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Foreword

This report represents the Final Report of research activity “Review for Private Sector Participation In Water and Sanitation in Indonesia With A Particular Emphasis On Review on Drinking Water Supply With and Without Public-Private Partnership Scheme in Indonesia”. 

Broadly, this final report comprises introduction chapter, which describes the background, purpose and objective of the research with the approach and methodology used  presented in the second chapter. In the third chapter a general picture of water companies, as an object of the study research, is presented, with  performance described in the fourth chapter. Chapter five describes the discussions that have been evolved from a number of performance indicators which have been presented in the earlier chapters. The report is closed by summarizing the research findings and general ideas on the direction of the future subsequent research. 

The Research Team is aware that there are still many shortcomings in the report, and  criticicisms and inputs are welcome with a view to improving and refining the research in the future. 

Bandung, April 2009

Team Leader
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Pendahuluan

INTRODUCTION  TIRTA PAKUAN DAN ADHYA TIRTA BATAM

I.1.  Background 

The management of drinking water infrastructure by the private sector through  private sector participation (PSP) mechanism has become a global trend. Especially in the developing countries, including Indonesia, considerations  that generally served as basis for the involvement of the private sector are: the need to overcome  the gap in  public budgets (Government) in financing the investment for infrastructure development, and:  an effort to improve  and optimize  the existing production to distribution process. The first consideration assumes that PSP has the capability to mobilize private capital for investment, whereas the second consideration assumes that by having technical and managerial skill/expertise, the private sector could be better or more efficient compared to the public sector in providing a  similar service. 

Conceptually, PSP could be implemented starting from the simple scheme such as outsourcing to Public Private Partnership schemes for a wider involvement of the private sector. However, the practice in many countries has indicated that  concession contracts are  preferred compared with other PPP schemes. This is because a concession is able to accommodate all the benefits offered by a  PPP scheme, such as management contract and lease that are more focussed on  performance and efficiency improvement, but not involving the physical investment   of BOT (build-operate-transfer) which has, among its main features,  physical investment for capacity improvement. By selecting the concession scheme, the Government is transferring the responsibility and authority to the private sector to operate and maintain the infrastructure system, including the obligation to finance and manage its investment.  Apart from the time limitation of the cooperation, the concession scheme characteristics are almost indistinguishable  from full privatization, which is more widely known as divesture.

However, the domination of concession scheme in many parts of the world, especially in the developing countries, has often brought about controversies. This situation is triggered by the failure of the private consortiums, that are awarded the concession for drinking water service provision,  to achieve  the required performance standard, thus providing a  a reason  for those who reject the PSP mechanism as a whole in the drinking water sector. Those who are against the PSP (on the one side) take the view that the private sector is not better than the public provider. However, at the same time, there are facts that  cannot be avoided, that most of the big Local Water Works Enterprises (PDAM) are in an unfavorable condition, viewed from a number of aspects, such technical, financial and managerial. Those who are for PSP (on the other hand) see PSP as a relevant solution to overcoming the weak financial capacity and operational in-efficiency of PDAM, with the expectation that the private sector could be better than PDAM (taken as representative of   public water providers). 

Hence, the National Working Group (NWG) The Water Dialogues Indonesia  was formed in 2005 with the objective to conduct a review of  the implementation of PPP in the water sector and felt the need to conduct  balanced research, viewing  drinking water provision with or without the implementation of PPP schemes. The purpose of this research is also to improve the understanding of multistakeholders on a number of factors that could affect the performance of the drinking water service provision with or without PPP schemes. Broadly, the research conducted is of an explorative character  in preparing relevant research questions to obtain answers through case study research. It is expected that the result of the research could be used as basis in preparing  wider scale research activities in the future, in order to obtain  more comprehensive answers related to the role of the private sector in the provision of drinking water service, as well as  the sanitation sector in Indonesia. 

I.2.  Research Objective 

The primary objective of this research is to provide a factual picture on the condition of the drinking water service operated by the PDAMs which are representing the public water provider, compared to the private water provider through the implementation of PPP schemes. 

Specific objectives that need to be achieved in the research activity are: 

1. To know the performance of the drinking water service provision operated by PDAMs and the private sector through PPP mechanisms;  

2. To know the factors that are affecting  performance in the provision of drinking water services operated by PDAMs and the private sector through the PPP mechanisms; and  

3. To obtain a picture for research need in the future in a wider scale related to the implementation of PPP schemes in the drinking water and sanitation sector in Indonesia.  

I.3.  Limitation and Scope of Research 

By limiting the review only to  concession contracts which is but one of the available PPP schemes, this research focuses on  performance indicators comprising the following aspects: technical, customer service, financial, business management, human resources, and access for poor households. Other aspects are history, business environment, political and government relations law and regulations, local socio-economic conditions, involvement of stakeholders in the decision making processes, such as tariff setting, transparency reports and work (job) contracts including assessment of performance or minimum service standards. 

To carry out the intended activities, the scope of the research is set forth covering the following activities: 

1. To identify the performance indicators in the drinking water service by referring to six performance aspects which become the framework  of the research; 

2. To collect data needed with respect to the performance indicators from the drinking water providers that become the object of review, customers and non-customers at the study area, including other stakeholders; 

3. To analyze  in a comparative manner the findings (data/information) obtains;

4. To explore the factors that could affect the performance of drinking water providers which become the object of the study;

5. To discuss the results of research with the NWG to obtain a balanced perspective in assessing the research findings. 

I.4.  Location of Case Study 

The research is carried out at the PDAM Tirta Pakuan Kota Bogor West Java Province and at the PT. Adhya Tirta Batam (ATB) Batam Municipality Riau Islands Province. Both cities were selected with the consideration that both of them have the same  population, that is above 700 thousand people (year 2007) with  currently active customers of more than 75 thousand housing connection units (HC). Other consideration is that the two cities are already representing a  private water provider (through the implementation of PPP scheme=Concession represented by ATB in Batam City) and a non-PPP scheme water provider (through the PDAM Tirta Pakuan owned by the Bogor Municipal Government). 
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Figure  0.1. Location Map of Case Study 
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STUDY APPROACH AND METHODOLOGY 

II.1. Data Collection and Method 

In this study, the primary data is data obtained from the main source, such from direct interviews or through completion of questionnaire. Whereas, secondary data is data obtained indirectly, by utilizing materials and documents from other sources (document review). With regard to the measurement, qualitative data in this study is data that groups , for example, data with a nominal and ordinal measure scale provided to represent a measurement category (high-medium-low). Quantitative data is  numeric, including within it data that have measured scale ratios and intervals. The following are the data collection methods used: 

1) Document review 

Document review is data collection  by reviewing documents or archives obtained from the company, such as annual reports, performance evaluation reports, etc. 

2) Survey using questionnaire

Questionnaire is used to collect written data from the main source or respondents. The respondents are the customers as well as non-customers. 

3) Interview 

Interviewing serves to enrich data/information obtained from the data previously collected from the secondary sources. In addition, interviews  also aim to conduct validation to relate parts of the data collected from the document review. 

4) Focus Group Discussion (FGD)

FGD  collects  perceptions as well as opinions on a certain topic by way of involving a group of people in a discussion forum. 

In this study,  FGD is designed to confirm and validate preliminary research findings to related parties with the data or information collected. This FGD is also used to further explore new issues/topics that have not been obtained through data collection methods described earlier above. 

II.2.  Performance Indicators 

The term ‘performance indicators’ in this study refer to the definition stated in the MOHA Decree No. 47/1999 on Guideline for Evaluation of PDAM Performance, namely benchmark for the level of achievement of an aspect.  It has been earlier described that this study focuses on 6 (six) aspects, by using the following indicators: 

A. Technical aspect, consisting of 4 (four) performance indicators: 

1) Level of Water Losses 

This performance indicator measures comparison between the balance of total water distributed and the total water sold in one specific year against the total water distributed in that year.  

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB.

2) Water Quality Supplied 

This performance indicator measures to what extent the water quality received by the customers has complied to the existing requirements and standards.  

Methods used: Document review, interview and questionnaire survey to customers. 

3) Continuity of Flow  

This indicator measures the average time (hours) of water flow to the customers during one day in the whole year

Method used: document, interview and questionnaire survey to customers. 

4) Water Pressure at Customer Pipe (Tap)

This performance indicator is measured by way of finding the data or information on average minimum water pressure that flows in the customer’s pipe. 

Methods used:  Document review, interview and questionnaire survey to the customers. 

B. Customer service aspect, consisting of 6 (six) performance indicators: 

1) Total Population Served  

This performance indicator is measured by comparing total population served and the total population in the service area. 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

2) Idle Capacity 

This performance indicator reviews the production productivity to obtain information on the idle capacity. 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

3) Water Meter Replacement  

This indicator measure the percentage of  meters replaced in a year in all the branches and service units. 

Methods used: Document review and interview with the management of  PDAM Tirta Pakuan and ATB

4) Time Needed for Installing New Connection  

This indicator measures the average time needed by the prospective customer to obtain new connection, from the time of submitting an application  to the start of water flows through  the customer’s pipe. 

Methods used: Document review, interview and questionnaire survey to customers. 

5) Time Needed to Respond to Customer Complaint 

This indicator measures the average time needed to respond, from time  complaint is submitted  to successful handling of complaint. 

Methods used: Document review, interview and questionnaire survey to customers. 

6) Customer Satisfaction 

This performance indicator measures to what extent the customers are satisfied with the service they received.  

Methods used: Questionnaire survey to customers. 

C. Financial aspect, consisting of 10 (ten) performance indicators:

1) Operational Cost Ratio  

This performance indicator measures the capacity of operational revenue to cover the operational costs (not including  interest on loan and depreciation). 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

2) Personnel Cost Ratio  

This indicator measures comparison between the allocated annual personnel costs and operational costs. 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ASTB.

