment and Redistribution Plan. GEAR is a voluntary Structural Adjustment Programme. Drawn up by 11 consultants, many from the World Bank, the government unilaterally adopted GEAR five years ago, replacing the Reconstruction and Development Programme. GEAR urges privatisation of basic services and full cost recovery for all services … in direct conflict with the South African Constitution and Bill of Rights, which say that everyone should have the right to sufficient food and water and social assistance.

* The emphasis on cost recovery and privatisation which has had a shocking effect on the working class and poor, especially over the past year as municipalities have been urged to implement GEAR austerity measures with greater discipline.

*  The promised investment of $30 million that was to be used to extend infrastructure to the poor that  did not materialise - instead a public bank is now lending Biwater over $10million! 

*  In Queenstown's townships of Mlungisi and Ezibhalene, where a Suez-Lyonnaise subsidiary has had control of the water services for a few years. They failed to fix the leaks in the existing water infrastructure and so an exorbitant amount of water loss is taking place on site. 

* The demand for free basic services which grew after a massive cholera epidemic broke out last year in one of the country's poorest provinces, KwaZulu-Natal, after free communal standpipes were fitted with pre-paid meters and poor people were forced to drink from polluted rivers. This epidemic claimed the lives of almost 300 people and hospitalised over 100 000 more.

SOLUTIONS  presented by Lance Veotte include

*No pre-paid water meters
* Public initiatives not privatisation
* No to cost-recovery as a means of intimidating the poor
* No restructuring that does not transform
* Reverse privatisation
*  Water Services Act of 1998
Solutions can also be found in the Water Services Act of 1998, which stipulates that before any private provider can be brought in to deliver water, all known public alternatives must have been investigated and found to be incapable or unwilling..

* Banks to loan money directly to local government
Local government is the developmental sphere of government in South Africa - according to our constitution. Yet very little support is given for the developmental part of local government from the fiscus and instead budgets are cut every year. Municipalities find themselves unable to borrow money to extend infrastructure. In South Africa, the state has instead set up institutions such as the Municipal Infrastructure Investment Unit and the Development Bank of Southern Africa (DBSA). These, instead of capacitating municipalities to deliver services better, are hellbent on ensuring private sector involvement in basic services delivery in water, sanitation and refuse removal. SAMWU believes that the DBSA should have lent the Nelspruit municipality $10million directly rather than loaning it to Biwater where a cut is pure profit.

* Include workers in service delivery planning

____________________________________________________

[11] http://qsilver.queensu.ca/~mspadmin/
Queens University Municipal Services Project 

Publications 

Special report: The bell tolls for thee:  cost recovery, cutoffs and the affordability of municipal services in south africa   [ 46pp]
March 2002

By David A. McDonald, Co-director, Municipal Services Project

dm23@post.queensu.ca

This report is a chapter in a forthcoming book edited by the author and Dr John Pape and will be published by the Human Sciences Research Council (HSRC) of South Africa in mid-2002. Tentatively entitled “Service (Un)delivery in South Africa: The Impacts of Cost Recovery on Basic Municipal Services….

This chapter is being released early because of its relevance to policy debates and the significance of the findings

Introduction -  The case studies presented thus far in this book provide detailed, qualitative information on people’s experiences with cost recovery and municipal services. The studies are based on ethnographic research methods with open-ended  questionnaires and a contextual analysis of people’s life histories. The authors also conducted several concurrent case studies in different parts of the country to allow them  speak more generally to the national  experience with cost recovery

.Conclusion - The statistics presented here are sobering. They offer a picture of post-apartheid service delivery that is at best plagued by affordability problems and overly aggressive bureaucrats bent on recovering costs, and at worst a deep failure on the part of government (both local and national) to ensure an affordable supply of essential services to all. That government has not been closely monitoring and evaluating the scale and character of service cutoffs and affordability is itself deeply concerning.

Perhaps the most important conclusion to draw from this survey is that there is an urgent need to debunk the myth of a “culture of non-payment”. If, as I have argued here, ability to pay is more important than willingness to pay, then no amount of moralizing or threatening is going to alleviate the payments crisis in the country. You cannot squeeze blood from a stone.

From this conclusion flow two others. First, essential services need to be made more affordable for poor households if the promise of service access for all is to be met. The introduction of “free services” is a step in the right direction, as are (steeply) progressive block tariffs. However, the design and implementation problems with free services outlined earlier remain, and stiff resistance from middle- and upper-income rate payers to redistributional mechanisms may make it very difficult to produce the kinds of cross-subsidization revenue flows required at a local level to improve and expand service delivery in low-income areas. In this case, it will be up to national government to provide the funds needed – to make up for the dramatic cuts that have taken place in inter-governmental transfers over the past ten years (recent transfer increases to local government notwithstanding) – and to re-evaluate its own fiscal priorities (e.g. the R40 billion deal for military hardware and the February 2002 budget announcement of a R15 billion tax cut for middle- and upper-income households).

