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INTRODUCTION

The Third Consultation

1, An informal consultation was held at the Headgquarters of the World Healrh
Organization (WHO) in Geneva, from 11 to 15 April 1988, on Institutienal
Development in Community Water Supply and Sanitation (CWS). The 19 members of
the Consultative Group included Mr M, Alvarinho, Director, National Water Supply
and Sanitation Agency of Morzambique, Chairman, six econcmists and engineers from
private consulting firms, two CWS specialists from European universities, two
representatives of the Internatiemal Laboux Organizarion (ILO), gix
representatives of finsncing agencies, one representative of the Internatienal
Training Centre ¥for Water Resources Management (ITCWRM/CEFIGRE), and ome
representative frem the International Refarence Center for Community Water
Supply and Banitation (IRC/CWS). Mr €. Wang, Sanitary Engineer, was designated
az Rapperteur. The complete list of participants is attached as Annex I. A
special Study Group (Ammex II) on Cost Recovery in Community-managed CW8
raconvened in IRC/CWS, The Hague, Netherlands, with the same Rapporteur, between
21 and 23 June 1988, in order to complete the findings of the Geneva meeting.

2. The third Consultation was opened by Mr Michael A, Acheson, Manager,
Community Water Supply and Sanitatien Unit, who welcomed the participants and
recalled the background and objectives of the meating. The first Consultation,
which took place in November 1985, resulred in recommendations on administrative
organization, decentralization, intersectoral action, coordinatien, community
invelvement and dewvelopment, and transfers of resources (essentially funds and
manpower)}. The second Consultation, which took place in October 1987, dealt
mostly with transfers of funds: its objective was to recommend improvements in
revenue collection methods and reduction of non-revenue water. While the
members of the first Consultation were sgenior officials from developing
countries, the second Consultation was made possible by voluntary contributiens
from ecomsulting firms, universities, 110 and TRC/CWS, who provided the servicas
of high-level experts. These contributions were renewed on the occasion of the
third Consultation.

3. The objective of the third Consultation, in which representatives of
finaneing ageneles were invelved for the first time, was to review the
recommendations of the report of the second Consultation,? and to Prepsre in
draft form relevant guidance material which would subsequently be submitted to
potential users and beneficiaries, at a meeting of national officials to be
convened in November 1988, The participants of the previous Consultation had
divided themselves into two Working Groups, te formulate recommendations on cost
recovery in CWS: (i) in piped systems (mostly urban, agency-based) - Group I,
and (ii) in other systemg (mostly rural, comminlty-based) - Group II. In the
third Consultation, the only distinetion retained between the rwo Working Groups
was derived from the differences between agency-managed versus community-managed
CWE inztallations,

1 WHO/CWS /87 .5 "Cost Recovery in Community Water supply and Sanitation -
Report of the Second Informal Consultation on Institutienal Development
- Geneva, 5-9 October 1987", also available in French.
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4, Working Group I formulated draft guidelines on the basis of precisze
recommendations from the last meeting, thereby fulfilling the objectives of the
Consultation. The members of Working Group II followed a different approach,
dealing with inastitutional development rather than limiting themselves to
precise lssues in cost-containment and ecost reecovery, The resgpective outputs of
the two Working Groups are therefore different, consisting of a set of draft
guidelines in the case of Group I, and of a breader model in the case of Group
TT, whose work was of a more exploratory nature; this is also the reason why
Croup IT found it useful te reconvene in IRC/CWS.

Sfummary of Findings

5. Tt was generally agreed that the long-term objective of cost recovery could
not he questioned in the present context; rather, it should be defined morc
precisely in different situations, For agency-managed systems for instance,
Group I showed that it could be misleading to assume that cost recovery should
be based on a conventional accounting approach to cost pricing, but rather that
1t ghould be related to the objective of constant liquidity maintenance, without
which CWS agencies cannot survive, As regards community-managed insctallations,
Group 11 felt that the expression “cost recovery” should not be construed as an
economic decision of an outside authoritarian institution to recover its own
costs, but rather as the communities' own objective to cover its own expenses
and maintain a liquid cash position.

6. In both Groups, the concepts of liquidity maintenance and actual ability of
the agency or the community to continue to provide services were regarded as
essential, henmce the definition of a "shoe-bex primciple": nmething can come out
of a shoe-box if it has nmot got in first. This ig an analogy to an old shoe box
being used for storing household cach.

7. Group I therefore developed the findings of the previeus censultation on
plped systems, which were largely dominated by a common econcern that tariffs
which are correctly designed to cover cost expressed in aceounting terms fail to
penerate sufficient cash revenue to cover cash expenditures, because non-revenue
water iz high, ¢ash income is much less than & reasonable portion of
receivables, and while allowances for depreciation and bad-debts are on the low
gide, loan amortization and cash deficits due to unrecoverable arrears tend to
ineresse,

a, Group Il reiterated the objective of community-maintainable water supply
and sanltation (CMWSS), which had been formulated at the last Consultation, and
endcavoured to answer the questions: what should be recovered? why? from
whom? when? how? Besides the definition of fundamental prineiples, the model
proposed includes the identification of key elements of cost and of
sustalnability, the assessment of required community, househeld, and agency
inputs and their relative impeortance during development and recurrent phases,
and the identification of options available for expense coverage.

9. As in the case of the second Consultation, the Working Groups reported
separately on their respective findings, as it became apparent that it would be
vain to try to merge their conclusions and recommendatrions into broad statementg
of the Comsultative Group on the subject of cost recovery in general. There was
no common strategy emerging from one Consultation, but rather one distinct
approach for each Working CGroup (except for liquidity maintenance as a
prerequlsite to sustainability). Thesze approaches are rtherefore presented
separately here.
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PROBLEM DEFINITIONZ

Importance of cost recovery

10. As half of the population of the developing world is still deprived of
adequate CWE services, the provisien of these services free of charge to some
people implies that they will not be extended to others, In view of the current
intensification of CWS pregrammes, hampered by serious budgetary constraints,
the issue of cost recovery from users becomes critical; it is compounded by the
preblem of apporctioning the burdan of rates between people of different needs
and means,

Difficulty to recover full cost

11. The cost of water does tot decrease over time, as the temporary benefits of
capaclty extensions are more than offset by subsequent expenditures for the
mobilization of new resources; therefore the price of water cammot decrease
over time. 1f tariffs are calculated te reflect future needs, they exceed the
means of these who must have water at lew cost. Now the scope for cross-
subsidizatien is reduced as a result of the imbalance between the fast-growing
low-income population and the stagnating or declining large consumers' group.
Efforts to extend services towards urban poor and xural areas are often vain,
because of the persistent need to subsidize those who have water. Ome drop of
water out of three is lost in distriburien; the twe which remain are sold to
the rich at half of their cost price, while only the poor pay to the water
vendors a true market price. '

Cost contalinment

12. As a companion policy of cost recovery, cost contaimment is thus becoming
an  essential  ingredlient of sound financial management. Goordinated
intersectoral action, decentralization, or in some cases divestiture of
responsibilities, ¢an within limits be conducive to improvements in both cest
recovery and cost containment. Technieal improvements -- supply management --
include preventive maintenance and overall reduction of non-revenue water (NRW -
leakage in netwerk + reservoir losses + firefighting and illegal use + mater
under-registration + operational use + all other unpald water), and adoption of
higher construction standards, while demand management essentially consists in
orienting consumption through appropriate tariff struetures.

Cost recovery

13. Costs can be recovered through tariffs, which are used to channel funds
to the supplying sgency, which pays for the resources used, and channels any
surplus to improve or extend the supplies. Tariff systems can be assessed with
reference teo the following four objeectives: equity in relation to present
users, autenemy of the agency, efficiency in the use of resources, and expansion
to future beneficiaries.

2 pbstracts from document WHO/CWS/87.3 "Report of the Second Informal
Consultation on Institutional Development - Geneva, 5-9 Qctober 1987".
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DRAFT GUIDELINES FOR COST RECOVERY IN AGENCY-MANAGED SYSTEMS

RECOMMENDATIONS OF THE CONSULTATION (WORKING GROUP IO

Summary

14, In the dlscussiens of the Working Group on agency-managed systeins
(essentially piped water supply and sewerage), the following main recommenda-
tions evolved, with respect to the organization and operation of CWS agencies:

- the financial management functions within the organization should he sueh
3 to ensure optimum billing and collection efficiency;

- watet and sanitation authorities should be granted increased autonomy 1if
they are to provide a cost-cffective publie service:

- the operations of these authoriries should be more responsive to the needs
of the communities which they serve; this requires improvements in users'
consultation and market research, and effective publie relations;

greater emphasis should be placed on cost efficiency and optimum use of
existing assets;

- non-revenue water, billing and collection efficiency, preventive
maintenance are points of prime concern;

- the question of metering or not has wvarious pros and cons and c¢an never
receive an answer appropriate for all situations;

- "ability to pay" eriteria can at their very best be broad guidelines and
represent an external assessment, whereas "willingness to pay" 1s far more
relevant:

the sector should be well orgenized and financially sound, in order te
provide a serviece for which the community is willing to pay; in order rto
justlfy existing and proposed user charges, cost recovery should be viewed
in the breoader context of providing a cost-effective service, and not in
the narrow sense of impezing a defined tariff; the issue of cost recovery
applies equally to water supply and sewerage services.

15. The implications of these principles in the design of water supply tariff
structures are as follows:

- the public standpost service should be financially autonomous, with an
average tariff to the concessionnaires {entrepreneurs/community
organizations/other agencies) equivalent to the variable costz of supplying
these conneectiong; the rates should be such that at no time the financial
situation of the agency can improve by closing these facilities;

- large consumers should pay the long-run marginal cost of water, accounting
for external diseconomies and resource scarcities;

- the average tariff should be at least sufficlent to ensure that all cash
needs are ceovered (liguidity maimtenance concept);

- where the capacity of the natural drainage sysztem is -- or is ewpected to
become -- insuffiecient, the costs of & sewerage/drainage system (existing
or future) should be pgradually covered by a levy on water uze; the only
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exception that should be made iy water used to cover minimum human
requirements; & similar type of levy should also be applied in the case of
private abstraectilon of water; .

- increased efforrs should be made by the donmor community to help water
supply and sanitation agencies to reach a sound financial position;
projects that may undetmine the financial wviability of the sector should
not be undertaken.

16. The Working Group on agency-mansged systems presented draft guidelines
under seven principal headings:

{1) financial and adainistrative autenomy;

{(ii) cross-subsidization

(1ii) finanelal management and plauming;

(iv) cost-effective operation and maintenance;

(v equity and willingness to pay;

(vi) sector planning and project preparation;

(vii) role of WHO.

Relevant case studies, which were presented at the previous Consultation, are
summarized in Ammex ITT. ‘

(1) Financial and administrative autonomy

Rationale

17. Urban water supply and sewerage agencies should be granted increased
financial and administrative autonomy, 1f they are to become really effective
and free from direct political influences, which ean undermine financial
viability, often result in postponement of urgently needed tariff adjustments,
and divert revenues meant for water and sanitation to satisfy needs of other
sectors. Increased autonomy is alse required if the organization is to attract
adequately qualified staff with apprepriate salaries and carreer structures, agd
it should be regulated by specific legislation defining the objectives and
responsibilities of the agency, and the procedures of accountability to the
community and to the government,

18, The autonomy objective is ezsentially a fipnancial ome, as it requires that
the water utility operate in a breakeven situation; it may correspond to the
liquidity needs of providing a service from existing assets to an existing
¢lientele, or it may be extended to the cost of maintaining on a permanent basis
the provision of a service, including its expansion as demand grows, This breoad
distinction gives an indication as te what can be delegated to the private
sector and what should remain primarily the concern of govermment:

- where there is no anticipated growth in demand which might exceed the
capacity of existing azsets, the sector can be financially autonomous; =8
private ¢ompany can be licensed to operate and maintain existing works;

- if a private company is licensed to build, operate and maintain water
supply worke, it will add to its tariff some proportion of the acquisitien
and constructlion costs of aggets:
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- in a situation where demand iz expected to grow continuocusly, the tariff
should comprise net enly the ligquidity needs corresponding to adequate
cperation and malntenance, but also a provisien fer future development;

- this provision is constituted by inecorporating in the tariff an allewance
for depreciation and a rate of return, both calculated on fixed assets iIn
operation, mnot at their original aequisition wvalue, but at eurrent
replacement cost,

Divestiture of responsibilities

19. In the sequence inpub-output-outcome-impact, the publie institucions are
often seen ax mostly concerned with the maximization of their inputs (e.g. their
development budget) and their outputs (e.g. number of systems constricted) on
which their performance will be assessed. The intention behind divestiture of
responsibilitles is to further improve the output/input ratio, and to maximize
outcome and impact, thereby exnpanding companies' markets and increasing their
power. Clearly, all of these objectives are difficult to achieve and can hardly
be pursued coneurrently by any one agency. When granted a monopoly, which is
generally the case, a private water company may even be motivated by the sole
oblective of maximizing 1ts output/input ratio within a reliable market heyond
which 16 will net willingly expand its gzerviees,

20. Matters of public interest can generally not be vested in private handz in
the ahsence of strict regulatory mechanisms, especially in sectors like water
supply which have direct public health implications, Government interventions
are required to ensure that services will be extended to the less privileged,
that best use will be made of lecally available resources, and that the company
cann remain viable without charging exorbitant prices to other sectors of the
economy (e.g. industry or touriszm),

21. Watetr supply agencies, whether public or private, have a wvery high
proportion of fixed costs, and must devote the largest share of thelr (variable)
income to meet payroll and debt-service obligations. Private companies are
sublect to pressures to ensure the continulty of their service. Their income
structure should be such as to allow for maintenance of existing assetsz and fer
depreciation, and te genarate a surplus to meet service expansion needs. All of
these objectives can be pursued concurrently by a public institution, at the
risk of being suhgidized for its operating deficit.

22_ By contrast, a private company should as a prierity remain creditwerthy,
pay its staff and maintain a satisfactory service level, Provisions are
therefore regquired to monitor and contrel the activities of these private
entities as well as foster their development. Alternatively, their mandate c¢an
he restricted to operation and maintenance activities, with or without
commercial risk. The existence of a wide wvariety of stendard agreements to
govern the relationship between government and private companies in public
utflities suggests that "privatization", despite its merits, may not be an
absolute panacea in CWS, and the process chould therefore be s=selective and
caraefully regulated. Some review of newly-implemented divestiture metheods (e.g.
through leasing in Burkina Faso, or franchising projects executed by the
International Labour Organization in Kenya) is also warranted, together with a
study of social aspects, such as why user proups and cooperatives sometimes run
stsndposts, instead of individuwal vendors.
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Efficiency and Expansion

23, Tariffs incorpeorating an allewance for depreciation and a rate of return
are likely to meet the expsnsion objective of the sector, by chamnelling towards
future beneficiaries the surplus which they generate from existing facilitles.
They are also likely to meat the efficilency objective corresponding to an
optimum use of resources frem all sectors, by channelling funds to pay for these
resources, at least as long as there isc no distertion between their market
prices and their real economic wvalues. Where such distortions exist, tariffs
should be adjusted to refleet the value of water to the economy as a whole
rather than te the utility.

Revelving Funds

24, Revolving funds can contribute efficiently to expansien in domestic water
supply: the model is partleularly well adapted to the specific supply/demand
conditions and expansion mneeds of the water market. While the technical
soundness of these accounting and planning methods is beyond questien, their
ability to facilitate expansion varles considerably between countries, with
specific constraints related t¢ high service costs, slow demand growth, and
inadequacy of the sector’'s iInstitutional framework,

25, T1f due account is taken of inflation te reflect in the cost price of water
realistic depreciation allowances and provisions for extensions through
ravolving fund arrangements, average tariffs may become so high as to defeat the
purposes fox which renewal funds are created. They may exceed the threshholds
of consumers' willingness to pay for the service.