3) Energy Cost Ratio  

This indicator measures comparison between annually allocated energy costs and operational costs. 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

4) Debt Payment Capacity Ratio  

This performance indicator measures the debt payment capacity due, defined as profit potential generated by the company to meet its obligations to pay the debt instalments (principal and interest) due. 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

5) Short Term Loan Repayment Ratio  

This performance indicator measures the capacity level of company to repay short term loan, by calculating through comparison of current assets with company obligations. 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

6) Net fixed asset rate of return  

This indicator measures the capacity level of operational profit that can cover fixed asset values, which is calculated by dividing business operation profit by  fixed asset value. 
Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

7) Operational Costs per M3 of Water Sold  

This indicator shows the amount of cost needed by the company to produce water per unit M3. This value is obtained by dividing direct business costs with the volume of water (M3) billed. 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

8) Average Water Price per M3 

This indicator measures average water price per M3 which is obtained by dividing the total water sold by  the total water (M3) billed. 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

9) Cost Recovery

This performance indicator measures the capacity level of company operational revenue to cover the operational costs (including interest on loans and depreciation). 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

10) Duration of billing/Account Receivable

This performance indicator measures the duration of time needed by the company to collect billed water. 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

D. Business Management Aspect 

This performance indicator measures qualitatively important aspects in the management of a company, especially those related with the implementation of good corporate governance or GCG. 

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

E. Human Resources Aspect:

Besides measuring the total staff (including outsourcing) per 1000 connections ratio, the performance indicator of human resources aspect also measures the level of productivity of each employee, by comparing the total employees against the volume of water produced annually.  

Methods used: Document review and interview with the management of PDAM Tirta Pakuan and ATB

F. Aspect of Access to Water for the Poor:

This performance measures whether the water provider also provides special service to the poor,  by comparing the total customers in the low income category against all active customers, and comparing the total poor people served against the total population in the service area. This performance indicator also seeks to know whether the tariff charged by the water provider is affordable by the poor.  

Briefly, the principle of affordability used in this study is in accordance with the MOHA Regulation No. 23 Tahun 2006, that is not over 4 (four) percent of the total household income. 

Methods used: Document review, interview and questionnaire to customers and non-customers. 

II.3. Approach in Performance Review 

In the introduction section it has been stated that this research aims to provide a balanced picture on the factual condition of water supply provision by the public provider represented by PDAM, compared to the private provider through the implementation of PPP scheme. This research is carried out with the view to bridging the differences of sharp opinions with respect to the Government policy pursuing “privatization” of the management of drinking water supply through PPP mechanisms. Those who oppose the PPP scheme (on the one hand) consider the private sector is no more capable than the public provider. Whereas, those who support (on the other hand) the PPP scheme view it as a relevant solution with the expectation that the private provider could be better than the PDAM.  

The argument of those opposing “privatization” is that the public service undertaken by the government basically is not appropriate to be transferred to the private sector.  Other arguments
 are: 

· The contracts with the private sector could pose hidden-costs because of the lack of information, supervision, of the  procurement process. 

· There are conditions that are not making possible the  promotion of  competition among the third parties/bidders, causing privatization to become more complex than  imagined at first.  

· There are  intentions to make  the private firm  more accountable, but what often actually happen is the opposite. 

· Privatization has no track record of achievements, because the record of privatization  is only risks/threats and failures.   

· Private firms often could not meet operation standards, but rather exploit the service price without taking (bearing) the  consequences of the price increase. 

· The provision of public service awarded to the private sector tends to be a natural monopoly, and will pursue the application of high tariffs and so the service is focused only on consumers that have the capacity to pay.  

· Drinking water is human basic right, hence it would not be appropriate if the private sector is allowed to gain profit from the provision of water service to the poor.  

Other views which have  also become the concern of the opposing parties on the private sector involvement in management of infrastructure (in general) are the perception that the privatization policy will endanger the poor, and is being promoted for the interest of foreign entities. 
On the other hand, those supporting the privatization policy state that the private company tends to be more efficient than the Government, with regard to  economy of scale  and personnel productivity. Other related views
 are: 

· Private sector could provide capital  

· Increased involvement of the private sector could benefit the population that has not been previously served, particularly the poor.  

· Public sector is seen as not efficient, characterized by excess personnel, corruption due to political intervention, and not responsive to consumer need.  

· Low tariff will not ensure the service reaching the poor, instead it neglects the poor.  

· Independent regulation and awarding concessions through competitive bidding will prevent abuse of power/authority.  

Other  reasons to promote privatization of drinking water service provision, are namely (i) the condition of the existing infrastructure that are already old would need considerable investment, both for the maintenance as well as new replacement; (ii) shift of authority from the central government to the local government which is not accompanied by adequate funding; and (iii) lack of political will due to the investment in the water sector could not directly be seen (invisible infrastructure), meanwhile tariff increase is not a popular decision.  

Both poles of the arguments above certainly need to be  considered by an impartial approach. Despite that the research scope has stated 6 (six) performance aspects, this could not directly be used for reviewing and producing statement on “achievement” or failure” of one of the companies compared with  the other. This is because objectively in the field the  water supply system undertaken by public provider (PDAM) and the  private provider through the implementation of PPP scheme are certainly not directly comparable.  

PDAM, a Regionally Owned Enterprise (ROE) owned by the Provincial and Kabupaten Government, is given the responsibility that complies to existing laws and regulations. For the private provider (through PPP mechanism-concession) generally in the form of consortium or joint venture entity which is specifically formed to capture the concession from the Government, beside complying to the prevalent laws and regulations in Indonesia, there are special conditions such as cooperation contract that is binding and has legal power for the parties in the contract.  

Hence, this study tends to have a starting point from normative references on the need for  PPP, by broadening the analysis of  the arguments opposing the government policy to implement privatization. As discussed in the introductory  section, the concession scheme that becomes the object of this study is able to incorporate all “benefits” offered by other PPP approaches. Hence, the following are several considerations that could be used to review the performance of drinking water supply undertaking with or without the implementation of PPP scheme:

1. Service expansion 

Drinking water infrastructure constitutes  physical and non-physical components. This denotes that service expansion needs physical and non-physical investments, however, not only at the production system but also at the distribution system. The low service coverage that is often linked to the weakness  of PDAM financial conditions and limited government budget have become one of the important considerations to promote the involvement of private sector. The question is, could the PPP scheme mobilize capital to expand the water coverage in the concession area? On the other hand, without the involvement of the private sector through PPP schemes,  would PDAM be able to expand its service coverage? 

2. Operational efficiency  

Operational efficiency is related to the argument that the drinking water service provision by the public sector is not efficient. The question is: is the private provider through PPP scheme  more efficient and,  on the other hand could the PDAM (representing the public provider) not be efficient in undertaking its water business?

3. Quality of Service  

Service quality perhaps is a statement that could have wider meaning. However, one of the important arguments that become a  consideration in  involving the private sector in drinking water service provision is that the private water provider is viewed to be more responsive to the needs of users. The PPP approach is also believed to facilitate the promotion of innovation. The question is: I does the private sector tend to be more innovative and provide better service quality, if compared with the drinking water undertaking by PDAM itself without the PPP scheme? 

In order to be balanced, the review is also directed to arguments opposing the Government policy to implement the privatization of the drinking water service, as follows:  

1. Service tariff 

This is related to the view that the provision of a public service that is provided by the private sector will tend to be natural monopoly and will drive the water tariff higher and the service then focuses on those consumers that are able to pay.  

2. Special program for serving the poor 

This is related to the statement that the private sector is more oriented to seek profit which results in  “cherry-picking”,  only serving those consumers that are bringing profit and neglecting the poor consumers with little profit. However, this issue perhaps is still related to the previous service tariff. Thus, the review on this issue will be more specific and only focuses on serving the poor.  

3.
Environmental conservation 

This is related to the apprehension of the occurrence of environmental degradation because of excessive exploitation of  the water sources by the drinking water undertaking, but neglecting the obligation to implement conservation.

Those issues above perhaps have not accommodated all of the arguments previously discussed above, however, they are still included in the analysis, noting the arguments are analyzed in a comprehensive way since there are many performance indicators that become the focus of the study could be view separately, which in this case they are mutually related. 

GENERAL DESCRIPTION OF PDAM TIRTA PAKUAN AND ADHYA TIRTA BATAM

III.1   PDAM Tirta Pakuan

The City of Bogor long ago known by the name Buitenzorg has a water supply system dated back to 1918. At that time, the Dutch Colonial Government through an institution called Gemeente Waterleiding Buitenzorg built a water supply system utilizing a spring water source Kota Batu, with a capacity of 70 liter/second and located in the Bogor Kabupaten about 7 km from the City of Bogor. This water supply system then became the embryo for the establishment of Perusahaan Daerah Air Minum (PDAM) Tirta Pakuan Kota Bogor. 

PDAM Tirta Pakuan itself was formed based on the Local Regulation (Perda) No. 5 Year 1977, dated March 31, 1977, which later was endorsed by the West Java Governor Decree No. 300/HK.011/SK/1977 dated July 5 1977. Since the effectiveness of the Perda No. 5 Year 1977, the water works enterprise has a legal status, where prior to becoming Local Water Works Enterprise its status was a Local Service. As such, the shareholders of  PDAM Tirta Pakuan Kota Bogor is the Local Government.  

With a long history, at present the PDAM Tirta Pakuan has drinking water infrastructure and facilities that are more developed than when at first was built, starting from the spring intake, water treatment plant up to water transmission and distribution mains. The water sources of PDAM Tirta Pakuan originated from two main sources, namely spring water and surface water (river). The spring water sources utilized are from three locations, namely spring water Kota Batu, spring water Bantar Kambing and spring water Tangkil. The surface water source is drawn from the Cisadane River, comprising of water Cipaku WTP (water treatment plant) and Dekeng WTP. PDAM Tirta Pakuan also has a reserved WTP, i.e. Tegal Gundil WTP with a capacity of 20 liter/second. As presented in Table III.1. the total production capacity of PDAM Tirta Pakuan at present is 1270 liter/second.  

Table 0.1. Production Capacity (Designed and Operational) of PDAM Tirta Pakuan

	No
	Water source/installation
	Designed capacity liter/second)
	Operational
            (liter/second)

	1
	Spring water Kota Batu
	70
	50

	2
	Spring water Bantar Kambing
	170
	138

	3
	Spring Tangkil
	170
	146

	4
	Cipaku WTP
	240
	296

	5
	Dekeng WTP
	600
	603

	6
	Tegal Gundil WTP
	20
	-

	
	Total
	1.270
	1.234


Source: PDAM Tirta Pakuan (Data Year 2007)

From those water sources, PDAM Tirta Pakuan serves its customers by zoning system, as shown in Figure III.1. below. 
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Figure 0.1. Water Sources and Flow Zones of PDAM Tirta Pakuan

(Source: PDAM Tirta Pakuan)

The six flow zoning is described below: 

· Kota Batu spring water source serves zone 6 covering Kelurahan Loji, Gunung Batu and its surroundings, but from time to time it also  supplements  the flow in zone 3. 