The other conclusion that flows from the issue of affordability is the need for major debt relief for service arrears. This is a sensitive matter, and must not be seen to penalize those who have struggled to pay for their services in the past, but the heartless, and perhaps unconstitutional, practices of household evictions and water and electricity cutoffs are simply unsustainable – socially, morally and economically.

Without some kind of reform it is likely that the backlash to cost recovery will continue in South Africa. Numerous anti-eviction and anti-cutoff organizations have sprung up around the country, and there have been violent clashes with police and security personnel (e.g. over electricity cutoffs in Tafelsig, Cape Town; over electricity cutoffs in Soweto; and over evictions in Chatsworth). In many cases community resistance has been met with bullets, tear gas, arrests and serious injury.

How these tensions unfold in the future will depend in large part on government’s approach to cost recovery and service affordability in the future.

____________________________________________________
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Of liquid dreams: a political ecology of water privatization in Buenos Aires .. [20pp]
By Alexander J Loftus and David A McDonald 

Environment&Urbanization Vol 13 No 2 October 2001 179 WATER PRIVATIZATION

“Latin America is the region of open veins. Everything, from the discovery until our times, has been transmuted into European – or later United States – capital, and as such has accumulated in distant centres of power.” (1)

SUMMARY: The privatization of water and sanitation in Buenos Aires has been hailed  by its neo-liberal proponents as an unprecedented success. This paper takes a deeper and more critical look than many of these accounts. It looks at political and economic changes within Argentina in order to explain the troubling findings regarding the performance of Aguas Argentinas, the private company that won the concession for most of Buenos Aires. The paper begins with a brief overview of the political and economic context in Argentina before describing the process involved in the water privatization in Buenos Aires. It then discusses the outcomes, including changes in coverage and charges to end users as well as impacts on labour and the environment. 

The paper describes how the promised reduction in water tariffs did not materialize (in fact the opposite occurred) and how agreed-upon targets for expanding sewerage connections and sewage treatment were not met. It also describes how the national government intervened to support the water company in conflicts with the regulatory agency and even by-passed the regulatory agency when the water company wanted to renegotiate the contract. Finally, the role of international financial institutions in this process is discussed.
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"The new Economy of water: Risks and Benefits of Globalization and Privatization of Fresh Water [61 pp/ 1 MB PDF]

by Dr. Peter H. Gleick, Gary Wolff, Elizabeth L. Chalecki, Rachel Reyes

February, 2002

http://www.pacinst.org/reports/new_economy_overview.htm
Executive Summary [ 12pp / 500  KB PDF]

This report looks at dangers and benefits of water privatization, offers case studies from around the world, and sets forth principles designed to help guide privatization deals. 

It concludes that governments must establish clear guidelines that ensure fair access to water regardless of income, protect the environment, ensure transparency, and include affected parties in decision-making efforts

The Executive Overview begins by defining 'Globalization', ' Privatization' and "Commodification" and goes on to cover the following topics: 

[] Water is Both a Social Good and an Economic Good [drawing on the conclusions of

The International  Conference on Water and Environment, held in Dublin, Ireland in January  1992 and the United Nations Conference on Environment and Development (held in Rio in 1992) clearly recognized that economics must play a part in efficient water management

[] Globalization and International Trade in Water

[] The Rules: International Trading Regimes [GATT,  WTO, NAFTA etc] 

[] The New Economy of Water: Privatization

[] The Risks of Privatization:  Can and Will They Be Managed?

· Water Provision is a Basic Responsibility of Governments

· Privatization May Bypass Under-Represented and Under-Served Communities

· Privatization Can Worsen Economic Inequities and the Affordability of Water 

· Privatization Agreements May Fail to Protect Public Ownership of Water and

     Water Rights

· Privatization Agreements Often Fail to Include Public Participation and

      Contract Monitoring

· Inappropriate Privatization Efforts Ignore Impacts on Ecosystems or

      Downstream Water Users

· Privatization Efforts May Neglect the Potential for Water-Use Efficiency and

      Conservation Improvements

· Privatization Agreements May Lessen Protection of Water Quality

· Privatization Agreements Often Lack Dispute-Resolution Procedures

· Privatization of Water Systems May be Irreversible

[]  Principles and Standards for Privatization [recommended by the report]

1. Continue to Manage Water as a Social Good

2. Use Sound Economics in Water Management

3. Maintain Strong Government Regulation and Oversight 

Conclusions

    As the 21st century unfolds, complex and new ideas will be tested, modified, and put in  place to oversee the world’s growing economic, cultural, and political connections. One  of the most powerful and controversial will be new ways of managing the global    economy. Even in the first years of the new century, political conflict over the new    economy has been front and center in the world’s attention. […]

Letting private companies take responsibility for managing some aspects of water

services has the potential to help millions of poor receive access to basic water services.

But in the past decade, the trend toward privatization of water has greatly accelerated,    with both successes and spectacular failures. Insufficient effort has been made to    understand the risks and limitations of water privatization, and to put in place guiding    principles and standards to govern privatization efforts. 

    There is little doubt that the headlong rush toward private markets has failed to address    some of the most important issues and concerns about water. 

    In particular, water has vital social, cultural, and ecological roles to play that cannot be    protected by purely market forces.  […]
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