26. Revolving funds can revolve only if growth occurs at every stage of the
development process. The assumption that demsnd will either remain stable or
grow, irrespective of price changes, may apply within limits to individual
consumptions; it does not apply, however, to the e¢ollective demand of mast
communities, which in many develeping c¢ountries will have a fast-growing low-
income consumers' category. Supply limitations (e.g. intermittent systems, high
levels of leakage snd wastage) may also severely affect the growth and service
extansion potential of a revolving fund.

27. The operation of a revolving fund requires a delivery system to transfer
resources from larger urban centres to medium-size towns and eventually to rural
areas. Vehicles to channel such resources and structures to monltor their use
are often absent or deficient, beyond the limits of decentralization of national
water agencles. Centrally-managed publie utilities are generally reluctant to

extend their sctivities to small agglomerarioms as this will tend te lower their
financial performance.

28, Where revolving funds are feagible, they have the merit of forcing the
sector inte a disciplined and reliable orgenizational framework. While they do
not generate yegources, they can aet as catalysts and long-term regulators.
They alse give a better chance to agencies to break even. As long as such funds
continuee to vevelve, the entire water supply sector can rely on their proceeds.
It is however essential that governments be committed to ensure their continuous
financial performance, and in particular that all surplus income generated in
the gsector be earmarked to ensure that revelving funds do revelve.

Decentralization

29. Decentralization can oceur in the form of "deconcentration" (of the central
agency towards the community) or "devolution®™ (of power to the community), or
(preferably) both. It varies according to topographic, climatic and demographic
conditions, and gsuch physical and human characteristiecs often play an important
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role {n the need for decentralization and its success. While CW5S agencies have
known limits to their decentralizatien potential, software providers such as
Health agencles atre usually more deconcentrated, Integration of CWS and other
elements of Primary Health Care (PHC) can therefore serve as gupport to
decentralization.

30. Devolution of authority and responsibility to self-reliant community
structures with support from software providers is probably the most effective
arrangement; it requires Impertant recurrent budget increases, In many
inatances, even though decentralizarien of CWS institutions takes place, therxe
iz little inerease in actvual spending for the rural subsecter, Financial
autonomy should at least be achieved in urban CWS before decentralization can be
effective: this requires a strong  goverument commitment. Community
participation prevides oppertunities for reducing costs In less-privileged
areas. In many cages, urban services have been made more accessible to the poor
through meore participation, varying from voluntary labour (te reduece connectien
eosts), to operation and malntenance of group connections and standposts by user
groups, and autonomous operation of small installations such as handpumps.

31. Deconcentratien of hardware providers is difficult, as the general scarcity
of resour¢es 1s compounded by logistiec constraints. There appears to be a limit
beyond which comstruction, operation and maintenance unit costs become so high
as to offset the benefits of the process.

Autonomy in Development

32, If capital loans, particularly from internatiomal sources, are on-lent on
harder terms than those of the original leanz, the difference should remain
within the water and sewersge sector. Excessive overhead charges imposed by
some eentyal governments onm leans in the water and sanitationm sector should be
reduced or eliminated. CWS agencles should also seek to diversify their capital
structures by enceuraging equity participation from provincial and central
government, and seeking capital contributions from large consumers/users (e.g.

industry) with whom appropriste future water/sewerage tariffs can then be
negotlated,

(11) <Cross-subsidiration

33, Cress-subsidizatien should be selective and carefully designed and
menitored. In terms of equity and economics, the less privileged part of the
population should bear a minor share of the burden of supply of potable water
and sanitation. Neot all agree, however, as to whether people using low-cost
systems (due to size and/or szource) should contribute te the construction and
operation of high-cost facilities,

34. As a result of attempts to transfer financial and other rescurces by cross-
subsidy from urban te rural areas, urban consumers' contributions may become
excessively high; altarnatively, urban tariffe cannot be raised and the water
agency may be in danger of leesing its financial autenomy. Also, municipal or
provineial agencies often comstruct and operate water supply and sanitation
installations; deconcentration may be difficult or useless if the central
agency overlaps with strong regional or local agencies. Finally, in most of the
least developed countries, deconcentration is very limited in all szectors,
because of lack of support and contact structures such as provided by provineial
capitals or vegional development centres, and this limits the decentralization
potential of CW3.
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(i1i) Financial management and planning

35. Greater emphasis should be placed on improved management and planning to
ensure that optimum wuse is made of exilsting assets, that proposed new
investments are fully justifiled, and that user c¢harges are adequate and
acceptable, Effective financial plemming depends on an accurate financial and
techniecal dara base Incorporated in a sultable management information system.
The requirements Iinclude:

- reliable and up-to-date information on: mapping of systems; number and
location of eormections; quantities and costs of water produced; billing,
cash cellection and consumption by eongumers' category (available through
meter and accounting records and/or regular consumer surveys) and other
lndicators;

- proper commercial accounting sudited internally and externally with results
available within six months of the end of each financial year;

- realistic annual budgeting;

- preparation of well-over five-year financial plans in order to determine
the tariff levels required in relation to a pre-defined maintenance and
lnvestment programme; such plans should be conceived as dynamic and net
static, with annual menitering and updating;

- in financial plarning, the maintenance of cash liquidity should be the
prime objective: & peositive balance should be maintsined between sources
and applieations of funds, to cover direet operating expenses, debt
obligations and a contribution te future capital requirements.

(iv) GCeost-effective operation and maintenanca

Cost effectiveness

36. Annugl operating ecosts can be expresszed in terms of direct operating costs
{cash), and capital costs (depreciation and interest) or capital expenditures
in cash (debt-service = interest + amertization of prinecipal). In relatien to
direct operating expenses, the objective should be to optimize the use of
existing assets so that they deliver the most cost-effective service without
needing substantial capital investment., This entails effective manpower
planning (with productivity targets, motivation and appropriate training),
optimization of inputs (e.g, electricity consumption, chemiecals, services) to
minimize unit c¢osts, and efficient maintenance planning with increased emphasis
onn  preventive maintenance and substantial reductions in non-revenue warer
{unaccounted-for water: leaks, illegal connections, inaccurate meters, etc.).

37. The underlying causes of revenue losses should be identified and addressed.
This will improve the quality and quantity of information available to
management, for instance to complete Lits records of cepital assets; understand
the optimum operational performance of the system; optimize billing and revenue
collection; improve operational efficency, which ig essential to ensure
consumey's confidence and satisfaction; and obtain direct benefit from a Ton-
revenue water control pelicy through a reduction in annual operating cests and
postponement of capital works schemes. It should be a major prierity of aty
water and sewerage authority te reduce NRW to a target level of 20% of water
produced, '
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38. Agencies sghould consider improving the f£inaneial wviability of thelr
organizations in order to work towards optimum cost effectiveness. Particular
emphasis should be given to the efficiency of staff, the contrel of nen-revenue
water, Finaneial appraisal procedures, and billing and revenue collection
processes, In some countries, specific attention needs te be given ¢to
controlling the foreign exchange components of operating costs,

39, CWS agencies should place great importance on proper billing and cellectien
procedures, ensure adequate cash inflow and sveld build-ups in arrears which
undermine the efficiency of financial planning. They szhould also explore ways
and means of diversifying their sources of income, e.g. szales of sludge and
reuge of treated effluent, subject to adequate protection against health risks,

40. Women are generally the main users and domestic managers of drinking water,
and are faced with the greatest problems in sanitation {privacy, safety, health,
ete,), Espeelally In the cage of public taps and communal sanitation, they can
be strong =zupporters of both the introduction and maintenance of improved
facilities. However, this potential can enly be used to the full benefit {f
steps are taken to invelve women in project preparation and implementation.

41. Az previeusly mentiomed, the agency can examine the pessibility of
privatizing some of its operations if this can result in a more cost-effective
service. Privatization {(or other forms of divestiture) could be limited to
discrete activities, such as: maintenance of machinery and equipment;
treatment plant operation (water and sewerage); leak detection and repair, and
billing and collection of revenue,

Preventive maintenance

42. Besgides the unpredictable hazards of major breakdowns in the absence of
preventive measures, the rationale for investing rescurces 1n preventive
maintenance is based on expected improvements in the relisbility of the supply,
and avelding or postponing lump-sum rehabilitation or new investment.
Preventive maintenance alse lowers recurrent costs, In develeping countries,
its importsnce could not be overemphasized in view of the gradual deterloratilom
of water systems and the high level of NEW, The amount of preventive
maintenance required varies from ome system to the other, Failure to carry it
out may lead to inability of a system to operate as orxiginally designed or to
work at full ecapacity., The need for preventive maintenance can be Ffurther
justified on the premise that no meaningful waterworks exXpanslion programme
ghould be initiated if cthe existing system is not properly operated and
maintained,

43, The premature replacement or rehabilitation of equipment which has not been
properly maintained invelves the utilization of scarce funds which ecould
perhaps have heen employed to extend CWS servieces to more people. It 15 also
important in some cases to consider the problem of intermittent water service in
small urban and rural areas. In some developing countcries, most water systems
operate at best 12 hours a day. This may be due te inadequate operations and
insufficient capacity of the facilities, or resorted to in an effort to minimize
pumping and energy costs and thus reduce charges, In the latter case, this
means that the system is not operating at its full capacity because the
community oprefers to pay minimal c¢harges. To improve the system on the
assumption that it will be operated 24 hours a day may be illusory because there
is no assurance that the users' preference will change. In most urban systems
however, increasing reliability incresses the potential of cross-subsidization
to less privileged consumers. Capacity constraints caused by high NRW and
intermittent service often encourage large consumers, particularly industry, to
build their own private supplies.
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Metering

44. Indiseriminate metering in small urban systems may not solve problems which
are generally related to poor operatienm and maintenance, As mentioned in the
¢ost recovery optiomg, it may be prudent to reconsider the flat or rather graded
rate concept as an alternative to total metering, particularly in the case of
weak institutienal set-up and insufficient technical and organizatiodal
capability. In order to minimize water wastage associated with flat-rate
connections, regulating deviees such as flow restrictors, may be used to limit
the quantiry of water provided feo users. In all cases, local conditions and
acceptability by the community of the propesed changes should be fully taken
inte account.

45. ©Some of the arguments for asnd against metering can be summarized as
follows:

- pros: ineresse in revenue - equity - reduction of misuse and wastags -
conservation of the resource - more accurate economic costing and prieing
providing signals to increase or decrease consumption - use of & single
patameter (veolume) - differential tariff struetures accerding te volume
consumed - poessibility to calculate meaningful lifeline rates, ro prediect
average revenue and growth in demand - improvement of the commereial and
accounting organizatien, management and contrel of & public utility -
better technical control of water supply systems {zubject to adequate
master metering).

- cons! cost (acquisition in foreign currency, installation, preventive

maintenance, inspeetlen, repairs) - consumers' resctions to defective
meteys (vandalism, non-payment) - irregular income (as opposed to flat
rates) - high levels of under-registration and other techmical problems

(adaptation to locsl conditions) - logistic and other diffieculties related
to inspection and reading (on which billing and collection depend) - high
level of accuracy required prior to computerization - billing system purely
volumetric and impersemal perhaps not adapted to equity objeectives - poor
relisbility of supply may be an obstscle to cousumers' willingness to pay
for metered consumption.

46. Metering is not in itself a cost-containment measure; it is a step which
should be considered first upon starting improvement programmes designed to
reducs the level of nen-revenue water. NRW includes legkages in pipes, under-
registration by defective meters, reservoir and other operational lesses which
can decrease as a result of physical rehabilitation of facilities and technical
improvements. But it also ineludes the considerable amount of water which is
consumed either illegally or because laws to regulate the use are non-existent
or mnot enforced, and this rslges a more geriocus problem of resources
management - ‘

{(v) Equity and willingness to pay

47. The misplaced concept of free water is still in use in many countries, with
politieisns advocating equity and philosophers arguing that human rights to
water were recognized in rhe most ancient culrures. Water as a public commodity
should be available te all., In most developing countries, where full coverage
is far from attained, the supply of free water to any given consumer implies
that the service will not be extended to others who have equal right te it.

48, It is often assumed that water at the standpost should be free: this is
generally mnot feasible in the many countries where hundreds of thousands of
consumers are either served by standposts, or not served, while only a few
hundreds of those with private ¢ommections can be xegarded as large censumers
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likely to subsidize others. 1t should also be realized that many water supply
agencies in developing countries are or will be confronted with periods of acute
liquidity shortages and capacity short-falls. Management is often forced to
close down non-revenue services to remain In operation.

49. To the poor, who consume little water and have a tradition of paylng high
prices to vandors, for a service whiech iz generally accepted as it is, equity is
essentially related to actual qualitative improvements, easier access, and the
extension of sipnificant advantages to as many people as possible, Whether the
improvement is significant or neot will be a determinant of the acceptability of
the propoesed tariff, this willingness to pay is prebably much mere important
than the concept of affordability.

50, Willingness to pay should be measured through regular consumer surveys,
which would gauge consumer satisfaction with the existing service and proposed
changes ., Special steps should be taken to ensure that the views of women as
main water ugers and domestle managers are investigated and recorded szeparately,
Cost recovery will be greatly facilitated if the services provided correspond to
the needs and willingness to pay of the users. Involvement of the community in
pte-planning, planning and evaluation activities 1s essential te ensure users!'
participation in the cost recovery process,

31. Specifie attention should be given to the needs of the urban poor to ensure
that the tariffs levied are reasonable sand appropriate, and that they serve to
optimlze the consumers' use of the system Iin relatien te what they can afford,
In addition, to serve the large and fast-growing leow-income urban population,
there 15 8 need to widen the range of intermediare options between pald private
connections and free public standposts, and to mateh the needs of users with
varying financial and administrative szolutionz. Poszible options include:
shared private connections and sanitary blocks szerving clusters of households,
metered group connections paid for by a larger user group with irs own proup
committee, semi-autonomous systems (piped water sold in bulk to a specific
nefghbourhood or group which organizes its ewn distribution system), autonomous
systems (groups or neighbourhoods establish and manage their own community-based
systems), concession sales by female heads of hougeholds (whe have ne other
source of income and can also give hygiene education).

22. A large share of the sector's Income goes to water vendoers: the less
privileged consumers who do not even have standpost service often pay ten times
as much for water as the c¢lients whe enjoy the benefit of a private house
connection., In some countries however, water vendors are provided with a
private metered connection supplying a public standpost. A concesslon agreement
1e made between the utility and the wvendor, with covenants stipulating the
concessionnaire’'s maximum selling price and other obligations. Consumers pay
mueh less than they would to vendors, and each concession has a profit margin
equivalent to a reasonable salary.

23. Health education may increase the willingness te pay but water/sanitation
improvements are often adopted for other reasons {(convenlence, status, etc.}.
Health education should be directed at the entire community, particularly st men
when they are the main financial decision-makers. It should not be limited to
mere prometion and distribution of one-sided health messages but be based on
thorough knowledge and understanding of the target groups.

34. A stepped tariff structure should form the hasis of the main charges levied
on the community, This type of structure encourages consumers to save water and
avoid misuse and wastage, and it reflects their willingnes=z to pay for different
levels of services, Diffarential structures should be developed for different
user groups {(e.g. domestic and industrial/commercial) for both water and
sewerage services,
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55. It is essential to convey, not only te the authorities, but also to the
general publie, the message that adequate water rates are necessary for the
continuation and improvement of services and as such should be reviewed
annually. The donor community should support water supply and s=sanitation
agencies In thelr efforts of educating authorities and consumers alike in this
respect.