· Tangkil spring water source: 53% of the flow is conveyed to zone 1 covering  Kelurahan Katulampa, Tajur and surroundings, whereas the remaining 47% serves zone 4 through  Padjajaran reservoir.

· Bantar Kambing spring water source, 14% of which is conveyed to  zone 2 (Cipaku) and the other 86%  supplements the flow in zone 3 through Cipaku reservoir.

· Dekeng WTP serves zone 4 covering Kelurahan Babakan, Sempur and surroundings. 

· Cipaku WTP serves zone 3 covering the customers in Kelurahan Empang, Batu Tulis and the surrounding area. 

With regard to the distribution system, by utilizing its favorable topographic  condition, most of the water distribution at the PDAM Tirta Pakuan uses gravitation systems and reservoirs which beside functioning as water storage,  also serve as distribution centers. Currently, there are three reservoirs which are the main components of the distribution network. Cipaku Reservoir with a capacity of 9.000 M3 to store water from the Bantar Kambing spring water source and Cipaku WTP. Pajajaran Reservoir with a capacity of 12.000 M3 to collect water from the Tangkil spring water source and Dekeng WTP, whereas  Rancamaya Reservoir with a capacity of 3.000 M3 is used to collect water from  Tangkil spring water source. In general, the condition of distribution pipes installed in 1918 up to the present, especially the ACP type pipe has largely been damaged at the coupling connections. 

With the existing system, up to 2007, PDAM Tirta Pakuan has served 74.988 customers. PDAM Tirta Pakuan divides its customers into three large groupings, namely: 1) Social Group consisting of general social and special social; (2) Non Commercial Group consisting of Household A, Household B, Household C, and Government Offices; and (3) Commercial/Industrial Group consisting of small scale and big scale commercial/industrial. Detailed information on the composition of customers of PDAM Tirta Pakuan up to  2007 is shown in Figure III.2. below.
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Figure I0.2. PDAM Tirta Pakuan Customer Composition Year 2007

(Source: PDAM Tirta Pakuan)

These customer groups are distinguished in accordance with the tariff charged to the customers. The lowest tariff is charged to social group whereas the highest is charged to the big scale commercial group. Table III.2. describes the tariff structure of PDAM Tirta Pakuan based on the Mayor Regulation No. 9 Year 2008, which is as an adjustment of the previous tariff in accordance with the Mayor Regulation No. 6 Year 2006.

Table I0.2. PDAM Tirta Pakuan Tariff Structure Year 2008

	Group
	Customer Category
	Water Consumption

	
	
	0 – 10 m3 (Rp/m3)
	> 10 m3 (Rp/m3)

	I
	General Social (SU)
	300
	500

	II
	Special Social (SK)
	650
	1.300

	III
	Household A (RA)
	950
	1.950

	
	Household B (RB)
	1.200
	2.900

	
	Government offices (IP)
	4.500
	5.800

	
	Household C (RC)
	3.000
	5.000

	IV
	Small scale business  (NK)
	4.600
	7.300

	
	Large scale business  (NB)
	6.700
	9.000


Source: PDAM Tirta Pakuan

	Box 1.

General Description of Bogor Municipality 

Geography and Demography 

The City of Bogor is one of the cities situated in the West Java Province and only at a distance of about 50 Km from the capital city of Indonesia, DKI Jakarta. As a whole, Bogor which is located in the Bogor Kabupaten has a size of about 11.850 Ha, and administratively it is divided into 6 (six) kecamatan (sub-district) with 68 kelurahan. 

In 2007 its total population has reached  879.138 persons. It experienced an increase of 74% compared in 1998 which totaled 506.381  With the size of 118,50 Km2, the population density of Bogor is 74,2 persons/Km2. Broadly, the population growth is shown in Figure III.2. in the next page. 

Economic Condition 

Its economic macro indicator in term of Gross Domestic Product (GDP) Year 2001, the Bogor GDP at constant price was Rp. 1.209.642 and at prevailing price Rp. 2.954.164. In 2002, the constant price was Rp. 1.279.881 and prevailing price Rp. 3.282.218,41. In 2003 it rose by 6,07% to become Rp. 1.357.633 ( constant price), whilst based on prevailing price at Rp. 3.645.650 or increased by 11,07%. Its economic growth in 2003 was at 6,07 % or an increase of 0,29 % from year 2002 that is 5,78 %. The inflation rate in 2003 was 2,80 % or  lower 0,10 % compared to the inflation rate in 2002. The decrease of inflation  was due to the economic growth correlated with the inflation rate in the expenditure groups, such ready food stuffs, housing, clothing, health, education, transportation, and general expenditures. The increase of GDP could also be identified with the economic growth which  positively could stimulate the real sector in Bogor. The increase in GDP have an implication on the increase of income per capita of the population. From the available data it is known that income per capita in 2002 based on prevailing price  was Rp. 4.227.462 and become Rp. 4.605.734 in 2003 or an increase of 8,94 %. Based on constant price, Rp. 1.648.474,19 in 2002 become Rp. 1.715.166,99 or an increase of  4,04 %.

Climate and Topography

The average rainfall in the City of Bogor ranges between 3.000 to 4.000 mm/year. The monthly rainfall is between 250 – 335 mm with the minimum rainfall in September about  128 mm, whereas maximum rainfall occurs in October around 346 mm. The average temperature is 260 C, whilst the highest is 30,400 C with an average humidity of less than 70%. Two big rivers cross the he City of Bogor, they are Ciliwung river and Cisadane river, with seven river tributaries. As a whole these river tributaries formed a flow pattern parallel and sub-parallel causing faster time to reaching time to peak in Ciliwung river and Cisadane river as the main river. These river flows in general are utilized by the people of Bogor as raw water source. In addition to several river flows, in the City of Bogor there are also a number of spring water sources which in general are used by the people to meet their daily need of clean water.   

Source: Rencana Strategis (Strategic Plan) Kota Bogor 2005-2009


III. 2  Adhya Tirta Batam

The City of Batam relatively has  a recent history of its water supply system compared to Bogor. At the outset, the Batam Authority Body or OB has actively managed clean water and maintained reservoir in its  catchment area since 1978. At that time the OB has also managed the clean water service system consisting of a treatment plant to distribution network. Only in 1995, the OB entered into a concession agreement with the consortium PT. Adhya Tirta Batam (ATB) to manage the clean water service in. 

The consortium ATB at the start comprised  Biwater International Ltd., PT. Bangun Cipta Kontraktor and PT. Syabata Cemerlang with share compositions respectively of 45%, 45 % and 10%. However, in 2001, PT. Syabata Cemerlang sold its shares and Biwater was acquired by Cascal BV from UK which is a subsidiary company of Biwater International, Ltd. The shares composition changed from 50% owned by PT Bangun Cipta Kontraktor and  50% by Cascal BV. 

	Box 2.

Concession Agreement

Principles:

· Infrastructure to be expanded to:

· Provide > 90% coverage

· Meet water demand for duration of concession

· Concessionaire to arrange all finance:

· Tariffs to be reviewed as part of annual review of the business

· Cross Subsidy principle to be applied to Tariffs

· ATB has “Exclusive License” to abstract treat and distribute water throughout the island

Responsibilities (ATB):

· Continually develop infrastructure throughout concession period

· Raise capacity, quality and service levels to international standard

· Use appropriate technology

· Make payments to government for assets rental, raw water and royalties

· Reduce and maintain leakage levels at economic sustainable level

Responsibilities (BIDA):

· Manage catchments areas and raw water resources

· Acquire land and obtain necessary licenses

· Agreeing some key input parameters for annual review:

· Growth

· New Development trends

· Performance standards        

· Agree annual Business plans and Tariff adjustment

· Monitoring Performance

Source: ATB


ATB was awarded a concession to manage the drinking water supply system in Batam for 25 years, starting from 1995 to 2020. Under the concession, ATB is fully responsible to manage and supply the whole island of Batam. Beside becoming a party in the agreement, OB also acts as a regulator that supervises each activity of ATB, both technically as well as commercially, including in tariff setting and ensuring the availability and quality of raw water in accordance with effective capacity of the reservoirs in the island of Batam. The objective of the agreement between OB and ATB is to improve and develop clean water service in Batam in view to meet the present and future need within the concession period.  

In general, the concession awarded consists of: management, operation and maintenance of the old facilities (before the concession); construction of new facilities with its auxiliaries required to supply additional clean water; management, operation, and maintenance of new facilities. Financial obligations that must be paid by the concessionaire consist of a permanent lease , purchase of raw water, royalty to OB, and to the government in the form of tax. After the concession ends, the whole existing assets will be transferred back to  OB.

Drinking Water Service Provision System 

The effect of very high sea water intrusion and the shallow depth of ground water table has caused the water pH in the Batam island ranges between 5 – 6,8. Hence, the ground water in the Batam islands could only be used as drinking water after first neutralizing its acidity. This condition has made limited alternative sources of water because most of the people could not use ground water for drinking purposes. 

The supply of water in Batam island is also related with the availability of water from river flow. There are many small rivers with slow flow or small discharge through hilly areas;  on the average there is less than 16% of forest and thick bushes. These river flows could be originated from multiple spring sources, and seasonal river flows which only serve as rainfall conveyance in an area. The land depression areas in Batam are used as storage for reserved fresh water. With hilly topography of 16% to 75% slope and with intervals by low land is very advantageous for building reservoir as fresh water reserved storage. However, the steep land slope and type of soil that is easily prone to landslide due to water load, have made a number of areas in Batam Island becoming unsuitable as catchment areas. The catchment areas in Batam are suggested to be built in land areas having slope less than 16% with rainfall of about 3.48 mm/day.  

As shown in Figure III.3, the main water catchment areas in Batam are located in Duriangkang, Muka Kuning, Sei Nongsa, Sei Harapan, Sei Ladi dan Sei Baloi reservoirs.
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Figure I0.3. Map of location of reservoirs in Batam Island  

(Source: OB)

ATB has improved its production capacity in line with the rapid growth of the city. In 2009
, the maximum production capacity of ATB is 2,335 liter/second, or increase of almost four times since the start of concession in 1995 which was 588 liter/second. As a whole, ATB manages and owns seven Water Treatment Plants (WTPs) located on the rainfall fed reservoir as described earlier. The largest water production is produced by Duriangkang WTP, that is  1.000 liter/second. The remaining are produced by Tanjung Piayu WTP at 375 liter/second, Sei Ladi WTP at 270 liter/second, Muka Kuning WTP at 310 liter/second, Sei Harapan WTP at 210 liter/second, and Sei Nongsa WTP at 110 liter/second. Baloi WTP with a capacity of 60 L/second still in operation during 2007 and its water quality is very bad, making its production becomes very costly due to the high need of chlorine for disinfection before being distributed to the distribution network
. 

Table I0.3. Reservoir and production capacity (designed and operational) ATB

	No
	Reservoir/WTP
	Reservoir capacity (liter/second)
	Designed capacity (liter/second)
	Operational            (liter/second)

	1
	Baloi
	30
	60
	40

	2
	Harapan
	210
	210
	200

	3
	Ladi
	270
	270
	270

	4
	Muka Kuning
	310
	310
	300

	5
	Nongsa
	60
	110
	60

	6
	Piayu
	3.000
	375
	340

	7
	Duriangkang
	
	1.000
	950

	
	Total
	3.880
	2.335
	2.160


Source: ATB (Data Year 2009)

The ATB distribution system is built by integrating pumping system and gravitational system in accordance with the land topographic condition in the service area.  Its distribution system is divided into piped system and distribution reservoirs as water tank that serves to meet the water need during the peak hour and to store water during the minimum use. Generally, the water flow from the reservoir to the service area uses pumping system, with the consideration the land topography of the service area is relatively flat, so that when using gravitational flow it would not be effective. With these systems, it is known that per September 2008, the ATB total customers have reached 136.065 connections, with its breakdown as shown in Figure III.4.
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Figure  I0.4. ATB Customer Composition per September 2008

(Source: ATB, re-edited)

These customer groups are distinguished in accordance with the water tariff charged to respective customer. Table III.4. describes the tariff structure of ATB based on the Batam Authority Decree No. 106/KPTS/KA/XII/2007 dated  December 17, 2007, effective per January 2008.

Table I0.4. ATB Tariff Structure per January 2008

	No
	Customer Group
	Tariff per M3 (Rp.) based on monthly consumption (M3)

	
	
	0 – 10 M3
	11 – 20 M3
	21 – 30 M3
	31 – 40 M3
	> 40 M3

	I
	General Social
	920
	920
	920
	1.800
	1.800

	
	Special Social
	920
	920
	920
	1.800
	1.800

	II
	Low Cost Housing
	650
	650
	960
	1.800
	1.800

	
	Housing Type A
	1.400
	1.400
	3.750
	3.750
	6.000

	
	Domestic 
	1.700
	2.150
	4.100
	5.500
	6.700

	
	Government House
	3.800
	3.800
	5.000
	6.000
	8.000

	III
	Small scale business
	5.500
	6.000
	7.500
	10.000
	10.000

	
	Large scale business
	6.000
	7.000
	8.500
	11.000
	11.000

	IV
	Small scale industry
	9.000
	9.000
	9.000
	9.000
	9.000

	
	Large scale industry
	10.000
	10.000
	10.000
	10.000
	10.000

	V
	Special
	20.000
	20.000
	20.000
	20.000
	20.000


Source: ATB

	Box 3.

General Description of Batam Municipality 

Geography and Demography 

The City of Batam is strategically located because it is situated in the international shipping route and only at a distance of 12,5 nautical miles from Singapore. This places Batam as a gate to economic development locomotive, both in the Riau Islands Province as well as nationally. Based on Law No. 53 Year 1999, the size of the city as a whole is 1.570,35 Km2, and based on Local Regulation No. 2 Year 2005, it is stated that the city consists of 12 sub-districts (kecamatan) and 64 Kelurahan. 

In general, since the Batam island is developed by the Central Government to become an industrial, commercial, shipping transit and tourism area and the establishment of the Batam Municipality dated December 24, 1983, its population growth rate is continually experiencing an increase. The census showed during the period 1990-2000 the population average growth rate  was 12,87%. 

However, since the implementation of Local Regulation No. 2 Year 2001, its population growth rate during the period 2001-2006 has gone downward  to an average of  6,36%. From the available data, it is known that 

the city population in October 2008

has totaled 853.408 persons. 

As the population distribution is not even 

It causes the density per Km2 to vary. 

Climate and Topography
Batam has a tropical climate with a minimum temperature in 2007 ranges between 20,80 C – 23,00 C and maximum temperature between  31,20 C -32,90 C, whereas the average temperature during the entire year 2007 was 26,30 - 27,90 C. Average humidity is around 82 – 86 %. maximum wind velocity is 17 - 25 knot. Rainfall day in a year in 2007 is  222 days and annual rainfall is  2.929 mm. Land surface in general is flat with variation here and there hilly with a maximum elevation 160 M above sea level. There are small rivers with slow flow and surrounded by thick bushes. 

Batam Economic Indicators (Batam Dalam Angka, 2008)

Indicator

Unit

2001

2002

2003

2004

2005

2006

2007

GDP

Rp. Trillion

16.29

18.2

19.85

22.16

25.9

29.22

33.02

Economic growth

%

6.49

7.18

7.28

7.46

7.65

7.47

7.51

Inflation rate

%

12.64

9.14

4.27

4.22

14.79

4.54

4.84

Economic Condition

Batam GDP always experiences growth each year. In 2007 its GDP reached Rp. 33,02 trillions, an increase of 13% from the previous year which reached Rp. 29,22 trillion. The city economic growth, national wise the highest, always at the position above 7% in the last six years. Its inflation rate in 2007 (4,84%) slightly experienced an increase compared to the previous year at 4,54%. Detailed economic condition (GDP, economic growth rate and inflation rate) is presented in Table III.3 on the next page. 

Source: Batam In Figures, 2008


Kinerja PDAM Tirta Pakuan dan Adhya Tirta Batam

PERFORMANCE OF PDAM TIRTA PAKUAN AND ADHYA TIRTA BATAM

IV.1 Technical Aspect Performance 

Technical performance aspect includes these  indicators: level of water losses or NRW (non-revenue water), water quality supplied, flow continuity and water pressure at customer tap.  

IV.1.1. Level of Water Losses 

In general, the high level of water losses has become a serious concern in many PDAMs in Indonesia. This could be seen from the BPPSPAM data (2007) which shows the national average level of water losses in 2007 that reached 39%, and  experienced a slight increase compared to the year 2006 which was 38,61%. From this figure, the level of water losses experienced by PDAM Tirta Pakuan as well as ATB are certainly still much better. As presented in Figure IV.1, in the last ten years (1998 – 2007), the level of water losses in both companies have never exceeded national average in 2006 and  2007.
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Figure IV.1. Level of Water Losses PDAM Tirta Pakuan vs ATB

(Source: PDAM Tirta Pakuan and ATB)

It should be studied from the graphic in Figure IV.1, there are differences in trend of level of water losses in PDAM Tirta Pakuan and ATB. PDAM Tirta Pakuan shows a stable level of about 29,7% – 31,7%, whereas ATB even though it is fluctuating,  shows the tendency to  decrease . In general, the differences of tendency could possibly occur because of the dis-similarity of NRW characteristics in both companies. From the information obtained, it is known that the NRW which is contributed to illegal connection is very dominant in ATB. Whilst, in PDAM Tirta Pakuan, the biggest sources of water losses are due to physical leakages or technical loss which could reach 70%. However, the management of PDAM Tirta Pakuan stated that they opted to maintain the losses with the view to ensure water continuity still flowing for full 24 hours with adequate water pressure.  

PDAM Tirta Pakuan policy above perhaps is relevant considering the option to reducing water pressure possibly will encourage efforts of excessive pumping of water from the main by the customers. If this happened, its negative impact certainly will become more complex, for example water losses will increase and contamination will occur due to excessive pumping by the customers. However, in general, a number of causes of high losses in term of technical loss in PDAM Tirta Pakuan is
:

· Still many old aged pipes, installed during the Dutch colonial era  (1918) and Colombo Plan (1975)

· Poor workmanship of contractors such as excavation carried out by others outside the PDAM that causes pipe leakages. 

· Leakages in distribution pipes and service pipe. 

· Bogor land topography. 

In view to address water losses technically, PDAM Tirta Pakuan decided to manage water pressure by installing PRVs (Pressure Reducer Valve) in areas of extreme pressure using double setting. The use of double setting aims to regulate certain pressure in accordance with the need.  As a note, it is possible that it will happen because of the city land topography which is hilly. 

However, the application of PRV also requires high cost, causing the PDAM Tirta Pakuan to decide to implement it in stages.  

The technical water losses in ATB is not too significant because its distribution system is relatively new compared to that of PDAM Tirta Pakuan. With respect to the illegal water connections in ATB which are very numerous in Batam,  ATB with the permission of Otorita Batam (OB), took the initiative to develop water kiosk program to serve the squatter housing areas known as RULI, by involving local community leaders. The program which was initiated since 2003 has been successful. In 2006, the ATB’s NRW has decreased to 26% level. The impact of the Water Kiosk Program is very significant in  2004 as the NRW reached the level of 25% after it had reached the highest level in 2002 and 2003.

	Box 4.

ATB Water Kiosk Program 

Not all of the Batam population could obtain good quality water, especially water produced by ATB. The local regulation (in accordance with the concession agreement) does not allow ATB to deliver water to squatter housing areas or illegal settlement RULI). This of course invites polemic because thousands of people living in RULI also need water as those other people living in legal settlement.  

Basically, the RULI residents have made the  effort to obtain water by collecting rain water (not always  only during the rainy season) or to buy water from water truck company with poor water quality. As a note, several residents stated that water purchase from the water truck are water from ditches which are abundantly found in Batam. As a consequence, there emerged many water thefts. The residents living in RULI make illegal connection or even damaging the ATB pipe line for the sake of getting water.  

These water thefts of course caused a loss to ATB because the total water losses (NRW) due to illegal connections certainly are not billed. Responding to this situation, ATB together with OB attempted to pursue the way out. Business interest to reduce  NRW is not the  only consideration. In view of  attaining equitable services, the need for  clean water for the RULI residents is also  one of the considerations, hence ATB and Otorita decided to build water kiosks near the RULI areas. These kiosks are handed over to a certain party for its management.  