(vi) Bector planning and project preparation

56, Sector planning should be more creative and flexible in identifying
appropriate projects for support by the international community, Current gector
planning is often earried out in isolation by each ministry or internarienal
development agency and only serves the needs of the particular institution,
This inevitably leads to duplication and competition which is detrimental to the
rational development of the water supply and sanitation sector. A more
coordinated approach is warranted, which imvelves all of the relevant
institutiens in the country concerned and the interested international
development agencies (multilateral and bilateral). This has implications on the
coordination of financing plans and therefore on rhe cests to be recovered,

57. In the project preparation process, there are several Important factors
which should receive more prominence in the drafting of terms of reference and
project specifications:

- mere emphasis sheuld %e placed on market research and community
participation at all stages of project preparation, through user
consultations and consumer surveys, to ensure that the service offered
matches the "real® demand;

- more consideratien should be given to community-managed projects in low-
income areas as a more cost-effective method of extending coverage and
providing phased improvements in levels of service;

- the effective wuse of local expertise and the mobilization of local
resourees should be encouraged;

- more effective and appropriate technical suppert should be provided to
water supply and szanjtatien agencies in the form of comsultancy contracts
which require not only the study of a problem and preparation of
appropriate solutions, hut alse advice on implementation and monitoring
through local agencies;

- risk analysis should be included in project identification and
implementation;

- greater attentlon should be paid to realistic ilmplementation schedulas,
accurate project costing and acceptable standards of construction;

- it should be realized that it takes time for water supply agencies to reach
a sound financial situation;

- the monitering of project Implementation and post-implementation
performance szhould be made more effeective.
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38. Intersectoral action 1s also required in the less-privileged districts of
large citles; shortly before CWS services are extended to these areas, the need
igs felt by many water and sanitation agencies to obtain support from more
decentralized structures such as those of the Public Health or Education
sectorg, in okder to ensure that the future beneficiaries are adequately
informed of the costa and benefits of CWS services, and that they will in the
future save water and accept te pay for it, Similarly, although to a lesger
extent, Intersectoral collabeoration can result in Improvements in both cost
containment and cost recovery in the residential and industrial areas of large
urbsn agglomerations. The activities and costs of intersectoral programmes
should be included in pre-investment planning studies,

39. Human resources development plays a wvital role in the improvement of the
watey and sewerage sector. The internaticnal donor community should support and
engourage the human resources aspects of development by including project
components for developing training needs analyses; initiating and supporting
management: development programmes; and assisting organizations to manapge changa
by supporting institutional development programmes, and develeping and
implementing improved operational and management procedures.

60. Without support in these e¢ritical areas, the improvements required in the
sector may not be achievable. Donor agencies should emphasize the importance of
human resources development as an essential iogredient in the overall
improvement of water and sewerage organizations. Development programmes should
be primarily directed towards human resources productivity, public relations and
community inveolvement, finaneial management, preventive maintensnce, and
inproving billing and collection,

(vii) Role of WHO

61. Besides 1ts activities in human resources development, WHD acts as an
imporcant ferum fer the exchange of views and informatien on the development of
the water supply and szanitation sector. However, there are a number of wayz in
which this role could be made more effective and practical;

- organize regular exchanges of wviews and analyses of development in
financial and management topics related to water supply and senitatlon:
thiz eould be in the form of a regular journal drawing contributions from
and being circulated to finance and management specialists of water and
sanitation agencles and other appropriate institutions in developing
countries, international development agencies such as the International
Labour Organizatien, natfonal and iInternational research institutions,
consultants and other interested parties;

- promote and support technical research on specific issues in the water
supply and sanitation field, e.g. improvement of watey metars:

- promote In-depth research inte specific topics of current Interest, e.g.
cost recovery, or provision of CWS services to the urban poor;

- continue to promote operation and maintenance suppoert programmes (Anmex IV)
and cooperate with ILO in these areas (Annex V),

- . prepare and disseminate information on specifiec CWS rtechnical subjects,
e.g. financing options for piped systems (Annex VI),
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PROPOSED FRAMEWORKE FOR COST RECOVERY
IN COMMUNITY-MANAGED SYSTEMS

RECOMMENDATIONS OF THE CONSULTATION (WORKING GROUF IT)

Background

62. Working Group I was charged with the tasks of (1) studying cost recovery
for community-maintainable  water supply and sanitation systems, using
recommendations from the 2nd Informal Consultation as background reference, and
(2) developing the hasls for draft guidelines for practitioners. Five gquestions
were posed;

What should be recovered?

Why should it be recovered?

From whom should it be recovered?
When should it be recovered?

How should it be recovered?

Of partieular concern was the subject of ¢ost recovery issues in settings
where it is difficult to obtain monetary coentributions or user payments to
fully/partially cover investment and operation and maintenance expenditures. In
develeping countries, cost recovery should be seen as a means to achieve higher-
order goals and impacts of CWS Interventions -- e.g. improved health, improved
quality of life, or incressed economic development. It should neither be an
isolated theme nor an end in itgelf.

Thus, for community water supply iInterventions, cost recovery ls s critical
building ®lock of project sustainability, wheress for low-cost sanltation
interventions, it is an important means leading to the achievement of wide-
spread latrines eeverage, 1.e. increased general ownership and use. Finally,
cost recovery issues for projects intended to serve cash.poor communitles cannot
be addressed without exploring fundamental development concepts (divergence-
convergence format, illustrated in Figure 1),

Working Group II met in WHO, Genewva, from 11 to 15 April 1988 and in
IRC/CWS, The Hague, from 21 te 23 June 1988. The Geneva Consultatien resulted
in the elaboration of a broad model for dealing with cost recovery in community-
managed water supplies. This model was subsequently developed during rthe
special Study Grouwp in The Hapgue, which alse included discussions on household
sanitation, and the preparation of two draft cost recovery frameworks.

It should be emphaszized that at this stage, sustainability aspects are
considered with regard teo project operation. Approaches to project development
and agency/sector sustainability can subsequently be explored.
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Cast Recovery

Need to Conszider
Within Larger Setting

Identification of 10 Key Elements
of Sustainability / Latrines Coverage

A Analysis of Required Inputs Y
For Various Actors in Process
Development Phase / Operational Fhase

Development /Refinement of
Framework Concepts and
Steps Iin Process

Frameworks for
Expense / InveﬁtmETi
Coverage

Figure 1. GSchematie of Approach Followed by Working Group II.

Qutput and Potential Uses

63. Draft frameworks applying to the following twe situations were developed:

- For community water supply, where ownership and responsibility for
operatlon and maintenance (084} of constructed farilities are transferred
from the ministry or erganization responsible for construetion ever to the
communidty.

- For household sanitation, where ultimate responsibility for construection of
simple, on-site, non-water-borne sanitation units, and on-going cleaning
and periodie maintenance, rests with individuals (eonstructien csn be on a
fully-, partially- er non-subsidized basis).

The draft frameworks are Intended as analytical tools to be used to achieve
better understanding of cost recovery issues In project development. They can
help to ensure that cost recovery principles are identified, analyzed, planned,
designed inte projects, applied, refined and svaluated in different country-
/programme- /project-level contexts. Importantly, they cam alse be used as
budgeting tools, They provide the bases for interactive processes Involving
project plannersz and beneficiaries. They are flexible, and can be modified to
sult particular use and user requirements. Perhaps their greatest value will
oceur when actively used by project actors as tools in joint planning and
decision-meking processes.

Relevant case studies, which were presented at the previous Consultation,
are summarized in Annex VII.
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Exhibit I, Possible Applications of Cost Recovery Frameworks

During Development Phase:

% Project preparation:
- To identify resource inputs, commitments, responaibili-
ties and rights of projeet beneficiaries and responsible

executing agencies.

- To prepare budgets for financing institutions, executing
agencies and communities.

* Froject appraisal:

- To determine soundness of project design in terms of cost
recovery and sustainasbility.

During Operaticenal Phase:

% Project appralsal:

- To assess soundness of existing project design in terms
of cost reeovery and sustainablility.

- Te evaluate projeect success and performance.

Other Possible Uses:

* To develop CWS cost recovery policies and strateples.
* To define monitoring indicators.

# Te provide informatiem on cost recovery issues through
case studies and werkshops.

Though primarily designed for projects in rural settings,

the draft

frameworks sre felt also to be applicable to urban sattings where similar
circumstances msy be encountered, e.g. in some slums, squatter communities, and
peri-urban areas.

The draft frameworks, similar in general application to both water supply

and household sanitation, comprise six steps:

Step 1. Define framework appliecatioen,

Step 2. Define input indicators.

Step 3. identify and assess required inputs,
Step 4, Quantify required inputs.

Step 5. Identify sources of required inpurts,
Step 6. Finalize responsibilities.
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Steps 1 and 2 are used to clearly define application, units of measurement,
desired results, and intended users; step 3 is used to 1dentify and assess
required inputs and their timing, with inputs framed within larger development
contexts of sustainability for water supply, and Iincreased latrines coverage for
sanitation; step 4 fis used to quantify these cash and in-kind inputs; steps 5
snd 6 are used to Identify and select sources of required cash and non-cash
inputs.

The intention of the above-deseribad stepsz s to develep and refine
information that leads to more realistic planning, better decision-making and
Fair, equitable esztablizhment of reciprocal responsibilities, commitments and
rlghts.

Why Two Frameworks?

64. Sepavate draft frameworks have bheen developed for community water supply
and for household sanitation, as there are impertant cost recovery distinctions
that can be made bhetwsen the two types of projects: operational expenditures
usually represent a much larger share of teotal preject-life costs for water
supply prejects than for household sanitation projects (Figure 2); for water
supply prejects, cost coverage relates primarily to operatiomal activities, to
meet O&1% and replacement expenses, whereas Ffor Jlow-cogt sanitstion schemes,
cost coverage ¥elates primarily te investment aectivities, to meet costs of
construction in materials, labour, ete, For water supply projects, the main
goal is sustalnability. For leow-cost sanitation schemes, the main goal is
expanded, improved latrines coverage.

Recurrent Costs

Investment Investment
Costs Costs

L

WATER SUPPLY HOUSEHOLD SANITATION

Figure 2. Relative Discributions of Investment
and Becurrent Costs During Lives of
Community Water Supply & Household Sanitation Projects
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Terminology and Elementz of the Models

65. The expression "cost recovery" can convey an impression of hard-line, no-
compromise economic decisions and authoritarian institutions: this may be
inappropriate iIn the context of cash-poor settings., New expressions are
therefore adopted here: “expense coverage" for water supply and *investment
covergge” for household sanitation.

"Compunity" in the context of community water supply means the
collective pgroup of wusers that accepts full responsibility for
ownership and 0&M of installed facilities,

"Agency+" is defined very broadly and means any organization, bedy or
person outside the Community. Agency+ may be a ministry/-department of
water, anether private or public institution, a financing or donor
organizatien, a non-Goverrment orgsnization, etc., or any combination
of organizations,

"Household" in the context of household ssnitation means the in
dividual/family that accepts responsibility for constructing and
maintaining a low-cost, en-site, non-water-borne sanitation unit.

*"Ex-Household" is defined very broadly and means any organizatien,
body or persons outside the Household, Ex-Household may be a
ministry/department of health, another private or public institution,
a financing or donox organization, a non-Government organization, the
Community served by water supply, etc., or any combination of
organizationg.

"Key elements of sustainabilicy" relates to community water supply
projects and means the 10 elements identified below and briefly
deseribed in Exhibie II1,

"Key elements of latrines coverage" relates to household sanitation
schemes and means the 10 elements of latrines coverage identified
below and briefly described in Exhibit 11T,

"Expense coverage" relates to community water supply projects and
means the accumulatien of sufficient eash to cover incurred expenses.
Expense coverage necessarily implies liquidity and positive cash flow.
Depending on situations and where appropriate, eXpense coverage could
alseo Include major veplacemsnt  expenditures  and/or capital
centributions.




WHO/CWS/88.7

Page 20

*#*

k]

La

"Investment coverage" relates te household sanitation schemes and
means the accumulation of sufficient cash to meet and/or pay back (1)
any ceonstruction costs not covered by others, and which canmot be
replaced with in-kind inputs, and (Z) maintenance phese expenses,

"Development phase" and "operational phase” mean the project phages
occurring before and after change in ownership and responsibilities,
For water supply, the dividing peint occurs when the completed system
is officially “handed-over"” to the Community. ¥or Thousehold
sanitation, the dividing point occurs when the individuoal/family
accepts responsibility for constructing an on-site sanitation unit.

"Inputs" means required resourcesz that must be supplied by the
Community, Agency+, Household or Ex-Household to engure satisfactoxy
achievement of key elements of sustainability or latrines coveraga,
Tnpute are divided into time, skills, materials/equipment and cash,
where

Time refers te magnitude of "labour” and "communicatrion”™ time,
defined as follows:

"Labour time" means time associated with unskilled, physical
labour activities, e.g. digging, removal of stonaes,
transpotrtation of building materials, ete, Labour time can
be on a paid basis, or contributed as in-kind input,

"Communication time" means time associated with all other
project-/scheme-related activities, e.g. for awareness
creation, consultationg with, within and by the Community
or other groups, organization, training, plamming, design,
construction, support, follow-up, etc,

Labour time + communication time ~ 100 percent of all time
lnputs,

8kille refers to importance of required skills.

Mat'ls/ refers to magnitude of supplies valued at geoilng market
Equip. rates.

Cash refers to magnitude of cash transfers at Community-level or
within the Community.
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Exhibit II. Water Supply: Key Elements of Sustainability

Key Element No. 1. Scrong Community institutions.

Relates to institutions and administrative mechanisms required for
succesaful commmity-based msnagement, especially implementation of
exXpense coverage -- e.g, community water/health committees, women's
groups, financisl management systems, etec. '

Key Element No. 2. Appropriate skills,

Relates to development and wmaintenance of all technical and non-
technical Community/Agency+ skills requiraed to successfully implement
community-based management and expense coverage.

Key Element Ne, 3. Coverage of required operational phase inputs.
Relates to coverage of operationsl phase cash/in-kind inputs ecomnected
with provision of water supply at planned servies levels.

Eev Element No. 4. Suppertive attitudes,

Relates te development and reinforcement of general human attitudes
essential for suecessful achievement of sustainability and expense
coverage -- e.g. understanding, motivation, choice, ownership, etc.

Key Element No. 5. Accepted service levels.

Belates to understanding and acceptance of levels of service assoc
iated with water supply facilities to be constructed -- e.g. con
tinuity and reliability of supply, maintenance requirements, costs,
ete. Closely linked with technology chaoice,

Hey Element No. 6. Appropriate technology.

felates tro selection eof water supply technology suitable to glven
situations. Aleng with other technical/non-technical factors,
willingness te pay should help determine techmelogy cheice.

Key Element No. 7. O8M-related gsupportive systems & services.

Relates to establishment and maintenance of backup systems and ser
vices that must be available at appropriate time, provided to required
extent by others outside Community. Examples of systems/services
irclude distribution of spare parts; provision of equipment and
technical expertise to carry out major repairs; etc,

Key Element No, 8., Community extension services.

Relates to important activities initiated mainly by Agency+ -- e.g.
community organization, wmobilization and participation, thealth
education (both initlal and ongoing), etc.

Key Element No, 9. Decisions on responsibility.

Relates to formal decisions between Agency+ and Community at start of
project where there 1= agreement and clear statement concerning who is
responsible for what, when,

Key Element No. 10. Execution of responsibilities,.
Relates te carrying out of timely development and operatienal phase
responsibilitiesz as agreed upon in Key Element No. 9.
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Exhibit III. Household Sanitation: Key Elements of Latrines Coverage

Key Element No. 1. Appropriate technology,

Relates to selection of on-site sanitation technolegy suitable ro
soclo-cultural conditions of area. Afferdability, acceptability,
availability of materials, loecal soil conditions, locally-known
construction techniques, etc. should be amongst criteria that in
fluence technology choiee,

Key Element No, 2. Suppert of loecal leaders.

Relates te strong suppert for health improvement actiens by recognized
community leaders (formal and informal) that motivates community
members to take action,

Key Element No. 3. Local awareness.

Relates to creation of awareness and reinforcement of beliefs amongst
individuals and households concerning benefits of, and needs for,
better hygiens and sanitation.

Key Element No. 4. Household priecrity.

Relates to individual/household attitudes and desires to genuinely
want to construct and use latrines. Priority iImplies willingness to
contribute required cash and/er in-kind contributions.

Kev Element No. 5, FExamples of low-cost sanitation successes.

Relates te positive promotional effects gained by developing and
having successful latrines projects to refer to, visit and learn
from.

Key Blement No. 6, Appropriare zkills.

Relates to development and maintenance of technical and nen-technical
skills required to successfully finanecially support, implement and
sustain household sanitation schemes.

Key Element No. 7. Involvement of women,

Relates to communication with, and meaningful involvement of, women,
who must be considered prime movers and family-unit opinlon-formers
for better hyglene and sanitation.

Key Element No. B. Community extension services.
Relates to health-related activities -- e.g, health education --
initiated, implemented and fellowed-up by public secter institutions.

Key Element Na. 9. Decisjons on responsibility.

Relates to formal decisions between Household and Ex-Household at
start of project where there is agreement and clear statement
concerning who is responszible for what, when.

Key Element No. 10, Execution of responsibilities.
Relates to carrying out of timely development and operational phase
respensibilities as agreed upon in Key Element No, 9.
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Deglsion process

66. Fer watar supply, an important concept underlying the key elements of
sustainability iz that the Community -- and especially women -- is/are actively
involved in the decision-making process, 1i.e. that project beneficiaries
themgelves discuss options, implied service levels and costs, levels of cash and
in-kind commitments they are willing to bear, sources of cash and in-kind
inputs, etc., and then select the technology best-suited to their own particular
situation. This type of decision-making process ¢an be represented schematically
(Figure 3). This process requires time, an important point to be realized and
accepted; it very often, however, will result in more realistic projects, and
lower investment and recurrent costs. :

Identification of Alternatives

b\

Alternative A, Alternative B, Alternative X.
Service Level/- Service Level/- Service Level/-
Associated Costs Associared Costs Associated Costs
W
Willingness to Pay #---- Alternative Options

1

Reiterative Cycle(s)
(1f/as necessary)

In cages where closer
examinatrion ¢f alter-
natives, additional
data, correction/re-
finement, ete. is tre-
guired.

Decizion on Best
Overall Alternmative

Figure 3. &Schematic of Decision Process Model.
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Cost-sharing Modal

€7. A key questlon relating to water supply is "What costs are to be recovered
from the Community?". The answer depends essentially on policies, economic
reglities, cash availability, social customs, and cultural practices, In some
instances, depreciation and interest may be included, though expense coverage
will be mere likely limited to O&M costs and im rare instances replacement
costs. Types of costs that can be included under wateyr supply expense coverage
are identified in Table 1. The figure on the left-hand zide of the table shows
there exists a boundary between Community and Agency+ responsibilities having
implications concerning which costs each party must be prepared to fully or
partially bear. The boundary line shown is intended to be illustrative only; im
fact, it will vary, and should be drawn on a case-by-case basis.

Table 1. Cost-sharing in water supply.

Cost Divislon Cost Type (see alco Appendix A)

l — | %  Routine O&M,
Community * Routine repairs.
Share = ™ *  Replacement/repair due to vandalism.
el *  Replacement/repair due to Iimproper or negligent O&M
MEHHM\ by Community,
e

Replacement of worn-out equipment at expiry of nor-

mal zervice life,

Extracrdinary replacement/repalr requiring special-

ized equipment, highly skilled technicians, ate,

Partial/full recovery of investment.

* Extension/upgrading of services,

*  Replacement/repair due to faulty construction/in-

stallation by Agency+.

~; Agency+ %  Replacement/vepair caused by natural disasters.
Share *  Replacement/repalr caused by war,

Debt service.

/"//”/’

:

Tf\

Cost Racovery

68. How costs can be recovered at Community-level, i.e. from what socurces, is
also a major area of concern. There are often a number of options that can be
considered; major ones are identified in Table 2 and treated in detail in "What
Price Water? User Participation in Paying for Community-Based Water Supply”, by
Christine van Wijk-5ijbesma (IRC Water and Sanitation Centre Qeccasional Paper
Series, The Hague, March 1987). See also Appendix B,
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Table 2. General Types of Financing Options Available to Community

Community Pund-Ralsing Regular Charges
. Voluntary funds . Unmetered flat rates
- Community revenue . Unmetered graded rates
. Community revolving funds . Mixed systems
. Production Cooperatives . Meterad taps
Watar Vending Water Taxes
. Direct taxes
. Indirect taxes

Fresentation of Draft Frameworks

69. The six-step draft framewerks for water supply and sanitation are similar.
For the sake of clarity, the steps of each framework are presented separately,
as Exhibitg IV and V, respectively.

Framework tables to be completed are included in Appendix C:

For water supply: Tables WS.l, WS.1.1, Ws.1.2, W§.1.3,
WS.1.4, WS.2.1, WS.2.2, WS.2.3 and WS.2.4

For houszehold sanitation: Tables HSN.1, HSN.1.1, HSN.L1.2, HSN.1.3, i
HSN.1.4, HSN.2.1, HSN.2.2, HSN.2.3 and o
HEN.2 .4

Coding and limired notes are ineluded with the tables, and definitions have
already been given, but clearly, completion of the tables requires some
subjective evaluation and estimates. Further, since the variocus key elements of
sustainability/latrines ecoverage are not mutually exclusive, there are bound to
be areas where overlap can occur, ‘

Given the above, it iz important to try to maintain as cemsistent a set of
judgement values and "rules" as possible to avold doubling up identified inputs,
This may initially involve some backtracking and cerrecting of previsusly-given
ratings before a cousistent logic is developped, but afterwards, procedures
should become fairly routine,

It is envisaged that key elements of sustainability and latrines coverage
be wviewed differently depending on progress in tha project cycle. At
conceptualization and Initiation stage, the key elements represent goals/-
objectives/targets to be achieved. During implementation phases, they arte
activities. And for monitoring, review and/or evaluation exercises, they are
standards against which preopgress or achievement are measured.




WHO/CWS/BB.7
Page 26

70. Stepg 1 and 2 of the process are important; investing time wiscly te define
intended application, indicators and units of measurement will result in clearer
thinking and better end-results.

Step 3 1s critical, as it establishes the overall econtext in which
expense/investment coverage must be seen, and demonstrates impertant relation-
ships between various key elements and various involved parties. For
illustrative purposes, completed "Overview" and "Assessment of Inputs" forms are
presented az the last section of this report, "Examples of Completed Tables";
these relate te water supply and household sanitation in general, besed on
collective Group kneowledge and experience,

Once Step 3 is completed and inputs azssessed, {t iz apparent where, when
and from whom major inputs are required. Further, information exists in eazily

visualizable form, {.e., "*%*" ipmediately draws attention to Inputs of
impertance, while " - " indiecates that comparatively little, or no, imput is
raguired.

In proceeding through the analyses of required inmputs for the different key
elements, it should alse become quite clear which key element areas require
attention and what specific needs arise -- especially useful infermation at
initial planning and mid-course review stages of a project,

In Step 4, reguired inputs which were given relative weightings in Step 3
are quantified. Cash needs and inputs with budgetary implications can be
quantified in terms of currency -- both local and foreign, if appropriate --
while in-kind inputs can be quantified in appropriate units, e.g. as days of
time, pumbers of items to be supplied, cubic meters of materials, ete,

Steps 5 and 6 require that szources of required cazh and in-kind inputs be
{dentified, then selected. Impliecitr 1in these two steps 1z the clear
establishment of mutual rights, responsibilities and commitments (financial and
otherwise) that each party agrees to assume during project execution. Steps 5
and 6 form the bases for Key Elements Nos. 9 and 10 for both watexr supply and
household sanitation,

Follow-up

7. The draft frameworks for community water supply and household ganitation
are to be considered as preliminary. At this point, they are theoretical and
conceptual only; they now need to be critically reviewed by petential users in
both developing and developed countries, field-tested, refined and modified as
appropriate. In addition, expense/investment coverage case studies, with data
and- experlences translated into common bases for comparative purposes, nesd to
be developed. It is suggested that WHO, within its esteblished international
mandate for institutionazl development related to CWS sector activicies, 1s a
logical agency to promete and support the further framework development efforts
that are required.
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Exhibit IV. Water Supply: Expense Goverage Frameworlk

Define appliecation, intended use, required formality
of results, and required levels of detail and com-
pleteness,

Review 10 key elements of sustainability and revise
ag required.

Define indicators amd units to be used to measure
key elements of sustaingbllity, and assess overall
quality of informatien available.

Complete Table WS.l to gain overview of inputs and
timing of inmputs required by Agency+ snd Community
during development and operational phases of
project,

Complete Tablesz W5.1.1 and W$.1.2 to break dewn

required Community inputs during development and
operational phases of project into time, skills,
materials and equipment, and cash.

Complete Tables WS.1.3 and W5.1.4 to break down
required Agency+ inputs during development and
cperational phases of project,

Complete Tables WS.2.1 and W8.2.2 to quantify GCom-
munity cash and in-kind inputs required during
development and operational phases of project.

Complete Tables WS.2.3 and WS.2.4 to quantify Agen-
ey+ budgetary and in-kind requirements during devel-
opment and operaticonal phases of project.

Identify and select sources of required cash and
non-cash inpurs for (1) Community, and (2) Agency+.

Finalize responsibilities, commitments, rights and
budgets for (1) Community, and (2) Agency+.
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Exhibit V.

Household Sanitation:; Investment Coverage Framework

Step 1.

Define application, intended uge, required formality
of results, and required levels of detail and com-
pPleteness.

Review 10 key elementsz of latrines coverage and
revise as required,

Define indicateors and units to be uzed ro meazure
key elements of latrines coverage, and assess over-
all quality of Information available.

3B.

3c.

Complete Table HSN.L to gain overview of inputs and
timing of inputs required by Ex-Household and House-
heold during development and operational phases of
preject.

Complete Tables HSMN.1.1 and HSN.1.2 to break down
raquired Househeold inputs during development and
operational phazes of project into time, skills,
materials and equipment, and cash.

Complete Tables HSN.1.3 and H5N.1.4 to break down
raquired Ex-Household inputs during develepment and
cperatleonal phases of project.

4B,

Complete Tables HMSN.2.1 and HSN.2.2 to quantify
Household cash and in-kind inputs required during
development and operational phases of project.

Complete Tables HSN.2.3 and HSN.2.4 to quantify Ex-
Household budgetary and in-kind requirements during
development & operational phases of project.

Identify & select sources of required cash and non-
cash inputs for (L) Household, and (2) Ex-Household,

Finalize responsibilities, commitments, rights and
budgets for (1) Household, and (2) Ex-Household,
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Exzamples of Completed Tables

72. A number of tables to he completed under Step 3 of the framework process
were filled in while proceeding through analyses of generalized cases of
comrunlty water supply and household sanitation projects. These are presented
below for illustrative purpeses.

The results cobtalned are based on collective experience of Group members;
they should net be viewed as authoritative, but rather, simply as one group's
attempt to systematically analyze what type of inputs are required, when, and by
whom for CWS sector projects in genexal.

The tables included in this section are:

Water Supply:
* Table 3., Overall Inputs Required fur Project.
* Table 4. Community Responsibility in Development Phasa,
* Table 5. CGCommunity Responsibility in Operationzl Fhase.
* Table &. Agency+ Responsibility in Development Phase.
* Table 7. Agency+ Responsibility in Operational Phase,

Household Sanitation:

Table 8. Overall Inputs Required for Project.

Table 9. Household Responsibility in Development FPhase.
Table 10. Household Responsibility im Operaticnal Phase.
Table 11. Ex-Hougeheld Responsibility in Development Phase.
Table 12. Ex-Household Responsibility in Operational Phase.

%o o %

Several points are important to note:

* The tables are working drafts that were later modified after further
discussion., There are slight discrepancies between them and later-version
"WS" and "HSN" tables presented in Appendix A as relates to "Time" snd
"Labour” column headings and certsin category ratings. Nevertheless, they
are close encugh in form and content to later-version tables to provide a
reasonable idea of how tables can be completed,

* Rating system:
e represents the lower end of the geale, i.e. relatively little or
ne input required,
"%k " represents the upper end of the scale, i.e. relatively great
input required,
and " % " apnd " ** " represent values in-between.

* For Tables 4, 5, 6 and 7, additional notes concerning the last column;
"Cash", are ineluded to identify the possible types of c¢ash needs that
might be found under this heading.

* Tables 6 and 11 do not take into sccount regquired domox organization eash
outlays feor direct purchase of programme/project equipment, technical
assistance services, etc. This can be done separately. .
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Comminity Water Supply

Table 3. Overall Inputs Required for Water Supply Project.
(Corrempends to Table WS.1)

No. Sustainability Element -- Development Input : Operational Input
Water Supply Ageney+ Comm'nty : Agency+ Comm'nty
Col. 1 Cel. 2 : Cel. 3 Col, 4
I Strong Community institutiens ok * * wk
2 Appropriate skills kkk * : * %
3 Coverage operatiens phase imputs - - : - badeld
4 Supportive attitudes Rk * : u *
5 Accepted service levels LEl *k : - -
& Appropriate technology we wk - -
7 0&M support services, operation wk - * ke
8 Community extension sexvices ok * ® *
9 Decislens on responsibility * * - -
10 Executien of responsibiliries hekek * * Led
For detailed breakdowns, see: Table 4, which expands on Col. 2.
Table 5, which expands on Col. 4.
Table 6, which expands on Cel. 1.
Table 7, which expands on Col. 3.

Table 4. Gommunity Responsibility, Development Phase, Water Supply.
(Corrvesponds, with slight modification, te Table W§.1.1)

No. Sustajnability Element -- Time  Labour Skills Mat'ls/- Cash
Water Supply Equip.
1 Strong Community institutions wAR - Wk - -
2 Appropriate skills *k - * - -
3 Coverage operations phase inputs - - - - -
4 Supportive attitudes *edke - *k - -
5> Accepted service levels wk A - * - -
G Appropriate technology *H - *¥* - -
7 Q&M support systems & serviees - - - - -
8 Community extension activities * - - - -
9 Decisions on responsibilicy * - *kk - -
10 Execution of responsibilities Fokedk Wk *kk ok *

Possible Types of Cash Needs (last column):

Sustain. Element No. 10 Capital contributions, revelving fund pay-
ments, initial contributions to 0&M fund, ete.
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Table 5. Community Respensibility, Operational Phase, Water Supply.
(CGorresponds, with slight modification, te Table W5.1.2)
No. Sustainability Element -- Time  Labour Skills Mat'ls/- Cash
Water Supply Equip.
1 Etrong Community institutions % - EEy * *
2 Appropriate skills ok * RRE * *
3 Coverage operations phase inputs * dkk Wk Wk *hk
4 Supportive attitudes Wk - ¥ - -
5 Accepted service levels - - - - -
& Appropriate technology - - - - -
7 O&M support systems & services * - * " kR
8 Community extension activities * - * - -
9 Decisions on responsibility - - - - -
10 Execution of responsibilities *kk - KRR - *

Possible Types of Cash Needs (last column):

Sustain. Element No. 1 Travel and subsistence expenses, statiomary, office
supplies, remuneration to committee members for
gspecial services, insurance, etc.

Sustain. Element Ne, 2  Travel and subsistence expenses, hand tools for
training puxpeses, other training materials, ate.

Sustain. Element No. 3  Contributiens te replacement funds, sperator salaries;
gpare/replacement parts, fuel, lubricants, chemicals,:
utilities, transport, teels, etc. ‘

Sustain. Element No, 7  Agency+ charges for services, equipment, ete.,
technical asgistance from private sector, etc,

Sustain. Element No. 10 Debt service, ete.