There are at least two requirements in order to  manage the water kiosk, namely: firstly its institution should be a legal body, such as a cooperative or CV, so that the institution could become ATB customer. Secondly, the management of Water Kiosk must have the support of the RULI residents (usually the local community leader). In addition, these requirements are also aimed at  preventing conflict in the future and also at  ensuring  the RULI residents buy water from the Water Kiosks.   

Note: From various sources


IV.1.2  Raw Water Quality 

The Government Regulation or PP No. 16 Year 2005 on the Development of Water Supply System Provision or SPAM, in particular in Article 6, stipulated that water distributed to the consumers must meet quality standards based on the Minister of Health Regulations. Related to this issue, PDAM Tirta Pakuan as well as ATB claimed that the water produced has met the standard quality. However, the difference is, ATB refers to Minister of Health Decree No. 907/MENKES/SK/VII/2002 on requirements and supervision of drinking water quality, which so far  is known to apply stricter requirements and provision compared to WHO (standard for water quality in the developing countries).  

The survey involving 150 customers (samples) of PDAM Tirta Pakuan and ATB is carried out to obtain the perception of the customers of both companies on water quality they received. Relatively, Figure IV.2. showed comparison of perception of customer of PDAM Tirta Pakuan vs ATB on water quality, in term of odor (a) and taste (b).
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Figure  IV.2. Customer Water Quality Perception PDAM Tirta Pakuan vs ATB

From the graphic, ATB customers tend to be more satisfied with the water quality in term of odor, whereas customers of PDAM Tirta Pakuan more satisfied with taste. From almost 50% of customers (samples) of PDAM Tirta Pakuan still complaining about the water quality they received, especially the odor, almost 100% of the complaints reported are related to chlorine odor. More than 25% of the customers (samples) of ATB complained about water quality received (in term of taste), among others are turbidity, yellowish color, chlorine odor, silt, and sedimentation occurred when their bath tub was not drained out for three days. Most of the ATB and PDAM Tirta Pakuan customers also confessed that they did not know if water they consumed I was already of drinking water quality.   

In general, there are a number of factors that need to be explored with respect to the perception of PDAM Tirta Pakuan and ATB customers (survey samples). Most of the respondents stated that water odor and taste they received from each respective water supply system are odor and chlorine taste. This is actually a common condition because it is related to the chlorinization for disinfection purposes. In this case it is still required that the  chlorine residue in the main conforms  to an allowable level of 5 mg/liter based on Minister of Health Decree No. No. 907/2002.  For disinfection purposes hence the chlorine dosing is done in the reservoir. Thus, it is very proper if the customers in the service areas near the distribution network with the reservoir will receive water with adequate chlorine content reaching 5 mg/liter. This is the reason of odorous water received by the customers. However, it should be understood the chlorine odor/smell is  a sign that the water is free from microorganism. This study indicates that the understanding on water quality has not been fully  understood by the customers. 

IV.1.3.  Flow Continuity 

ATB stated that up to the present the water flow continuity for 24 hours a day only reached 90&% of the service areas. PDAM Tirta Pakuan reported that they delivered water to the customers for the full 24 hour a day. With regard the continuity, a survey was conducted covering 150 customers (samples) in  PDAM Tirta Pakuan and ATB to directly determine the customer perception of both water providers on water continuity to customer houses, with the result as shown in Figure IV.3.
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Figure IV.3. Water Flow Continuity (Customer Perception) of                                                   PDAM Tirta Pakuan vs ATB

From the graphic, there are more than 10% customers (samples) of PDAM Tirta Pakuan who felt that they have not been served the full 24 hours
. However, unlike  with ATB, no customers (samples) of PDAM felt that water flowed  less than 6 (six) hours.  With respect to this finding the PDAM confirmed that basically the customers are aware of the constraint in delivering 24 hours water because of the availability of raw water. Thus, PDAM strived to follow-up it by installing new transmission main in parallel to enhance the production capacity of the Dekeng WTP. This was carried out by taking into consideration when raw water is available and production capacity is attained, hence the service will be delivered for full 24 hours. 

Whereas, for ATB, there are 4% customers (samples) stating that water flowing to their houses is only less than 6 (six) hours each day
. In general, this finding is very reasonable because it has been reported earlier that water flow during full 24 hours in ATB just reaching 90% of the service area. With respect to the flow continuity, the management of ATB stated that water deficit is the main cause and this condition perhaps is no difference than that experienced by PDAM Tirta Pakuan. However, ATB stated that they have program for increasing its production capacity by constructing Phase III Duriangkang WTP with capacity of 500 liter/second
. With this additional capacity, not only flow continuity, but water pressure is also expected to be enhanced. 

IV.1.4.  Water Pressure at Customer Tap

There is relatively no significant problem with regard to the water pressure in the customer pipe, both in PDAM Tirta Pakuan as well as in ATB. This was revealed from the survey result with 150 samples in PDAM Tirta Pakuan and  ATB. As shown in Figure IV.4, more than 95% of respondents (samples) in both cities agreed that water pressure at the customer taps is adequate, even almost 70% of the customers of PDAM Tirta Pakuan stated that water pressure in their houses is more than adequate or high. In general, the adequate water pressure for the customers of PDAM Tirta Pakuan can be related to the strategy on addressing the technical losses conducted by  PDAM (this has been discussed in section on the level of water losses indicators). 
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Figure IV.4. Water Pressure (Customer Perception) of PDAM Tirta Pakuan vs ATB

To provide comparative illustration visually on the performance achievements of both water providers, this study used “spider diagram” approach in order to facilitate portraying the indicators at once. It needs to be understood that spider diagram proposes only to assist in giving an illustration, because the scale accorded to one indicator could not be compared with the scale of other indicator, for example level of water losses indicator (%) could not be compared with (%) of respondents who answered survey questionnaire. The followings are guideline in illustrating the spider diagram: 

· Highest score is 4 (1 – 5 scale), assuming that no one company of the object of the study will reach an ideal score of 5.

· Water continuity and pressure indicators – are answered by more respondents with “good” category, hence it is accorded the full score of 4 (1-5). For example: for supply continuity it is known that 87% of the respondents (samples) of company “X” answered that it flows for the full 24 hours, hence the performance of company “X” is given the score 4 (highest score)  – meanwhile only 77% of the respondents of company “Y” answered 24 hour day flow. Its calculation: it is known that company “X” score is 4, hence the score for company “Y” is (Y/X)*4 or  (77%/87%)*4 i.e. 3,54. It is reiterated again that the score 4 and 3,54 accorded to both companies only represent relative positions in the spider diagram and not the actual performance if compared with an ideal score. 

· With the same calculation as previously, the evaluation becomes the other way around, level of water losses indicator (the last year data), total complaints on water quality odor and taste-if the scores are lower hence the score given is full 4 (1-5).  

· The rules mentioned above shall be used for all spider diagrams in this chapter. 

Taking into account those considerations above, hence the full spider diagram for comparison of technical aspect performance is shown in Figure IV.5.


[image: image11]
Figure IV.5. Comparison of Technical Aspect Performance 

IV. 2  Performance on Customer Service Aspect 

The ‘service to customers’ aspect comprises the population served indicator, idle capacity, meter replacement, response  time for installing new connection, and customer satisfaction. 

IV.2.1. Population Served

In 2007, Bogor totals population 879.138
 persons, an increase of 174% from the last ten years, i.e. 1998 which totaled 506.381 persons. With active customers totaling 74.988 connections, in 2007 PDAM Tirta Pakuan baru service coverage only reached 46%
. This means that  more than half of the populations of Bogor have not yet been served by a piped water system through PDAM Tirta Pakuan. In addition, as shown in Figure IV.6, PDAM Tirta Pakuan service coverage tends to be stable in the range between 40% to less than 50%
. 
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Figure IV.6. Service Coverage of PDAM Tirta Pakuan vs ATB

Batam population in 2007 totaled 724.315 persons or an increase of more than twofold compared with the last ten years, that is in 1998 which just totaled 293.700 persons. Thus, population growth was very rapid compared to that of Bogor City for the same period. As shown in the graphic in Figure IV.6 on the previous page, ATB showed the tendency of positive service coverage growth because of rapid increase in the last six years after being stagnant during 1998 – 2001. From the data known that ATB customers have experienced increase of more than four times since the early years of concession. In 1998 the total ATB customers just reached 30.644 connections, Or the equivalent to 152.914 population served. In 2007 the active customers totaled 124.140 connections, making the ATB service coverage reached 86% or 619.459
 persons served.  

With respect to the stable figure of service coverage, PDAM Tirta Pakuan attempted to increasing it by adopting installment payment program for new connection, with a microcredit that can be paid by 24 month installments in collaboration with the Bank Perkreditan Rakyat (BPR). The initial connection fee is Rp. 1.2 million that can be paid 24 times, in which the estimated monthly payment is 50 thousand without interest. The department  also acted actively by opening up registration outlets in the locations where there are PDAM pipe networks. It is expected that by facilitating connection installation, the prospective customers will be motivated to become PDAM customers. PDAM Tirta Pakuan Kota Bogor also has special target on service coverage, that is 80%, as stipulated in Article 7 section 1 of the Local Regulation No. 4 Year 2008 on PDAM Tirta Pakuan Kota Bogor. In this regard, the profit of PDAM Tirta Pakuan which becomes the local revenue is transfered back to PDAM as local government equity. However there is no specific year to reaching the service coverage target of 80%. 

IV.2.2. Idle Capacity 

The City of Bogor has drinking water supply system since 1918 which was built by the Dutch Colonial Government through an institution called Gemeente Waterfeiding Buitenzorg which became the embryo of PDAM Tirta Pakuan. Water sources of PDAM Tirta Pakuan come from two main sources, namely spring water and surface water. The spring water sources utilized are located in three areas, spring water source Kota Batu (installed capacity of 70 liter/second), spring water source Bantar Kambing (installed capacity 170 liter/second) and spring water source Tangkil (installed capacity 170 liter/second). Surface water  is drawn from Cisadane, comprising CipakuWTP (installed capacity 240 lter/second) and Dekeng WTP (installed capacity 600 lter/second). In addition, PDAM Tirta Pakuan also has a reserved installation plant, i.e. Tegal Gundil WTP with a capacity of 20 liter/second.  Thus, the total production capacity of PDAM Tirta Pakuan is 1270 liter/second. As earlier discussed in Chapter III, in 2007 there is still idle capacity, but it is not too significant because it is less than 5% of the total capacity. 