Table 6. Agency+ Responsibility, Development Phase, Water Supply.

(Corresponds, with slight modification, to Table WS.1.3)
No. Sustainability Element -- Time  Labour Skills Mat'ls/- Gash
Water Supply Equip.

1 Strong Community institutiens Wk - Fink * -

2 Appropriate skills ke " whF * *

3 Coverage operations phase inputs - - - - -

4 Bupportive attitudes Hdk - wEE - -

5 Accepted service levels *¥ - By - -

6 Appropriate technology Ik - Wk - -

7 Q&M support systems & services LEd - ek * -

8 Community extension activities ¥k - L * -

9 Decisions on responsibilicy ke - R - -

10 Execution of responsibilities *k * xR ek *
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Table & (continued).

Possible Types of Cash Needs (Last column):

Sustain. Element No. 2 Travel and subsizrence expenses, Agency+-provided
facilities, training macerials, supplies, ete,

Sustain. Element No. 10 Engagement of casual labour and/or local contractors,
cempensation for lands, crops, rights-of-way, ete.

Table 7. Agency+ Responsibility, Operatienal Phase, Water Supply.
{Corresponds, with slight medification, to Table WS.1.4)

No. Sustainsbility Element -- Time Labour Skills Mat'le/- Cagh
Water Supply Equip,

Strong Community institutions
Appropriate skills
Coverage oparations phase inputs
Supportive attitudes
Accepted service levels
Appropriate technelogy
0&M support systems & services
Community extension activities
Decisions on responsibility

0 Execution of regponsibilities

PFossible Types of Cash Needs (last column):
Sustain. Elemenc No. 7 Engegement of casual labour and/or local contractors
for major repalrs, etc.

Household Sanitation

Table &. Overall Inputs Required for Household Sanitation Project,
(Corregponds to Table HSN.1)

No, Latyines Coverage Element -- Development Input : Operational TInput
Household Sanitation Ex-H.H. H.H, : Ex-H.H. H.H.

Col. 1 GCol, 2 : Cel. 3 Col. 4

Appropriate technology
Support of local leaders
Local awareness
Household prioricy
Examples of sanjitation successes
Appropriate skills
Involvement of women
Community extension services
Decisions on responsibility
0 Execution of responsibilities

For detajled breakdowns, see Tables 9, 10, 11 and 12 (for Col. 2, 4, 1 and 3).
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Table 9. Household Reszponsibility, Development Phase, Sanitation.
(Corresponds, with slight modificarion, to Table HSN.1.1)

No. Latrines Coverage Element -- Time  Labour £kills Mac'ls/- Cash
Household Sanitarion Equip.

1 Appropriate techneclogy ke - W - -
2 Support of local leaders *¥ - * - -
3 Local swareness Fkk - - - -
4 Household priority * - . - -
5 Examples of sanitation successes * - - - -
6 Appropriate skills ek - * - -
7 Invelvement of women ek - *® - -
8 Community extension services * - - - -
9 Decisions on responsibility * - * - -
10 Execution of respensibilitles wek kR *% * Wk

Table 10. Household Responsibility, Operational Phase, Sanitation.
(Correspends, with slight modification, to Table HSN,1.2)

No. Latrines Coverage Element -- Time  Labour Skills Mat'ls/- Cash
Household Sanitation Equip.

Apprepriate technology - - - - -
Support of local leaders * - * - -
Local awareness - - - - -
Household priority - - - - .
Examples of sanitation successes - “ - - -
Appropriate skills -
Involvement of women * - * - -
Community extension services *
Decisions on responsibility - - - - -
0 Execution of responsibilities wE ke * * -

it = I+~ B I R W SR PR N ]
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Table 11, Extra-Household Responsibility, Development Phase, Sanitarion,
(Corresponds, with slight modification, to Table HSN.1.3)

Ne. Latrines Coverage Element -- Time  lLabour Skills Mat'ls/- Cash
Household Sanitation Equip.
1 Appropriate technolegy ke - RRE - -
2  Support of local leadars ok - ek - -
3 Local awareness ek - Feokk * -
4 Household priority * - * - R
5 Examples of sanitatien successes #% - * +* %
6 Appropriate skills *k - Fekok *k *
7 Invelvement women *R - *k - -
8§ Community extension services ok - * * -
9 Decisions on responsibility * - * - -
10 Execution of vesponsibilities * * *% * -

Table 12Z. Extra-Household Respensibility Operational Phase, Sanitation,
{Corresponds, with slight modifieation, to Table HSN.1.4)

No. Latrines Coverage Element -- Time Labor 5Skills Mat'ls/- Cash
Household Sanitation Equip.

1 Appropriate technology - - - R -
2 Support of local leaders * - * - -
3 Local awareness - - - - -
4 Household priority - -

Examples of sanitation successes #* - * * *

5
6 Appropriate skills - - _ . -
7 Involvement of women * - * . .

8 Community extension gervices *k - ** * -
9 Decisions on respousibility - - - - -
10 Execution of responsibilities * - * - -
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ANNEX II

STUDY GROUF DN COST RECOVERY
IN COMMUNITY-MANAGED CWS SYSTEMS

Intetnational Referenca Centre for Community Water Supply and Sanitation
The Hague, 21-23 June 1988
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L. Mr E. Hellend-Hansen (Chairman, day 1), Chief Engineer, Water Development,
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2. Mr M. Seager, Programme Officer, IRC/CWS, The Hague.
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ANNEX _IIT

COST CONTAINMENT AND COST RECQVERY

IN ACENCY-MANAGED SYSTEMS:

ISSUES AND CASE STUDIES

Sgurce - Report of the Second Informal Consultation on Institutional
Development - Geneve, 5-9 October 1987. Document WHO/CWS/87.5..:
All case studies and issue papers were prepared in 1987. e
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ANNEX TII/1

COST RECOVERY ISSUES IN URBAN CWS
{by M. T, Summerfield, Independent Consultant)

(1) TImpact of local politics on water tariffs: urban water and sewerage
authorities ave often semi-autenomous organizations whose actlons on tariffs are
subject te final approval by their own beoard of directors (which often include
local  politlcilans), local municipal /metropolitan  councils, provineial
governments and central governments., These political influences often result in
postponemant, reduction and/or cancellation of proposed tariff increases. This
leadz to increasing financial losses which can result in default on debt
obligations, greater reliance on subszidiesx and a decline In the serviee
provided. There is a need for greater political awarenesa rthat appropriately
justified tarliff increases should be permitted.

(ii) Supply and demand management: greater emphasis should be placed on the
concepts of supply and demand management, by encouraging a poliey of reduction
in unaccounted-for water (leakages, illegal connections, metering and billing
problems), the use of physieal controls te restriet =supply where appropriate,
and the control of consumption trhrough education and priece mechanisms (i.e.
appropriate tariff structures). Two aspects which deserve specific mention are:
standards of contruction (low construction standards lead to high losses) and
knowledge of the water market (through accurate meter reading and regular sample
surveys of household water consumption).

(iii) Adequate financing of sewerage: sewerage operations are often given low
priovity, and there is only a nominal charge or none at all; sewerage can
impeose high operating costs and often accounts for a large proportion of the
financial defielt of an urban water and sewerage authority.

(iv) Improved financial plenning with target setting: this would provide a
more effective framework for senler managers to control the operations of the
orfganization and for eother agenciles (local, national and iInternational) to
monitor performance within, zay, a& 3-year plamning horizon.

(v} Financial problems c¢reated by foreign exchange lesses and rate of return
covenants: in the last 10 to 15 years, large forelpgn currency loans made
directly to water supply entreprises by international lending agencies have
created significant financial problems, az the wvalue of the local currancy
declined in relative terms, and the rate of return requiraments based on annual
ravaluations of operating assets often imposed unattainable targets on water and
sewerage authorities.

{(vi) Alterpmative sources of Iinvestment finance: sources of finance which could
be explored include: equity participation from public and private sources:
this impliez the need for regular measurable improvements in financisl
performance 1in order te pay an ammual dividend; capital contributions from
benaficiaries: target groups (e.g. industry, development authoriries, ecte.)
chould have sufficient capital resources and willingness to contribuce (in
exchange for reduced service charges over a defined period).

{(vii) Human resources - skill availability, training and salary levels: the
avallability of skilled manpower at all levels is crucial for f£financial
management and proper cost control. It reguires appropriate selection
procedures, training, career development programees and competitive salary
structures,
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ANNEX IIY/IT

COST RECOVERY OPTIONS FOR LOW-INCOME URBAN POPULATIONS
(by C. van Wijk-5ijbesma, IRC/CWS)

The common practice of subsidizing CWS in high-income urban areas implies
that less funds are available for extensions towards rural and urban-fringe
zones. Steeper progregssive rates in residential and industrial distriets would
make it possible to recover costs, leaving funds for baszic CWS services in lower
income aresas. Indeed, until high-income urban consumers pay the cost of CUs,
the rural and urban-fringe dwellers, who genmerally have much lower incomes, can
hardly be expected to contribute to the running costs of their own services.
Possible financing metheds include mixed systems with standposts cross-
subsildized by paid house connections, and unmetered group connections with flat
or graded rates.

Group connections are particularly suitable where strong social ties
already exist within small groups living clese together. Payment of flat rates
for these group comnections means that the households who are members of the
group all pay an equal part of the overall charge; this tends to penalize low-
income households. An alternative is therefore to introduce graded rates, with
households classified into rate categories, based on estimated differences in
water use and income., The advantage of graded rates is that they reflect volume
used and payment capacity, withour having to install and read water meters.
Such rates have for example been introduced in several towns in Colombia. The
Puerte Asis water supply scheme provides a good example of a graded structure
bazed on estimated property values.

A major constraint in piped gystems is the high commection fee, Programmes
in several South American countriez and in the Philippines include cormection
loans enabling households te pay back the connection charge as part of their
monthly water rates. Another methed frequently used in low-income urban areas,
particularly in Central and South America, is te give usery the opportunity to
de all the unskilled construction work by themselves, in exchange for a free
connection or other advantages,

Selling water at standposts or through comncessionnaire-households can alse
increase revenue. However, it usually means much higher costs to the users than
with yard or group cemnections, and the users are wulnerable to exploitation in
times of water shortage. Water =elling is therefore particularly indicated in
special circumstances, auch as when:

- a traditienal vending system already exists which can be improved and
provides better quality water at an acceptable price:

- a piped water supply of other appropriate water development is not feasible
for economie or technical reasons; this iz for example the case inm urban
araas where low-income neighbourhoods are szituated on steep slopes above
the main city; }

- a piped water supply is ruled our by political suthorities, for example, in
unautherized settlements; agency or cooperative kiosks may be mora
acceptable because they are less permanent, generate income and reduce
public health risks.

Finally, clesely-knit leow-income urban neighbourhcods and settlements can
be agsisted to set up a semi-autonomous or autonomous system in their area.
Thus, user associations in Latin American cities buy their water at a metered
point and distribute it with their own resources.
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ANNEX TI1/TIT

WATER DEMAND MANAGEMENT IN CITIES OF KENYA, FAKISTAN AND SYRIA
(by M. T. Summerfield, Independent Consultant)

Urban water and sewerage authorities in developing countries are expected
to provide an effective and efficient public service which meets present and
future needs, and is financially self-supporting. Many of these authorities
have been established within the last 10 to 15 years with the support of
international lending agencies whe have provided training, technical assistance
and capital funds for construction works. One of the prime aims of this
development was to create semi-autenomous agencles which are dedlcated to
tmproving and expanding urban water and sewerage services., The dities and
functions of these authorities are often embodied in specific legislatien, which
includes ar obligation te maintain adequate financial records and the right to
levy appropriate tariffs. In most urban water and sewerage authorities, tariffs
are regarded as nothing mere than a source of revenue., This fact ilgnores their
importance as an Instrument of demand control and evokes significant reaction
from local politicians when increases are proposed.

There are a number of cities where rariffs could and should be used more
effectively as instruments of demand management and where political factors
influencing the setting and approval of tariff inereases should be minimized,
for instance: Nairobl (Kenya); Karachl, Lshore and Hyderabad (all Pakistan);
and Damagecus {(Syria). These cities are faced with the Increasing capital cost
of conveylng water from scurces which are a greater distance away or becoming
increasingly depleted. Urban growth demands improved access to potable water
and, almost inevitably, large new capital works are seen as the only solution.
Some of the citieg have tried to reduce the proportien of unaccounted-for water,
but none have uzsed tariffs as a means of demand control, The high cozt of new
construction works demands that urbsn water and sewerage authoricies should
inerease their efforts to minimize the use of existing resources, including the
adoption of a policy of demand management.

Political influence on the setting of tariffs i=s prevalent in all five
clties. The inability to secure adequate tariff increases has led to increasing
financial lossesz, and in some instances, an increase of 50% or more would be
required to restore financial stability without covering accumulated debts, The
interim gelutien has been to provide increasing subsidies and/or to adjust the
capital and debt structure by converting loans to equity and debt rescheduling,
However, 1if the objective of financial independence 1s to be suztained and
future losses aveided, then regulsr realistic tariff increases should be
approved,

In most authorities there is ne single department which combines the
functions of research, planning end policy review. A possible solution would be
to establish a Development Planning Unit reporting directly to the managing
director or chief executive. This unit would be responsible for carrying out
basic research and preparing pelicy documents for executive action. One of its
tasks would be to study the relationship between tariffs and water demand, and
to make specific recommendations almed at controlling demand particularly in the
domestic high income category. The establishment of such a unit would require
training of beth the personnel directly invelved and the senior managers who
would be responsible for implementing the unit's recommendations.
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ANNEX III/IV

(by A.J. Price, John Taylor and Sons, Consulting Engineers)

Unaccounted-for water (UFW) or non-revenue water (NRW) comprizes losses bf

water Incurred by leakage, wastage (overflows),

and meter under-registration,

Petaling Jaya town (Selangor State, Malaysia) has developed over the last 35
inte a large well plamned overspill
gatellite town to the capital e¢ity of Kuala Lumpur., It is primarily residential

years from an early resartlement area,

in nature,

although having & szigniflcant amount of industrial premises.

The

area is supplied from two regional sources, having a water production to the
area of approximately 140,000 m3/day and serving a population of 250,000 through

50,000 metered comnections.

summarized as follows:

- distributien legkage

- trunk main losses

- reservoir loczes
-« firefighting
- squatters & lllegal use

- operational use & reservoir overflows

- meter under regiztration
(a) 24% domestic sales
{b) 20% bulk sales

Total estimated NRW

23,670 m3/d
2,392 n3sd
negligible

475 m3/d
3,327 m3/d

negligible

15,120 m3/d
+,400 m3/d

50,384 m3,/d
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ANNEX 111/V

REDUCTION OF NON-REVENUE WATER IN MALAYSTA
{by A.J. Price, John Taylor and Sons, Consulting Engineers)

The NRW Contrel Policy recommended for Petaling Jaya results in savings
from leakage reduction and from revenue metering as direct benefits, and some
indirect benefits, such as:

increased efficiency of the supply and distribution funetions;

improved knowledge of NRW levels as a tool for management declsions;
increased consumer satisfaction due to improved response-time in repairs
and generally improved control of system pressures;

leskage levels reduced to thelr optimum economic minimum by implementing
combined metering control methods whilst carrying out visual inspection and
sounding throughout Petaling Jaya to rapidly contrel NBEW levels in the
short term:

maximization of amount of revenue cellected, by ensuring that the mecering
pelicy is improved in terms of reducing the level of under-registration;
increased awareness and effectiveness of staff through in-house and on the
job training;

adjustment of present organization teo accommodate the NRW functions to
engure fts implementation and long texm effectiveness.
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ANNEX TTI/VI

COST RECOVERY AT PUBLIC STANDPOSTS IN BURKINA FASOD
(by J.-P. Thevenon, Compagnie Generale des Eaux)

The urban population of Burkina Faso 1s supplied with water through a mix
of private connections and public standpests: the cost of a private connection
iz equivalent tco two months' salary, the distribution systems are not
dimensloned to accommodate large volumes of water, and there is no sewerage
sysTam,

During the last four years, the Office National de 1'Eau et de
1'Assainissement (ONEA) has inereased the number of standposts to 570, thetreby
ralsing to 21% the ratio of water supplied through standpostz to total water
consumed. During the same perxled, the water authority implemented a tariff
structure with some income derived from sales at the standposts; these are
subdivided asz follows:

- 540 standposts which draw their water from the communal system; the tariff
is equivalent to that applied te private connections for ecensumptions of
lesz than L0 a3 per month, including a sanitation surcharge of 5%;

- 30 public standposts which are "self-supplied”, iIn the sense that they draw
water frem a berehele with a diesel- or electricity-driven pump, and each
has a 6 m3 water tank; tariffs amount to half of these of conventional
standposts (energy costs are paid separately te suppliers).

In the early 70s, standposts were managed by munieipalities, which resultéd
in finaneial problems for ONEA. Teday, standpost keepers are dirsctly linked to
ONEA by contractual agreements; they are considered as ordinary private
consumers, but with the respensibility to supply water to the low-income
pepulatien. In Ouagadougou, some standposts are managed by associations, e.g.
Union dee Femmes du Purkina, or Union des Anciens du Burkina.

Due to the limited outreach of most urban water systems, especilally in the
capital city of Ouagadeugou, water used to be bought from standposts and from
some private consumers and redistributed in the periphery. Water vendors tend
to become rare now that the number of standposts has increased. The maximun
resale price should not exceed 150 CFAF per barrel of 200 liters, In practice,
it 1g slightly higher, so that the average tariff from water vendors correspords
to about five times the average tariff of the connection/standpeost mix, which is
about 160 CFAF per cubic meter. Before 1983, the =ame harrel was sometimes sold
at 8§00 CFAF (4000 CFAF/m3).

For the entire Ouagadougow system, the ONEA staff in charge of standposts
comprises one cashier, one plunber/meter reader and one labourer. FEach
standpost keeper receives an Imveles once a week; the disconnection of all
standposts in arrear occcurs on Menmday morning, and all unpaid bills are usually
recovered within three days, The weekly revenue of standposts keepers averages
from 3000 CFAF to 39,000 CFAF with 2 medium value of 11,000 CFAF. This revenue
is highet for self- supplled standposts, with a medium value of 37,000 CFAF, The
revenue of water vendors is of the order af 3500 CFAF per week,

Currency CFA franc (CFAF) = USS 0.003; 1 US§ = 302 CFAF.
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ANNEX TT1/VII

USE OF THE LIQUIDITY APPROACH IN INDONESIA
(by H.C. van der Mandele, IWACQ, Comsulting Engineers)

Water rate policles can be based on econemic and seocial criteria, aAnp
example of the first is incremental cost coverage using factor prices that
reflect resource shortages in the economy, while external benefits such as
savings in health care are subtracted. An example of the second is provided by
cross-subsidy systems. Whatever the eriteria however, finaneial needs set
limit:s te rate levels, and these limits are normally calculated rthrough
finaneial cost analysis. Cost coverage is a rough indicator that eperations
will not suffer from & temporary or permanent shortage of cash to cover
expendftures for operation, maintenance, replacement and interest,

However, rate levels based on financial costs are sufficient only as long
as the water utility ean borrow as much money as it needs whenever a temporary
liquidity shortage ocecurs. In most countries, it is neither feasible nor
acceptable for water ratesz to fluctuate immediately and fully with cost levels:
therefore, rate policies take into account a levelling out of annual changes.
For such cost models to be appropriate, the water utility should deposit
temporary liquidity surpluses into acgounts with interest rates at least equal
to rates of Inflation., At the same time, these accounts should not be at risk
of being appropriated by the authorities for eother purposes., A third condition
iz that rate Iincreases be applied in a timely mammer so as to cover higher costs
caused by inflarien. It is well-knewn that such conditions are seldom met, By
contrazt, in many developing countries, water supply facilities are financed
through very soft loans or grants, so that water rates caleulated on the basic
of total costs are more than sufficient for financial viability.

Because of this unability of the cost model to provide a meaningful
simulation of future cash flows, the *liquidity approach" was used to prepare a
feazibility study for the water system of the rapidly growing town of Bogor,
West Java, Indonesia (1987 population: 650,000), Indonesian water utilities
can borrow long-term funds only to increase capacity or to finance axtensive
rehabilitation programmes, Procedures are long and complicated, It is alse
very difffeult to borrow to cover temporary Liguidity shortages. Thus cost
levels give 1little indication of rates needed to ensure liquidity. The
financial analysis of the Bogor project started with an estimation of the
minimum ligquidity level at the end of each financial year, consistent with
effective and efficient operations.

Taking into account the seasonal fluctuatiens in liquidity and the fact
that at least some reserves should always be available, this minimum was
estimated to be 15 5% of the total cash outflows. The rate level needed to
reach this minimum liquidity level should be signifiesntly higher than total
costs, by 10 to 30%, mainly because of increases in working capital requirements
and differences hetween assets depreclation and lcans amortization. As a result
of applying this rate level, net income before taxes will be 55% of total
operating revenues (with depreciation based on replacement costs). Apparently,
rate policies based on liquidity maintenance are easily accepted by governmental
authoritieg who are genmerally used to applying cash figures rather than cost
considerations when preparing their budgets.
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ANNEX ITII/VIIJ

CWS ORGANIZATION IN THE PHILIPPINES
(by G.E. Montrome, Caxrle Lottl & Associates, Consulting Engineers)

The 40,000 barangays (basic administrative units) of the Philippines are
provided with three Jlevels of water supply service depending upon the
community's ability and willingness to share in costs and responsibilities.
Level I is generally & protected well with & handpump, or a protected spring;
level II is a communal standpipe system; level III is a piped system with
individual metered c¢onnectlons. Sanitation facilities range from latrines
(levels I and II), to septic tanks (level I1), and to installations connected to
septic tanks, or teo conventional sewerage systems (level III). Various
institutions arve invelved, and there is some overlap at each one of the three
levels,

The cost recovery scheme of the Metropolitan Manila Waterworks and Sewerage
System (MW33) 1z based on the prineiple of financial wviability. Tariffs are
csleulated to cover all operation and maintenance ceosts including depreciation,
and to meet debt-service requirements. The combined water and sewerage tariff
averaged PS5 3 per m3 as of October 1986. It is multiplied by a coefficient of
1.6 to account for charges for sewerage and enviromumental protection. The
combined water and sewerage charges generally do not exceaed 2% of tha household
budget of low-inceme families. New water connectiens are installed free of
charge. Like private connections, public standposts are metered and their
consumers pay a tariff based on domestic rates. :

The other urban centres of more than 20,000 inhabitants are served by the
Water Districts (WDs) which are assisted by the Loecal Water Utilities
Administration (LWUA). The WDs are required te be financially self-reliant,
Water tariff structures are caleulated to ensure that low-income families do ner
pay charges in excess of 5% of their income. The financial viability of LWUA
depends primarily on the eapsbility of UWDs to meet their debt serviee
obligationg. Loan repayment efficiency of the largest WDs has considerably
declined in recent years, rvesulting in a chronic cash defieir: this is due in
some cases to low water rates, and in other cases to inadequate water service
resulting in low sales volume,

The Rursl Water Works Pevelopment Corporation (BRWDC) iz the main
Institution in the rural subsectoyr, where financing terms are different for each
service level, with government subsidizing nearly entirely level I faeilities as
well as the source development works for level IT systems, while associations of
community members (RWSA) pay the full ecapital cost of distribution networks for
level I1 systems, and the entite cost of level TII systems, For level 1
systems, the warer charges cover only minor repaiy and maintenance costs snd
normally range ferm PS 1 to PS 2 per month. In many cases, these fees are not
collected. For level II systems, monthly charges are set to cover the
amortizatlion of the loan for the construction of the distribution system, the
depreciation of pumps and motors, the monthly electric consumption and other
operation and maintenance costs ineluding salaries and wages. The monthly
charges range from P§ 22 to PS 25 per household, or about 2 to 3% of the monthly
income of a poor family. Water rates for level IIT systems are intended to
cover all operating and debt servicing costs and allow for reascnable profit;
the tariff structure is such that the larger consumers provide a crogs-subsidy
to the gmaller ones, as that the poor pay less than 5% of their income for
water,

Currency Peso (PS) = 0,05 US$; 1 USS = 20.4 PS
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ANREX TII/TX

COST RECOVERY IN THE PHILIFPINES
(by G.E. Montrone, Carle Lotti & Associates, Consulting Engineers)

Since it started operations in 1980, RWDC has shown low collection
efficiency. As of the first quarter of 1286, the amounts collected represented
28% of billings at level IJ amd 38% at level IIT. There are about 1000 level IT
systems in the country which have not been paying any debt service as a resulc
of the absence of loan documents,

In order to encourage all families to install household roilets, the
Department of Health provides toilet bowls free of charge; the families install
them with their own resources, under the pguidance of trained sanitary
ingspectors. Community inputs include the digpging of the toilet pit, provizien
of the superstructure, wooden platforms and pit linings, and are estimated to
have a value of about 50% of the total unit cost of the project.

The level of non-revenue water is high everywhere (50% average during the
last 17 vyears, 65% in early 1977 in metropolitan Manila)., The financlal
viability of MWSS will probably be improved after construction of the recently
approved extension of distributien fac¢illties, which should increase revenus by
about 25%; however, it remains dependent on the outcome of the on-going
rehabilitarion project, which ies expected te reduce non-revenue water to a Low
lavel of 253% in 1990, The financial viability of LWUA is dependent on that of
WDg; most =mall municipalities cannot pay the interest costs of LWUA loans,
although these have recently been reduced to about 10%. LWUA is therefore
unable to service its own debts to the Govermment, and does not obtain new
Government contributiens te equity. As to RWDC, & serious problem facing the
rural programme is the failure to incorporate as financing source a credible
amount of local equiry, without which the water systems continue to be viewed ag
free gifts from the Government, and the community's invelvement is much less
than anticipated in terms of maintenance and debt-servicing.

A very high propoertion of the rural pepulation can afford the water charges
for level I systems, and a good proportion can afford level 1T systems; very
few rural communities can afford to pay for level III systems. Besides, the
willingness to pay iz substantially lower than the estimated ability te pay:
poor families are genarally not willing to pay a water bill amounting te 5% of
their monthly income. The diffieulty resulting from the reluctance te repay
loans 1s compounded by the strong desire of most communities te enjoy the
benefits of a high service lavel,

One of the issues that the new Govermment of the Philippines is currently
addressing i1s the difference in water rates between various sysLems; CONSUmers
within LWUA service areas generally pay a higher price for water than the
metropelitan Manila consumers or those in the rural areas with a level IIT
system. The price pald in some areas serviced by LWUA c¢an thus reach more than
3.6 P8 per m3, while in the same consumption brackets Manila consumers pay 2 PS
per m3, and level IIT consumers of rural areas pay less than 2.4 PS5 per m3.

Currency Peso (P5) = (0,05 US%: 1 USS = 20.4 PS
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ANNEX IV

STRATEGY FOR OPERATION AND MATNTENANCE DEVELOPMENT AND
OFTIMIZATION OF COMMUNITY WATER SUPPLY AND SANITATION SYSTEMS

Background

Defective operation and maintenasnce (0&M) has been ildentified as a major
constraint in the community water supply and sanitation (CW8) =ector, Tha
present situation in CWS is chavseterized by funding limitations, inadequate
cost  reeovery, inadequate operation and maintenance, and lack of trainad
personnel. Ag a result of waste of water, misuse of existing facilities, high
unaccounted-for water, high operational costs directly influencing tariffs, and
peor quality of water delivered to those who are served, it becomes difficult or
impossible to extend CWS gervices to those who live in less-privileged urban
peor or rural areas, without any public facility, therefore highly exposed to
health risks. e

Programmes of O&M and optimization of water supply and sanitation systems
are aimed at improving the efficiency of institutions to achieve the best
pessible utilization of the existing capacity of the systems:

- by reducing water losses it will be possible to extend coverage without
comstructing new production facilities;

- by increasing water revenue, by reducing operational costs and by
postponing investments for the amplistion of the production works, ir will
be possible te shift financial resourees to extension of coverage to
fringe, poor and rural areas: ‘

- as a result of improved 0&M of piped networks and treatment plants, water
quality can alse improve..Risks of contsmination in distribution systeums
due to intermittent service, negative pressures and inadequate operation
can be minimized,

Operation and maintenance programmes

A thorough survey of the water and sanitation ageney would lead to the
formulation of prierity programmes as follows:

- Operatiensl Development Programme (whieh comprises projects in the
following areas: operation of water supply systems; maintenance of water
supply systems; metering and billing);

- Programme for the Improvement of O&M of Sewerage Systems;

- Programme of O&M and Optimization of Treatment Plants.

The formulation of such programmes should include support prejects related
to the admimistrative, planning and financial areas.

Source Draft Strategy Paper for Operation and Maintenance Programmes,
CWS, WHO Geneva, 1988&.
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Although thisz appreach 1z not iIntended te recgult in the preparation of
riglid or standardised projects for universal application, an atteupt should be
made to foresee all peossible, frequent and commen problems and te design
solutions, Then, each programme formulation should be adapted to meet the
specific requirements of the water agency concetrned.

In order to facilitate and provide a uniform level in personnel training,
the development of Instructienal material iz required. A number of training
packages should be prepared for each specific application. Tt will thus be
possible to assemble a complete set of packapges which will meet the requirements
of a specific water agency by selecting the required modules,

Stages of operation and maintenance programme development

- Promotlon of O&M Programmes. The first important actien to be taken with
water agencies Is to generate awareness of the significance of the programme and
willingness to implement it.

- Formulation of O&M Programmes. It should be undertaken once a political
decision supporting such an initiative has been achieved. The formulation
comprises the ldentification of a national coerdinating agency, the organization
of the sector to implement the programme, the assessment of existing CWS
services, and the definition of priority programmes, projects and activities
with respective eostz and required resources (human, financial, equipment,
materials, vehicles and installations).

- Implamentatien of O&M Programmes. It should he undertaken with the
coordination of a leading national sector institution, initially in a few watey
agencles, Depending upon the country's experience of similar programmes, an
external project manager may be regquired.

- Training Activities. They should ba supported by training packages
to facilitate the technelogy transfer process. The training activities should
be included in the programme's Iimplementation strategies and linked to the
managerial and operational aetivities. The courses/ workshops/seminars will be
directed to manapers, engineers and technicians. This initial target staff is
expected to become a core group for developing human resources,

O&M Programmes in Latin America

From the beginning of the O&M programme's implementation in 1977 to the end
of 1te flrst phase in 1982, unaccounted-for water in Sac Paulo, Brazil, was
reduced from 36% to 26%. The number of house connections increased from 1.0232
te 1.423 million, Water produced increased from 22.3 mi/sec. In 1977 to 25.4
m3/sec. in 1980 and was later reduced to 25.1 m3/zec. Thisz programme resulted
in extension of ceverage to an additional 2.0 millien inhabitants in fringe and
peor areas with a relatively small increase in water production (billings
increased from 14.3 m3/sec. in 1977 to 19.6 m3/sec. In 1982). Similar
programmes were ilmplemented In all the Water and Sanitatlon State Authorities of
Brazil, and more recently, in a number of water agencies in other countries of
Latin America.
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ANNEX. Y

ROLE OF EXTERNAL AGENCIES?Z

External agencies can assist in CWS development by:

emphasizing in their dialegues with governments the crucial impertance of
ligquidity maintenance and of sustainable projects;

emphasizing the role that women can play if they are properly invelved;
asgisting governments In the development of project plans that emphasize
satisfaction of felt needs, and appraising projects on their potential te

accepting that achievement of (WS takes time, and iIs a human-oriented, not

accepting greater flexibility in project plans, time frames and budgets:

requiring that project activities be wmonitored and evaluated using
indicators that reveal how well felt needs snd sustainability criteria are
being satisfied; the community should be involved 4in the evaluation

1.
meet these needs and be sustainable;
hardware-oriented process;
process.,

Note on ILO activieies in CWS

2.