Up to now, ATB has 7 (seven) water treatment plants located in 6 (six) areas of rained reservoir owned by OB, they are: Mukakuning WTP (capacity 310 liter.second), Sei Harapan WTP (capacity 210 liter/second), Sei Ladi (capacity  270 liter/second), Nongsa WTP (capacity 110 liter/second), Baloi WTP (capacity 60 liter/second), Tanjung Piayu WTP at the  Duriangkang Reservoir (capacity 375 liter/second), and Duriangkang WTP (capacity 1000 liter/second). Thus, the present total production capacity of ATB is 2.335 liter/second. ATB stated that there is no idle capacity because all of the WTPs are 100% full operation
. Hence, ATB is currently enhancing its production capacity by constructing Phase III of Duriangkang WTP with a capacity of 500 liter/second. The project started in May 2008 and it is expected to be completed in April 2009. When it is completed, then the total maximum production capacity of ATB will be 2.800 liter/second. Baloi WTP is still in operation during 2007, but with poor water quality, making it too costly because it requires large amount of chlorine for the disinfection process before delivering water to the distribution network. 

IV.2.3. Water Meter Replacement 

PDAM Tirta Pakuan has a special program to replacing periodically customer water meters. This is carried out by taking into consideration that in general for a customer water meter that is already 4 years old, its level of accuracy is already doubted. This is also referring to the age capacity of water meter stated in Law on Meteorology. From the data it is known that in 2007, the percentage of water meters replaced by PDAM Tirta Pakuan was 24,5% or 18.386 connections from the total 74.988 connections registered in that year. ATB also confirmed that they have water meter replacement programs periodically, i.e. once every 5 (five) years. From the available data, it is known that ATB has replaced more than 20.000 units of old meters and has installed about 35.000 units of new ones in the last three years (since 2005).

IV.2.4. Response  time to Install New Connections

PDAM Tirta Pakuan confirmed that they only needed 6 (six) working days to response to a request for a new connection, whereas ATB normally required 7 (seven) working days, but after all administrative obligations for requesting new connection  were completed by the prospective customer. To check directly, a survey was conducted involving 150 respondents of PDAM Tirta Pakuan and ATB. As presented in Figure IV.7, the result of the survey showed 55% of the respondents (samples) of PDAM Tirta Pakuan stated that the time needed to get a new connection I was less than one week, 6%  less than ATB which reached 61%. 
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Figure IV.7. New connection time PDAM Tirta Pakuan vs ATB

Note: 

It needs to be analyzed that the public perception resulting from the survey could not directly reflect the actual facts in the field. In this case, there are a number of strong reasons. For PDAM Tirta Pakuan, all respondents have been  customers for more than one year, five years, even 15 years. This means that their opinions expressed were based on their previous experience long before.  These opinions of course are no longer in line with the context at present. Also, same with ATB respondents, those living in real estate housing area and in land plots (land approved by OB to obtain land certificate). First, in cases if the customers (samples) are living in a housing complex, then automatically they would get ATB connection (already provided by the developer), so that they of course will answer less than one week time to get new connection from ATB. Second, for respondents living in a land plot, opinions expressed varied, because some  experienced  less than one week  and others more than one week.  The same problem is that their opinions are based on their previous experiences, hence it is no longer complies with the current condition. Thus, it could not be avoided that 10% of the samples chose not to answer. 

IV.2.5. Respond Time to Customer Complain 

From the data obtained it is known that PDAM Tirta Pakuan provided a number of facilities for the customers to report or submit their complains, namely Call Centre, SMS Centre, and website. Also the same with ATB, Call Center is made available. In general, PDAM Tirta Pakuan has a variety of customer facilities. To measure the  extent of personal responsiveness of both companies in responding to customer complains surveys with 150 respondents were carried in both cities. As shown in Figure IV.8 on the next page, the survey result showed that more than 50% of the ATB respondents expressed that ATB personnel are not responsive enough in responding to customer complains. This is very likely happened as customer satisfaction index of PDAM Tirta Pakuan is high on the service factor (this is  discussed in the section on satisfaction level performance indicator on the next page). 
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Figure IV.8. Complaint Response Time of PDAM Tirta Pakuan vs ATB

IV.2.6. Customer Satisfaction  

PDAM Tirta Pakuan has an online system that can be used to access data to measure its level of satisfaction. To obtain an independent assessment, in 2008, PDAM Tirta Pakuan collaborated with the local university, to conduct customer satisfaction survey. The factors reviewed: PDAM service to customers, skill of PDAM personnel, monthly water bill, PDAM communication with customers, and company performance as viewed from respondents perspective. The survey showed that customer satisfaction index of PDAM Tirta Pakuan is very high because it is at the level of very satisfactory. The factor of PDAM service received the highest satisfactory index. 

ATB has no database yet such as that of PDAM Tirta Pakuan to obtain information on the level of customer satisfaction. However, in 2007, ATB has collaborated with an independent survey institution, to measure ATB performance through  the eyes of its customers. The performance factors reviewed are: water quality, service provided by ATB, water usage calculation, price and payment procedure, and company reputation. Broadly, the subsequent order taken from the highest scores,  water quality, service provided by ATB, and water usage calculation emerged as factors of “high importance” to be given attention by ATB. In terms of performance, the respondents (samples) ATB placed water usage calculation as a factor with “weighted performance” higher compared to other factors such as water quality and service provided by ATB.
With a different assessment (evaluation) approach, this study has carried out a survey involving 150 respondents of PDAM Tirta Pakuan and ATB. The survey result showed more than 60% respondents of PDAM Tirta Pakuan expressing  satisfaction with the service they are receiving. This result is significantly than the  48% respondents (samples) only of ATB who expressed satisfaction with ATB service. However, as shown in Figure III.9 only small portion of PDAM Tirta Pakuan customers (9%) and ATB (12%) who said they are not satisfied with the service they received up to now. This figure is perhaps not too significant compared to the total respondents (samples) of  ATB (39%) who answered “so-and so” (adequate). Especially for the  PDAM Tirta Pakuan, the survey result carried out in this study showed a strongly fair correlation with the customer satisfaction survey that was carried out by PDAM in collaboration with the local university. 
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Figure IV.9. Level of Customer Satisfaction of PDAM Tirta Pakuan vs ATB

As a whole, from the six indicators of customer service  indicators discussed above, except for the number of population served indicator and indicators based on the survey result, two indicators, namely idle capacity performance and water meter replacement could not be easily compared. The whole performance of both companies on customer service aspect is presented in Figure IV.10.
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Figure IV.10. Comparison of Performance of Customer Service Aspect  

With the same guideline adopted for  the previous spider diagram (technical aspect performance), for the number of population served indicator (data year 2007), customer complaint response time, new connection installation time, and customer satisfaction-if the performance is better, it will receive score 4, whereas idle capacity indicator and meter replacement are given the same score of 4. 

IV.3     Financial Aspect Performance 

Financial performance aspect indicators comprise: operational cost ratio, capacity to pay debt due ratio, short term debt payment ratio,  cost recovery, rate of return of net asset ratio, operational cost per M3 water sold, personnel cost ratio, energy cost ratio, average water price per M3, and period of billing/account receivable. 

IV.3.1. Operational Cost Ratio

Operational cost ratio is a comparison between revenue and operational cost (not including  interest and debt). From the data obtained, it emerges  that the PDAM Tirta Pakuan and ATB operational cost ratios during 2003 – 2007 showed a downward turn. This means that operational cost ratio of both companies experienced a significant increase compared to revenue gain. Its comparison is shown in Figure IV.11.
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Figure IV.11. Operational Cost Ratio of PDAM Tirta Pakuan vs ATB

From the graphic above that there is a wide discrepancy in operation cost ratio between the two companies. But, although the magnitude is different, in that the  ATB operation cost ratio is higher,  in both cases the ratio showed more than one (>1) indicated that both companies basically always able to gained profit each yearly
. In addition, one  should be cautious because the revenues and operational costs of both companies  are not comparable. For example, from the data obtained, it is known that the total ATB revenue in 2007 was  Rp. 201,77 billion, or 250% higher than the total revenue booked by PDAM Tirta Pakuan in the same year, i.e. Rp. 78, 65 billion. Thus, an important point that needs to be stressed here is that both companies basically always showed better revenue performance every year. Figure IV.12 on next page presents comparison between revenue and operational cost of both companies in the last five years. From the figure, although not significant, it is seen that both operational cost as well as revenue of both companies showed an increasing trend in the last five years. Especially the operational cost (see Figure  IV.13), it is known general and administrative costs are business direct cost components of PDAM Tirta Pakuan which experienced a significant increase in the last 10 years, followed by transmission and distribution and treatment costs.  
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Figure IV.12. Revenue and Operational Cost of PDAM Tirta Pakuan vs ATB

(Source: PDAM Tirta Pakuan dan ATB)
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Figure IV.13. Direct Cost Components of PDAM Tirta Pakuan

(Source: PDAM Tirta Pakuan)

From Figure IV.13, in 1998, general and administrative costs of PDAM Tirta Pakuan was only about Rp. 6,47 billion, however in 2007 it has rose more than 4 times to become more than Rp. 27 billion or about 42,75% pf the total business direct costs. Also, with the transmission and distribution costs which in 1999 was only about Rp. 3,58 billion, in 2007 it also has increased more than 4 (four) to become Rp. 14,58 billion or about 22,97% of the total business direct costs.  

For the treatment cost, in 1998, which was only about  Rp. 1,93 billion has rapidly increased more than 5 (five) times to become Rp. 10,81 billion in 2007 or about 17,03% of the total business direct costs in the same year. The management of  PDAM Tirta Pakuan stated that the increase was due to inflation causing increases  of prices of goods and services in the last 10 years. 