The International Labour OFffice (ILO) is generally inrerssted in the

creation of employment opportunities. Currently some wmajor areas of TILO
activities are:

EFWP - Special Publie Works Programme.
SBE - Small Business Enterprises.
Rural development,

Management of public utilities.
Training.

Environmental management.
Cooperatives.

Maintenance.

The issue of cost recovery is dealt with in ILO programmes, and the general

policy is as follows:

autonomy of the water agency is a prerequiszite of financial viability;

managemant should be motivated towards efficiency; the concept of
financial management should be stressed;

& positive cach balance should be maintained;
there should be cultural acceptance to cost recovery;

malntenance should be the responsibility of all inveolved parties.

Abstract from Document WHO/CWS/87.5 *Report of tha Second Informal
Consultation on Institutional Development”, Geneva, 5-9 Octobar 1987,
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What?

voluncary
funda

Eenesal
commun ity

COUpeECRLlve
funda

flat
raten

ke aded
CALES

tixed
aystema

wpter
METET AND

vending
tnagead of

a piped
diace tbution
netvark

vending as
part of a
piped
distribution
netvork

toin-
QparaLed
tops

direct oo
indiragc
waAtcr taxes

When?

in communicies with a
sradicien of fund-raiaing,
seaspnal ingome, and a
good knowledge and
gemieel of paymenta
acgording e howsehold
copacity and honefits

In communities with owm
apucces af income and a
vater aupply with publis
factlitien

water supply initiaged
and finanged through
production cooperative

or village revelving fund;
no direct paymenes for
VALK aed

families have private
taps, or share taps with
will-dafined aoninl group,
hava fairly reliable
incomes, and benefit more
of leas squally

In communicies with
appraciable differences in
watar usae nnd benefits

and sufficient ¢ommunity
apirit to divide vser
housenolds into different
payment cotegoriea

In compuniities wich

large diffarencen in
payment capacity and
vater uae, with high

and lov-income househalds
living in necparate
aectiong

in large communities
with limited water

uatss fospuecea and an
efficient administratien

in communities where a
socinlly valuable vending
aystem can be improved,
wheze olther aglubiond are
tachnically, aconpmically
or pelitically impossible

in gommunitian vhere group
connectilons or croas
aubsidias betvenn private
and publie taps have not
worked

not cacommanded becausa of
their great sensaitivity to
bhrookdown and intarfarance

in communlities where the
trangfar of sufficient
funda to the wvacor
organization is apaured
and tanation con be velsted
to vatnr ung and conts

FINANCING OPTIONS FOR PIPED SYSTEMS

Hhat fer?

financial contributions

To Gcofatruction,
poccaaignal larger contribe
butiona tg maintenance

and cepair of aimple
aysatens wich pubiic water
pointn

Apoual mainfenancea

and repair, fipangial
eonCriburinna to
COANEEURT LN ;
Aapreciation and
expansion whers podssble

annual maintenance #nd
repaira; repaymeng of
conRstruction loan;
deprociarion oand
expansion where poasibla

cepayment &I Commanity
loan For comatfuclion;
annual maintenance and
repairs; depeeciation
and expandion where
posaible

rapayment of community
loan for comstruction
anpual mainLenance

and repairs; depregiation
and expansivn whare
nadainle

fepaymant of community
loan for construction;
annual maintepsnse apd
repairs; depreciation
and expansion where
poszible

repayment of community
loan for conALrudpion,
annual maintenanze and
repalrs; depreciatisen and
expansion where possible

towards
the recurcant

contribution
financing af
costa of the agency, and
[inancing of vendor agyvion
gogta, including upkeep of
hygiene and aimple repair

contribytion tavards
firancing &f the recurvencs
conts af public taps and
the narvice of the verdors,
including upkeep of
hygiana and aimple repaics

annual mainténante and
rapnir; repaymenec of
conatryction loan;
depreciation and
SEpANALON Where DoARIDle

Whi nrgnnizgil

traditional leaderadip,
voluntary erpaniénticons,
2.g. womgn's Eroups, 13p
organlzeations

lpgal government,
communily watey committee
or subrommittee

CoSperAEive’s executive
committee, communicy
water commiliesd &F
Eubl oo i L LR

vater committee o7
subcommittes, board of
water ussTs sopperative,
locpl government, tap
users’ committee

community water
arganization with support
from promotera or other
social sapescs assisting
the project sgency

water agency with
commun ity WATAE
gommictes or
subcommittes

wvater agengy and/pr
community water
organization

WArer agency paid
opecntora, women'‘s groupa
of water pellecs’
CONpECALive

water agency paid
Gperatard or socio-
economically appropriate
concespionnalicreN, a.p,
vomen heads of houaeholda

ocal BOVEERMENT AffufCe
arganization {nr a
specific area, c.g. &
Iowrcu8t houding sdheme

ANNEX VI

How?

targats are pet and funda
collected periodicnlly
through meotinga, houne-
to-houas collections,
bazara, etc. Fundn are
collected in agdvance or
whin pequld red

renecvotion of funds based
on the escimated coscs and
aet apnusl Arcome of the
community; cost-grduction
G income gangration whece
necessary

roaervation of funds based
eatimated cogrs and income
from coupeiative venturea
and/or member fees; coat-
reduction orf income
FEASrATiON Wnarm necessary

project agency sdviaea on
rate for approval By uaeoA;
rated are collecced and
adminiagered by the local
wnter organizatiaon

private tap ownercd ALE
2lasaified in high and low
cateporiad, waing local
jndicators of wager use
apd wvealch;, users sharing
taps may pay lowver or
mgquivatent individual frate

aurpluans or private taps
are used te finance Che
codts of froe publlc tapa
in poorer asctiona

meter reading, billipp and
rote SollRgring by
apparate workees, ot
payment through Dattes, akb
ceangral government offices
or local branches

wvoter fa #old Froam macesod
taps ot controlled prices;
vhen buying pricea ore
subaidignd, aelliing prices
may equal private gaees,
thg difference forming the
vendors' income

takes are used exclusively
far financing one or
severnl Darig Aervides,
caceppFies af payment are
based on level of =ervice
4r houming conditions
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ANNEX, V1T

COST CONTAINMENT AND COST RECOVERY

IN COMMURITY-MANAGED SYSTEMS

ISSUES AND CASE STUDIES

Source Document WHO/CWS/87.5 "Report of the Second Informal Consultation on
Institutional Development", Geneva, 5-9 October 1937.
All case studies were prepared in 1987, except Lesotho and Thailand,
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ANNEX VII/I

ASPECTS QF COMMUNITY-BASED CWS PROJECTS
{(by C. FPendley, Kampsax-Kriger, Gonsulting Enginears)

In the pre-implementation phase, special effort should be made to identify
and select, through community participation, the alternative which {g
sppropriate in terms of type and techmology, i.e. compatible with the available
regources and which, in any case, will be perceived by the community as a
definite improvement from the existing situation. Preference should be given to
options implying maximum wuse of available local materials and equipment, The
invelvement of communities in every step of the process and the fact that a
nermal proeject covers the Iimplementation of a package of many subprojects, imply
a larpe smount of flexibility in the project cycle proecedure,

The community sghould formally commit itself to:

participate in the pre-implementstion phases of the projeet cycele, i.e.
express explicitely the need for an improvement of the present situation;
be aware of the possible basic alternatives and the consequent burden on
the community itself; agree on the type and location of the facilities;

contribute to the implementation phase through a mixture of lahour, local
materials and/exr cash; however minimal, this contribution is essential to
engender in the community a sense of ownership;

take direct respensibility of (or pay) for operation and maintenance of the
facilities (in some cases gradually);

make financial c¢ontributions for the replacement of equipment (this is
often regarded az 2 longer term cbjective);

timely appeint the community members whe will be entrusted with operation
and maintenance, zo that training can be ctganized.

Government sheould be committed to:

provide on & grant basiz the investment cost for the develepment/
improvement of facilities (in addition te contributions from the
community};

promote the favourable response of the community to the preject by
explaining the short term (better quality, higher reliability, easier
access, ete) and long term (reduction of health hazards, etc) advantages;

monitor the community's involvement during the project;

explain the proper operation of the facility and the best use of ths water
made available, ineluding utilizations for non-drinking purposes;

train the appeointed community memberxs in the maintenance and repalr of the
facilities and in simple accounting procedures;

get-up the necegsary suppert structures (spare parts supplies, technical
advice, quality menitoring, ece).




WHO/CWS /88.7
Page 35

ANNEX VII/IT

USE OF REVOLVING FUNDS YN THAJITAND
(by Nengluk Tunyavanich, WHO/SEARD Workshop, October 1986)

Village Public Health Development Revolving Funds are handled by Revolving
Funds Committees ar the village level, under the supervision of the village
committees with subsidies and guidance from the Department of Health and
Provineial Health Offiees. These Funds are initially restricted to water and
sanitation. The trend is to combine different funds operating in villages inte
ttultipurpese funds which have been more successful.

Depending on the committee of a particular village, the maximum amount
loaned may be the full cost of a water tanmk or latrine, or the fund can be
divided up in order te increase the number of houses gerved at the same time,
Censiderations taken inte account before the Revolving Funds GCommittee decides
to grant a loan to the applicant are: ability to repay and willingness to
comply with the revolving funds regulations. The committee ensures that the
money given is used for the specified purpose and in reascnable time; social
sanctions slso play an important regulatory role since everybody knows each
other in a village,

Repayment (with interest of 1% per month) is usually scheduled inte 10
equal monthly instalments, For low income applicants the repayment may be
scheduled inte 20 instalments.

Howaever many villagers are farmers and receive their main income only once
or twice a year, payment is therefore required after the sale of crops. Payment
is always ensured by a guarantor who 18 also a member of the same Fund, and whe
pays any sum due by a participant whe iz unable to meet the Fupd's cbligations.
Village sanitary craftsmen who have received training and hold membership in the
Fund advize and assist in construction.

The Thal experiemce so0 far in the use of public health developnent
revelving funds has been characterized by absence of defaulters: the revolving
fund system has really helped to promote faster installation of cement jars,
rainwatex tamks, latrines, and other facilities; the main problems encountered
have been lack of management skills and inadequate knowledge of book-keeping.
The public health development revolving fund programme is operating in 18,000
villages (out of 60,000 in the country) with a total sum of agbout 120 million
Bahts, Li.e. 4000 - 8000 Bahts per village.

The Thai experience emphasizes the importance of motivation, health
education, training, back-up service by Government, performance of village-level
instirutions and workers, revolving funds, community participation and
invelvement, liaisen at all levels between Govermment and people, self-reliance,
and inter-sectoral ¢ollaboration and coordination, with technology transfers. =

Currency 1 Baht = US§ 0,04; 1 USS = 25 Bahts.
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ANNEX VII/III

CWE ACCOUNTING AND COMMERCTAL PRACTICES IN MALAWI
(by D. K. Wyss, Societe Generale pour 1'Industrie, Consulting Engineers)

In Melawl, the District Water Supply Fund (DWSF) has little information on
each one of its 50 individual schemesz; the financial analyszis of rhe Fund as a
whole and of six of its components about te be extended has revealed interesting
distortions of the actual operational picture as a result of specific accounting
practices.

The DWSF makes use of any spare capacity te construct "miner" works
conegisting of system rehabilitation, small extensions and Iu some cases the
provision of water commections. The income statements of the DWSF for 1979- 85
showed an accumulated net loss of 17.5% of total expenditure, which had te be
offset by subsidiez: variffs did not seem to allow the Fund to break even.
However, by capitalizing the cost of some construction works, it was shown that
the DWSF had been operating on a sound financial basis duxring the entire peried.
The expenditures' gide of the income statement was divided to show investment-
related costs separately, which resulted in reducing by about one-third cheze
direct operational costs (ineluding depreeciation of minor works) against whieh
water sales and other directly operational revenue should be shown.

Similarly, the DWSF balance-sheet provided a distorted image which could be
prejudicial to the Fund in its relations with future financing partners. It
appeared that the wvaluation of fixed assets at current replacement costs had not
been introduced until shortly before 1%79. As fixed assets invested since that
time represent only & minor part of the Fund's asset base, the DW3F balance-
sheet does not reflect actual replacement needs, nor does it provide a signal
vhen the rate of return becomes unrealistically low, It also results in a high
debt/equity ratio, which provides an unfavourable picture for future borrowing.
A more realistic appreach congsists In reevaluating the DWSF asget base az a
whole. The resulting effect of incressed charges can be alleviated by using a
depreciation method based on arithmetically progressive allowances.

Since the future extensions will be combinations of the existing six
schemes with new works, it has been found useful to break down the output of
DWSF together with its production cost, inte each individual system's account.
This showed in particular that twe of the plammed schemes would operate at a
loss (unless tariffs were raised) while the four others were profirabla, Since
water ls a public service, it has been considered reaseonable to cross-subszidize
the less of unprofitable schemes by applying a common national tariff te all
centers, Within this natcional tariff, it was recommended to freeze the life-
line tariff, and let larpe consumers ecross-gubsidize smaller ones, It was also
notad that many households ecould not afford a private house connection,
eventhough they could pay the subsequent charpes, and it was therefore
recommended to subsidize the cost of house connections for this consumers’
catagory,

Currency Malawi Kwatsha (MK) = US§ 0.45; 1 US55 = 2.23 MK
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ANNEX VII/IV

COMMUNITY PARTICIPATION IN TANZANTA
{by €. Wang, Norconsult, Censulting Engineers)

Shinyanga Region, in North-central Tanzania, 1is severely affected by
adverse drought eonditiens. There Is a general lack of water, and mortality
rates among children are high.

A soclo-economic survey based on visits to ten villages selected as
representative of the 67 agglomerations located in the twe divisions of Negezi
and Kishapu, provided the following information on the felt needs of villagers,
their willingness to participate in and Ffinance water supply improvement
activities, communiry administration snd organization, and previeus village
involvement and experiences in self-help projects:

- men sell water which they collect from the river and transport by back or
oxcart for as much as Tah 10 (US§ 0.15) per bucket of 20 liters:

- in communities where improved water supplies are constructed, villagers
revert to traditicnal water sources as soon as improved water supplies do
not funetion, or when traditional seurces are more convenient or yield
better-quality water than improved sources, or when the price charged for
water frem improved sources is considered high; ‘

- enly in seme wvillages are women well organized, well informed, and
represented on village committees;

- there seems to be high community willingness to participate In wataer
projects, at the initial plamming and decision-making stages as well as
during implementation; wemen especially express the desire to be more
erganized and to participate more actively; ‘

- villagers are generally pesitive to the concept of village-level operation
and maintenance, assuming that proper training cam be provided;

- women generally are not invelved in the collection, management and use of
village funds; they usually feel outside the system and are concerned that
¢collected monies are not being used as efficiently as they could or should
be; =some women express the need for better accountability of wvillage
funds;

- separate meetings with village womén seem to be an excellent and desired
means to discuss projects; male village leaders suppert such meetings, and
are in fact helpful in arranging for them;

- there is a preference for "mized" water committees including trusted men
and women of the village; in some cases thay are integrated with wvillage
health or welfare committees;

- there i1s little or no appropriate community-level training for village
water ¢committee members and technical personnel;

- according to responsible village officials, obtaining contributioms for
"sensible" projects, such as water, 1s no problem; ability te pay 1Is taken
inte account when contribution levels are set; contributions are collected
from all working persons between the asges of 18 and 50: a cashier trained
in bookkeeping iz found in every village; village funds are banked under
the name of the village, with different accounts for different projects;
the Village Cashier is respensible for all cash transactions related to all
projects, and presents reports at monthly Village Council meetings,

Currency Tanzanian Shilling (Tsh) = USE 0.015; 1 US$ =~ 69 Tsh.
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ANNEX VII

RURAL (WS SECTOR ORGANIZATION IN TANZANIA
(by €. Wang, Norconsult, Comsulting Engineers)

The conecepts underlying the approach recommended in Tanzania for the Negezi
and Kishapu Divisionz (Shimyanga Region) rural water supply project were as
followsz:

- water supply facilities should be small, localised, and capable of being
operated, maintained and financed at village level;

- the community should be invelved in planning and design of water supplies
to the maximum extent possible, i.e. community views re: siting of water
points, washing slab design, etc., should be taken inte acecount wherever
possible. Further, during initial organisation and planning meetings, the
community should be informed of available optiens, costs of different
alternatives, ete., so that it is aware of advantages, disadvantages, costs
and consgequences assoclated with various possible solutions;

- the community should be organized and demonstrate its firm committment to
village ownership principles before construction materials are allocated
and technical work actually commences;

- that people use traditional sources should be accepted and incorporated
into projeet activities (e.g. providing training and limited materials to
line open dug wells and install/improve lead-away drainage), rather than
ignored;

- coverage should be vcomplete in a few pilot villages, rather than scattered
supplies being provided in many different villages. For example, it is
better to install six handpump-equipped shallow wells and improve two dug
wells in one gingle village, than to install ten demonstration shallow
wells (or impreoved wells) in ten different villages. Only in this manner
can real heslth impacts be made, measured, snd ultimately, effectively
demonstrated:

- that livestock watering will always be a priority, and always take place no
matter what the felt need for safe drinking water, should be recognized and
dealt with. Where there 1s potential danger of compatition for, or
contamination of, improved domestic water sources by animals, the means
with which to ecomstruct separate livestock watering points (e.g. watering
troughs, ete.) a safe distance away from the domestic source should be
provided;

- health education should accompany all phases of community development and
technical agsistance work;

- project implementors and villager beneficiaries should be supportad through
the provision of appropriate, performance-oriented training (initiazl and
refracher).
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ANNEX VIT/VI

JOINT-VENTURE MATNTENANCE IN RURAL CWE IN LESOTHO
(by L. Krayenbuhl, EPFL/IGN - 1985)

The construction of village water supplies in Lesotho is a joint venture
between geovernment and communities: villagers agree to form a Village Water
Committee and to contribute free labour during construction, and ecash for
maintenance; government and donor agencies provide all the capital costs of
congtruction and the technical expertise; system design is based on simplified
construction technigues and quality materials to ensure long life and minimum
maintenance; ones constructed, the water supply belongs te the wvillagers wvho
are responsible for sgecurity, operation, and maintenance; the institution
responsible for aszsisting the community during censtructien, Village Water
Supply (VWS), continues teo support the village.

Recently a policy was designed to recover 50% of maintenance costs;
identifiable direct costs are transport, cost of crew time spent In villages
making repairs, spare parts, materials and supplies; a service charge is added.
M. 38,000 can thus be generated annually te partially reimburse the annual
maintenance outlay of VWS. The wvillages' share of maintenance c¢osts will be
collected, and funds for saystems' maintenance will again be allocated by
government to VWS,

Cooperation betwaen government and the village has been effective during
the ¢onstruction phase of water supplies and can be extended to keep these
faeilities in good working order. By joint venture maintenance, each party
agrees to undertake certain responsibilities,

The cbligarions of the Village Water Committee will be to organize and
ptovide free labour as needed to assist the repair crew; to pay the cost of
repaiy including a minimum serviece charge for each repair request; and to pay
VWS erew labour costs for the time spent in the wvillage repairing the
brealkdouns.

The obligations of government will be to allocate maintensnce funds to VWS
to cover the entire budgeted requirement, and to open a revenue account for VWS
maintenance for the eollection of payments from villagers.

The obligatiens of VWS will be to guarantes each new system constructed for
a pericd of one yeay, repairing any breakdowns at no charge to the village; to
employ technically traimed persomnel in sufficient numbers to adequately respond
to requests for repairs; to continue to train wvillage warer minders so that
dependency on outside asslstance ¢an be reduced; to maintain necessary todls
and equipment to meet the maintensnce needs; to maintain an inventory of spate
parts and supplies to meet repalr needs; to pay for the transpert to and from
villages of maintenance and repalr crews] to cover all adminlstrative gnd
overhead costs associated with maintenance; and to upgrade facilitles to cover
major repairs eesting over M. 500 and to pay the total cost of rehabilitations
through eapital funds provided by govermment with support from donor agencies.

Currency Maloti (M.} = US5 0.49; 1 USS - 2.03 M.
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ANNEX VIT/VIT

RURAL CWS IN KENYA K MALAWI, SRI LANKA AND TANZANIA
(by T.8. ¥atko, Tampere University of Technology)

On the basis of cases from Kenya, Malawi, Sri Lanka and Tanzania, a study
f the major CWs development constraints and "altermatives for transferring
responsibility to recipilents" gave the following indications:

- defective operation and malntenance together with leogistical difficulties
proved to be the most severe constralnts as seen by both the governments of
the developing countries and by foreign experts;

- the governments regarded the lack of trained personnel as a very severe
constraint; the foreign experts brought up the acute problem of cost-
recovery as well as management- and effectiveness-related issues;

- lack of training as such is probably not the most severe constraint; more
attention should be pald instead to the relevance of training syllabi and
to the capacity of the national institutions to manage all the necessary
activities;

- although the low-cost technology approach is now accepted by all parties,
in practice many sophisticated schemes are =ztill constructed;

- in spite of the lack of water resources in some areas, research efforts
remain insufficient:

- the high number of agencies and projects alse creates other constraints
resulting from difficulties in coordination and standardization;

- the success of metheds to overcome constraints 1s largely dependent on the
efficiency of cost recovery.

Many rural gchemes, upon completion of construction, fail to provide
service to communities, or they become diffifcult to cperate and maintain due to
Inefficiency or the lack of suitable management systems. Partly because
international support was available, most developing ecountries have until
recently concentrated on constructing new schemes. If most of rhe schemes
constructed were maintained and kept operative, many developing countries would
not have any funds for new investments.

It is likely that the governments in developing countries have avelded the
gap in sector development only because most of the water schemesz were not
operative. Thus there iz an urgent need to develop methods for cost recovery to
inereage local funds. Although many investments have been financed by donors,
it is uncertain whether they would also be willing to pay for operation and
maintenance, If they are, one could ask whether there iz any sense in that kind
of support in the long run, considering the ultimate self-reliance goal of
developing countries. As a key policy matter it is evident that the decision by
some developing countries te supply water to all people free of charge should be
reconsidered and at least partial cost recovery encouraged,
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ANNEX VII/VIII

POTENTTAL FOR PRIVATIZATION OF VILLAGE GWS IN LESOTHO
(by D. Warner - WASH Fleld Report No. 215)

1. Frivatization has not been dealt with to any significant degrea at the
pelicy-making level by Govermment agancles. However, proposals  for
privatization would likely be considered withour biasz.

2, Earlier water projects in the rural communities encountered difficulties in
sustainability due to a lack of ewphasis on community responsibilities for
maintenance. There are indications that communities may still be reluetant to
assume maintenance respongibilities and that local capabilities for implementing
cost recovery would need to be significantly upgraded to overcome thesa
attitudes. The problem stems not so much from a lack of finanecial resources as
from the perception that maintenance is a Government tespensibility. In order
to change these perceptions, village water committees would need te he
strengthened and given improved levels of support from distriet rural
development officers and their staff of rural development assistants.

3. Gravity systems are constructed whenever possible, but handpumps constitute
the principal maintenance problem to be addresszed initially, as there are
approximately 2,000 in existence at presgent.

4, Costs incurred by the Village Water Supply and Sanitation (VW58) PFrojeet
in ¢onstruction have averaged USS 38,8) per capita served for new gystems of all
types. Maintenance costs averaged about US§ 1 per capita served. This however,
does net represent an adequata level of malntenance, especially for handpumps.
Only about 9% of the VWSS budget is allocated for maintenance at present,
Maintenance funding raquirements will inecresse signifiecantly and axe projected
te reach M. 41.6 million or an average of M. 15 per household (M. 3 per capita)
by 1991. Opportunities for private sector involvement seem strongest for
handpump maintenance, with the VWSS retaining responglbilities for supervisiod,
procurement, and revernue collection. '

3. There iz an existing cadre of firms willing and able to participate in the
maintenance of rural water supply systems. Currently, private activities in
this areas invelve well drilling; handpump installatiens, plumbing and
mechanical services, and irrigation systems installation. There is an apparent
wide range of experience and technical expertise: all firms would have
diffieulty assuming all of the VWSS maintenance workload, indicating the
desirability of dividing the work to be privatized inte smaller componants .,

6. The VWSS has been advised to econtract with the private sector for
maintenance in the four lowland districts which have the greatest density of
handpumps and to employ local technjcians to serve small groups of villages in
the other six distriets. Privatization of handpump maintenance should be
rapldly initiated in the four lowlands districts 1f competitive bids confirm the
prospective benefits. Similar steps would be taken to implement the village
level technician appreach in the six highlands distriets, on a phased basis.
Cost recovery is recommended to beginm at a relatively low level, increasing for
instance over five years to about 75% of full cost. Privatization should be
supported by strengthened systems of rural development at the district level and
improved performance of water commitrees at the village level,

Currency 1 Maloti (M.) = US§ 0.49 ; 1 US$ — 2.03 M,
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ANNEX VII/IX
RURAL SANTTATION PROJECT TN LESOTHO
{(by D. Warner - WASH Field ERepotrt No. 215)

Lesotho's "Third Five-year Development Plan, 1980-81 to 1984-85" outlined
the scope and objectives of a pilet project which would provide the foundation
for a subgequent natienwide integrated sanitation programme. A combined health
education and latrine construction propgramme was envisioned, to be carried out
in rural areas which are already served with upgraded water supplies or whete
existing water supplies are adequate. One of the main featurez of the pllet
project was the ownetshlp and use of latrines by individual households.

A study of the finaneial and economic aspects of the rural sanitation
sector was carried out by WASH in Octeber 1985, The principal financilal and
institutional findings and conclusions are highlighted below,

Financial Aspects

1. Ability teo pay.

(a) Approximately 50% of the households would be able to pay the full cest of
acquisition of a latrine,

{b) Approximately 5% would defer purchasing a latrine,

{c} The remaining 45% would likely require some type of financing assistance.

2. A national vyural sanitation project would have slgniflecsnt capital

investments and recurrent expenditures.

{(a) Recurrent expenses would be approximately 15% of the Ministry of Healch's
total recurrent budget in recent years.

(b) Gapital expenditures would require an increase of 100% over recent capital
budget levels.

{o) PFunding requirements for the first five years of the programme (100,000
latrines) are expected to cost M. 14 million,

3. Donor assistance and cost recovery from beneficiaries would be essential
parts of the financing plan. Donor support should be sought as soon as
possible, Some donor Interest has already been expressed in providing funding
for three out of ten districts.

4.  Features of a varlety of finencing options.

{(a) Government subcidieg.

() Provision of seed money for revolving funds to be administerad by credit
unions and/or interest-fraee advances administered at district level.

{(a¢) For households demonstrating financial need (approximately 15%), incentive
grant funding of 50% should be made available, tied to demonstrated ability
to mateh funds,

(d) Optimal financing plans should he pilet tested in two villages and focused
on lewer-income households,

Institutional Aspects

1.  Much of the decentralized staffing needed to carry out a nationwide rural
sanitation project 1z already in place,

2. . The principal feature of the proposed approach 1s that Government agsunes
the role of facilitator on a person-to-person basis at the village lewvel.

3. Government plans for increaszing the number of village health workers from
3,000 to 5,000 iz an ifmportant prerequisite for attaining project geals.

Currency Maloti (M.) = US§ 0.49 ; 1 US§ = 2.03 M.
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ANNEX VII

SANTTARY VILLAGES TN ZATIRFE
(USAID/DSSP/SANRU project - Summary by P. Stevens, independant ceonsultant)

Adegquate sanitarien Ils recognized te be a determining factor inm the success
of the primary health care programmes of Zaire. In each organized rural heslth
zone, the inhabitants are motivared and assisted to elean up their villages and
the wvillages whic¢h are maintained in satisfactory sanitary condition are
certified each year by the zone medical chief,

Among the 306 rural health zones, 75 zones (ineluding about 11,000 of the
43,000 villages of the country and havimg a total population of about five
million persons) are a4t present assisted by the rural Health project SANRU. At
the end of the year 1985, 880 villages (8% of the villages assisted by SANRU)
were certified as "sanitsry" and this number was increased to 1,677 (15% of
SANRU wvillages) at the end of 1986. This represents a very encouraging result,

egpecially since the work was entirely done at the expense of the inhabitants
themselves.

The SANRU water and sanitatien ¢oordinator, or snother professional member
of the health zone staff, visitg each village about once a month, where he
undertakes the inspection, the health and hygiens education, and the technical
assistance fo¥ the ceonstruction and maintenance of simple improved water points,
the censtruetion of sanitary latrines and the hygiene of houses and of their
surroundings. The water and sapitation coordinator is assisted on site by a
community health agent and sometimes by the local health centre nurse.

The salary and travel costs of the coordinator are included in the budget
of each rural health zone, which will eventually be totally financed by the
benefitting populatien. Financial support by the Government and by donor
agencies is however nesded during the initial period of the programme.
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ANKEX VIY/XY

COMMITNITY INVOLVEMENT IN SRT TANEA
(by G. Pendley, Kampsax-Kroger, Consulting Engineers)

Ukuwela Area WSS, Central Province (Sri Lanka); pepulation served: 12,000
in 23 willages by 56 public standposts and B350 individual connections. System
constructed in two vyears and handed over to the National Water Supply and
Drainage Board.

1. Technieal options, including handpumps and upgraded traditional wells, were
presented to Community representatives prior to commencement of construction.

2. The numerous requests for extensions and additional standposts were
responded to promptly, and alternative types or levels of service were offered
wherever possible.

3. More affluent and commercial areas and other potentiasl sources of revene
were identified during the feasibility satudy. Llater, a door-to-door promotional
campalign was conducted te encourage household, commercial and institutional
connections where possible. This eampaign yielded requezts for 850 individual
connections. The timing was planned to coinecide with pipe-laying, a highly
vigible activity. Care was taken not to locate standposts near houses which
could afford individual connections.

4. "Willingness to pay" was assessed by means of an "application" fee, which
corresponds teo ome-day's wage for a labourer, and later an agreement to pay the
cost of service connmection. Confidence was built in the water authority when a
"mobila-office" was established at a central location in the service area to
issue and accept applications for comnections.

2. Community partieipation during construction was organized on =&
"neighbourhood" basis, 1.e. where people already knew each other and had a
tradition for doing things together. Thus, a sense of competition was created
between groups. Veluntary caretakers were selected by village representatives,
again on a neighbourhood basis, and were trained on-the-spot.

6. The project was supported by supplementary inputs of household sanitation,
recyuitment and training of Velunteer Health Workers by the health department,
and orientation meetings feor school teachers, technical officers, and other key
Eroups.

7. A mass media campaign, Including newspapers and radio, was launched
gimultanecusly with the start of the construction weork, with messages dezigned
to support participation in the Project and applications for Individual
conmectlons.

8. Periodic monitoring (including financial matters) ceontinued after the
handing over ¢f the scheme to the Water Board, with prompt response to
breakdowns and complaints. It is intended to use the revenue from the scheme to
subgidize the operation and maintenance costs of handpump wellz for poorer
communities outside the area covered by the scheme, but under the same water
authority.