With a more detailed cost structure, based on ATB annual report to Otorita Batam it was known that electricity cost was an operational direct cost component experiencing  a very significant increase. As shown in Figure  III. 14, on next page, when in 1998 ATB electricity cost was only about Rp. 3,2 billion, then in 2006 it increased to become Rp. 38,15 billion or about 43,55% of the total operational direct cost. Although the electricity cost was not significant, chemical costs also experienced an increase. Also, direct costs for salary and employee benefits. If in 1998, salary direct costs and employee benefits were only Rp. 2,14 billion then in 2006 have became Rp. 8,42 billion  or an increase of almost 400%. 
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Figure IV.14. Direct Operational Cost Components of ATB

(Source: ATB)

ATB operation costs also consist of general and administrative costs. As shown in Figure IV.15, salary and personnel benefit components (outside the salary and employee benefits) have also experienced increase in the last four years. Based on data year 2006, it is known that the salary and benefits components took a portion of about 35,18% of the total general and administrative costs, whereas the management about 21,91%. 
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Figure IV.15. ATB General Administrative Costs Component 

(Source: ATB)

IV.3.2. Personnel Cost Ratio 

Personnel cost ratio is a comparison between annual personnel cost allocated and business operational cost. From the data it is known that the proportion of personnel allocated expenditure of PDAM Tirta Pakuan during the last five years always at 30% of the business cost. ATB (see Figure IV.16 on next page), has allocated personnel cost less than the maximum proportion of 20% of the total operational cost. However, this does not always mean nominally, ATB spent less on personnel cost, because as shown in Figure  IV.17 on next page, the total ATB personnel cost is higher than that of PDAM Tirta Pakuan. Thus, its small proportion of ATB personnel cost is because of ATB higher operational cost.
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Figure IV.16. Personnel Cost Ratio PDAM Tirta Pakuan vs ATB
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Figure IV.17. Personnel Cost PDAM Tirta Pakuan vs ATB

(Source: PDAM Tirta Pakuan and ATB)

IV.3.3.  Energy Cost Ratio  

The energy cost ratio is a comparison between annual energy cost allocated and operational costs. During the period 2003 – 2007, ATB energy cost ratio was always higher than that of PDAM Tirta Pakuan. In 2007, for example, the PDAM Tirta Pakuan energy cost ratio was only 4%, whereas ATB almost 7 (seven) times, i.e. reaching 27%. To provide a complete picture, Figure IV.18 shows comparison of energy cost ratio of both companies for the period 2003 – 2007.
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Figure  IV.18. Energy Cost Ratio PDAM Tirta Pakuan vs ATB

However, unlike the previous personnel cost ratio, the high ATB energy cost ratio compared to PDAM Tirta Pakuan was also valid for the nominal value. As shown in Figure IV.19, the energy cost nominal value is far higher than that of  PDAM Tirta Pakuan. For example, from the available data, it is known that in 2009 ATB energy cost was Rp. 38,8 billion, whereas PDAM Tirta Pakuan was only Rp. 1,85 billion, a difference of almost 15 times. 
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Figure IV.19. Energy Cost  PDAM Tirta Pakuan vs ATB

(Source: PDAM Tirta Pakuan and ATB)

Related to the high energy cost ratio of ATB, it is known that the electricity cost took a large portion of its business direct costs which reached 43,55%. In general, the natural condition has helped PDAM Tirta Pakuan keeping its energy cost down. From the data obtained it is known that the land slope of the City of Bogor ranges between 0–15% and some areas have a land slope between 15–30%. Because of its hilly topographic condition, it become very favorable for PDAM Tirta Pakuan to utilize maximum gravitational flow in its distribution network. The condition is different in Batam where ATB needs a pumping system for its distribution system. 

IV.3.4.  Capacity of Debt Payment due Ratio  

As shown in Figure IV.20, ATB seemed always to be able pay its company debt due, because its profit company debt obligations (principal and interest) ratio is higher than 1 (one). For PDAM Tirta Pakuan, the same indicator,  could not reach  more than 1 (one) in the years before 2005. In the last 3 (three) years, the capacity of debt payment due ratios of both companies have a similar trend, but this could not be taken to mean that the two companies have the same total revenue and debt obligations (principal and interest). 
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Figure IV.20. Capacity of Debt Payment due Ratio  

PDAM Tirta Pakuan vs ATB 

As  with the previous indicator, profits and obligations of both companies are not directly comparable. Hence, the  important point is the  good financial performance of both companies to meet their  debt obligations. From the data obtained, it could be reported that it will be difficult  to compare nominally the profits of both companies, because beside being affected by operational costs which have different characteristics (ATB budget items are  more varied), company business scales are also not comparable. As already discussed in Chapter II, based on data year 2007, PDAM Tirta Pakuan managed 74.988 customer connections with ratios of 95% domestic customers and 5% industrial customers. This total is not comparable to ATB which in 2008 has managed 136.065 customer connections consisting of 88% domestic customers and 12% industrial costumers which of course contributed significantly to ATB revenue. In this case, the characteristics of industrial customers in both cities are  unique, because as it is known Batam is a special center developed for industries, starting from light manufacturing to heavy industries. ATB is also serving many special customers, such as sea and air-ports compared to Bogor. Thus, as shown in Figure IV.21, it makes sense if there is wide difference between the total profits gained by ATB compared to PDAM Tirta Pakuan. 
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Figure 0.21. Profit and Principal Installments and Interest due                                    PDAM Tirta Pakuan vs ATB

(Source: PDAM Tirta Pakuan and ATB)

IV.3.5. Short Term Debt Payment Ratio

Short term debt payment ratio reflects the level of capacity of a company to make short term debt payment, by comparing current asset value with current obligations. Except in 2007, in the last four years, PDAM Tirta Pakuan has no indicator, thus  showing  that the company has not the capacity to pay its short term debts.  This was revealed from the comparison of current asset owned by the company which less than 1 (one). Different conditions are  shown by ATB because its current asset ratio against its obligations is always more than 1 (one).  A more detailed picture of comparison of short term debt payment ratio of  PDAM Tirta Pakuan and ATB is presented in Figure  IV.22.
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Figure IV.22. Capacity of Short Term Debt Payment Ratio PDAM Tirta Pakuan vs ATB

It is seen that in the years after 2005, the capacity of debt payment due of both companies has similar trend, namely always increasing. But, this could be taken to mean that nominally, both companies have the same total revenue and debt obligations. As an example, from the data available, it is known that in 2007 in  ATB the ratio was 1:4,2. Detailed comparison on current asset and current obligations is shown in Figure IV.23 on next page. 
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Figure IV.23. Current Asset and Current Obligations of PDAM Tirta Pakuan vs ATB

(Source: PDAM Tirta Pakuan and ATB)

IV.3.6.  Rate of Return of Net Fixed Asset

Net fixed asset rate of return measures the level of company operation profit capacity to cover the fixed asset value. In general, the rate of return of net fixed asset ATB is seen to be higher than PDAM Tirta Pakuan, but as shown in Figure IV.24, the ratio figure between operational profit against fixed asset value of both companies together has never exceeded score 1 (one).  



[image: image30]
Figure IV.24. Rate of Return of Net Fixed Asset PDAM Tirta Pakuan vs ATB

Basically, ATB fixed asset value is indeed higher than  PDAM Tirta Pakuan, and as described in the previous performance indicators. The total operational profit of ATB is also far higher. The high fixed asset value of ATB is related to the infrastructure asset owned by ATB up to the present which can be seen from  its total production capacity. The operational profits gained by both companies of course are very much affected by tariff and water demand of the customers which is the basis of its revenue. More detailed picture of comparison of operational profit and fixed asset value of PDAM Tirta Pakuan and ATB is shown in Figure IV.25.  


[image: image31]
Figure IV.25. Operational Profit and Fixed Asset Value PDAM Tirta Pakuan vs ATB

(Source: PDAM Tirta Pakuan and ATB)

IV.3.7. Operational Cost per M3 of Water Sold  

The operational cost per M3 water sold of PDAM Tirta Pakuan in 2007 Rp. 1.314, is lower than ATB which reached Rp. 1.672. This means PDAM Tirta Pakuan needs lower costs to deliver water for each meter cubic.  However, this needs to be analyzed because there are many cost components which will determine the water price, for example, the  personnel and energy costs of ATB are  higher than in PDAM Tirta Pakuan. From this trend, the operational cost  per M3 of water sold of PDAM Tirta Pakuan during the period 2003 – 2007 continued to experienced an increase, whereas ATB is stagnant with maximum price of Rp. 1.717 in 2004 (see Figure IV.26). 
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Figure IV.26. Operational Cost per M3 of water sold PDAM Tirta Pakuan vs ATB


[image: image33]
Figure IV.27. Business Direct Costs and Billed Water PDAM Tirta Pakuan vs ATB

(Source:  PDAM Tirta Pakuan and ATB)

From the Figure IV.27 above, the growth of business direct costs of ATB has a similarity with the growth of billed water. This made the operational cost per M3 of water sold of ATB tend to remain stable in the last 5 (five) years.  Unlike ATB, in PDAM Tirta Pakuan, billed water tended to remain stable, the increase in fact occurred only on the business direct costs. If in 2003 it was still Rp. 14,3 billion, then in 2007 it has reached Rp. 32,4 billion, or an increase of more than twofold. 

IV.3.8.  Average Water Tariff per M3 

In general, the average water price per M3 of ATB is higher than PDAM Tirta Pakuan. The same trend also applies for the operational cost per M3 of water sold  discussed in the previous pages. In 2007, the average water price per M3 of ATB was Rp. 4.431, whereas PDAM Tirta Pakuan Rp. 2.767. However, as seen in Figure IV.28, PDAM Tirta Pakuan shows a significant increase in the last 5 (five) years, whereas ATB remains stable. The increase experienced by PDAM Tirta Pakuan has already been discussed earlier, it occurred because in the last five years there were three  tariff increases. 
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Figure IV.28. Average Water Tariff per M3 PDAM Tirta Pakuan vs ATB

IV.3.9.  Cost Recovery 

Operational revenue against operational costs (including loan interest and depreciation) ratio generated by PDAM Tirta Pakuan and ATB is always above the score 1 (one). This showed that the revenue generated by both companies is able to recover company operational costs spent, including debt obligations and depreciation. As shown in Figure IV.29, the cost recovery indicator of PDAM Tirta Pakuan showed a  tendency to  increase  in the last five years, but not  significantly range, whereas ATB’s ratio has the tendency to  decrease  within a narrower range.  
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Figure IV.29. Cost Recovery PDAM Tirta Pakuan vs ATB

If analyzed further, it is possible the ability to reach  cost recovery of PDAM Tirta Pakuan is directly affected by tariff adjustment which occurred three times in the last five years. This is of course contributed significantly on the company approach because tariff is a key component in an investment. On the other hand, unlike PDAM Tirta Pakuan, tariff adjustment has become a serious problem for ATB. If PDAM Tirta Pakuan found it relatively easier to obtain approval for its tariff increase, ATB just only received approval in 2007 for an increase of 20% after the last tariff increase in 2002 (effective in 2003). This means that ATB experienced no tariff increase for 5 years long. Figure IV.30 shows comparison of tariff increase of PDAM Tirta Pakuan and ATB.
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Figure IV.30. Tariff Adjustment PDAM Tirta Pakuan vs ATB

	Box 5.

PDAM Tirta Pakuan and ATB Tariff Adjustment

In the last 5 (five) years, PDAM Tirta Pakuan has conducted 3 (times) tariff adjustment, namely 70% in 2004, and 25% in 2006 and in 2007. The ease of tariff adjustment was made possible because Bogor Municipality has Local Regulation (Perda) which allows  PDAM Tirta Pakuan to make periodical tariff adjustment each year. Based on Perda,  PDAM Tirta Pakuan has a strong legal basis to propose tariff increases. In addition, the DPRD (Local Assembly) also has given its commitment that the processes of submission and approval of PDAM Tirta Pakuan tariff increases would not need special DPRD involvement. 

ATB faced a more complex and difficult situation. On one side, ATB is the recipient of the concession from Otorita Batam (Batam Authority) which also functions as a regulator. Whereas, on the other side, in the Batam Municipality there is also Government authority and politics at the local level, i.e. Municipal Government or Batam Pemko and the Local Assembly (DPRD). Normatively, based on the concession agreement, the tariff adjustment policy is under the jurisdiction of Otorita Batam. However, in order to accommodate the local existing regulation, every tariff increase proposal needs to be consulted also with the Pemko and DPRD, but its application is still under the jurisdiction of  Otorita Batam. This has made the ATB tariff approval develop into uncertainty. In the last case of tariff adjustment, for example, its tariff increase proposal itself actually had been submitted long before 2005, but  was approved in December 2007. 

Note: from various sources 


IV.3.10. Billing Period (Account Receivable) 

In 2007, PDAM Tirta Pakuan needed 46 days to make the billing, or 14 days much faster than ATB. However, the achievement experienced a downward trend because in the two previous years it was able to attain 35 days and 29 days. In ATB the billing tends to become longer in the last five years
.
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Figure IV.31. Billing Period PDAM Tirta Pakuan vs ATB

With the same technique  as per  the previous spider diagram (technical and customer service aspects), Figure IV.32 presents a comparison of the financial  performance of PDAM Tirta Pakuan and ATB. The data used is from year  2007, for operational cost ratio indicator, the capacity of debt payment due ratio, short term debt payment ratio, cost recovery, net asset value rate of return-higher indicator. Each value receives the score 4 (1 – 5 scale). For operational cost per M3 of water sold, personnel cost ratio, energy cost ratio, average water price air per M3, billing period – lower performance value will get the score 4 (1 – 5 scale).
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Figure IV.32. Comparison of Financial Aspect Indicators 
IV.4  Business Management Aspect 

I As described  earlier,  PDAM Tirta Pakuan is a Regionally Owned Water Works Enterprise (ROE or BUMD) which is  fully owned by the Bogor Local Government, whereas ATB is a private consortium which was specially formed to manage the concession for  drinking water service provision in Batam. AT the outset, ATB was a consortium which comprised of  Biwater International Ltd., PT. Bangun Cipta Kontraktor (BCK) and PT. Syabata Cemerlang with respective share ownership of 45%, 45 % and  10%. IN 2001, PT. Syabata Cemerlang sold its shares and in the same year Biwater International was acquired by Cascal BV from UK, a subsidiary company of Biwater International. This has changed the share ownership composition to become more balanced, that is 50% of shares are owned by PT. BCK and 50% by Cascal BV. The balanced share ownership is reflected in the composition of the Board of Directors, namely two executive members from Biwater and the other two from BCK.

As described earlier,  the business management aspect in this study is more focused on the implementation of GCG (good corporate governance) in both companies which are the object of this study.  From the interviews conducted it can said that both companies, both PDAM Tirta Pakuan as well as ATB have implemented the principles of GCG in its business management. PDAM Tirta Pakuan is always endeavoring to undertake efforts in improving its organizational effectiveness by refining its organization structure and related aspects, covering job descriptions and responsibilities (job description) and job specifications and job qualifications for each position in the organization. The management of PDAM Tirta Pakuan also is striving to provide in stages its operational guidelines which are required for each work unit in the company. These efforts have been successfully as is demonstrated  by the award of ISO certificate ISO 1991-2000
. 

From the interviews with the management it was also revealed that in the reporting system, PDAM Tirta Pakuan does not yet have  a good  documentation reporting system. The PDAM Tirta Pakuan stated that during all this time the report prepared is its Accountability Report (Annual Report)   submitted every year to the Mayor as the owner. However, as stipulated in the Local Regulation, PDAM Tirta Pakuan also submits quarterly reports, and in general this mechanism is already proceeding well. In the case of transparency, PDAM Tirta Pakuan stated that up to the present they had had  no intention to disclose it to the public, because there are many sensitive issues and it is alleged that it would be used by other parties to expose PDAM wrong-doings. The management of PDAM Tirta Pakuan felt that if other parties look for such  wrong-doings and expose them  to the public, then PDAM will have difficulties in making clarifications. Basically,  PDAM Tirta Pakuan admitted their readiness to implement the transparency principle to the public, and henceforward,  invites the public who wishes to access the PDAM reports.  

In general, both PDAM Tirta Pakuan as well as ATB has planning, supervision and controlling systems which are in already functioning well. But, ATB wishes to clarify that contrary   to outside opinions held during all this time that ATB as a private company was not governed and controlled by regulation, in fact   ATB felt that it was   subject to control mechanisms.
. 

In good corporate governance, ATB stated that the projects they undertake are always implemented through an open competitive bidding. ATB also stated that the Board of Directors is given a broad mandate from its shareholders, especially in taking decisions. Thus, the management of ATB is relatively independent from the possibilities of intervention from outside the context of good business management. Also with the reporting, ATB wishes to clarify that they basically have  been transparent, but still limited to Otorita Batam. This should be viewed as reasonable because in accordance with the concession agreement ATB is responsible to Otorita Batam only. But, ATB is also aware of the present  debates which is very time consuming on the tariff adjustment proposal. In this case, Otorita Batam has prepared a Memorandum of Understanding with the Batam Municipality so that in principle the Municipality  is on the same level as Otorita Batam as a regulator to supervise each activity of ATB. ATB itself stated that basically they are not too concerned with this issue. In its relation with the customer, ATB stated that at present they are planning to establish a customer communication forum.  

IV. 5.  Human Resources Aspect 

 The  human resources aspect is viewed from two perspectives, namely staff/1000 connection and employee productivity measured from the volume of water sold (M3). In 2007, the staff/1000 connection ratio of PDAM Tirta Pakuan was 6,59, already lower than ten years ago that reached 7,99
. The figure 6,59 perhaps is already ideal, but the ratio attained by ATB is much lower, i.e. 2,93 or has decreased almost twice from the year 1998 which reached 5,78. Figure  IV.33 presents the comparison of staff/1000 connection ratio of PDAM Tirta Pakuan vs ATB, whereas Figure IV.33 shows the productivity indicator. 
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Figure IV.33. Staff/1000 Connection Ratio PDAM Tirta Pakuan vs ATB

With regard to this fact, PDAM has provided its  explanation that the high staff/1000 connection ratio is due to PDAM still maintaining the use of outsourcing personnel. 

From the known available data,   the total outsourcing personnel of PDAM Tirta Pakuan in 2006 was 74 persons or about 15,7% of the total employee of 471 personnel. Unlike PDAM Tirta Pakuan, the management of ATB stated that they do not employ outsourcing personnel.  In fact, it was revealed that both companies together have policy not to use outsourcing personnel in carrying out meter reading. Both companies opted to use own human resources. 
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Figure 0.34. Staff Productivity PDAM Tirta Pakuan vs ATB

It is seen that staff productivity at ATB is very significantly  different from  that of PDAM Tirta Pakuan. But, this is actually acceptable because the real water volume sold at ATB is more in accordance with the total   number of  customers compared with the PDAM Tirta Pakuan. This indicator is significant because from the total staff, ATB is slightly less, on the other hand from the production side and sale, ATB is far higher. 

IV. 6. Access of Water to the Poor Aspect 

Beside the Water Terminal and Public Hydrant (TAHU) regulated by the Local Regulation, in general it could be said that PDAM Tirta Pakuan has a special program to serve   low income households (MBR). This can be seen from the number of RA customer group in the tariff structure of  PDAM Tirta Pakuan as described on page 18 (Table III.2). 

The RA customer group pay the lower water tariff rate than RB customer group. With the assumption the RA customers is  on a par with “MBR”, hence based on  the latest data per year 2007, there were about 12,9% of “economically less able (low income) ” group served by PDAM Tirta Pakuan. This figure is obtained by assuming that one household consists of 5,family members (result of 150 customer survey), where of the total RA customers in that year totaled 11.396 direct connections and the total Bogor population in 2007 was 879.138 people. This figure is perhaps still far off compared with the total recipients of BLT (Cash Direct Assistance) or BKT program in 2006, numbering about 40.269 people.  

	Box 6.

Bogor Local Regulation No. 5 year 2006 

On PDAM Tirta Pakuan Drinking Water Service

Article  6 :

PDAM shall provide service for the general interest in accordance with its capacity comprising of: 

a. Provide fire hydrants in specific locations. 

b. Provide Water Terminal and Public Hydrant for the consumers who have no direct piped connection system and for the poor. 

c. Provide payment outlet that is easily reachable by the customer. 


This study also has carried out direct interviews with the RA customers of PDAM Tirta Pakuan to check the appropriateness as RA customers, and found that there are RA customers that are economically better off. With respect to this finding, PDAM Tirta Pakuan stated that to classify customer groupings the criteria stipulated in the local regulation on water service are  used. Broadly, that the groups RA, RB, and RC are determined by street and housing condition. For houses on the main road (protocol street), normal street, and alley would be different.  In addition, housing condition also affects classification. For big and small houses the classification would be different. For type 36 house with good layout, it would be classified into RB tariff rate, whereas for house along the alley and not well laid out will be classified into RA tariff rate.  

Broadly, prior to installing a new connection an inspection will be conducted to classify  the proper category of customer. The inspection is carried out by the technical supervision sub-division, under the sub-division of planning and supervision. PDAM also confirms that the process of re-inspection of customer classes is also regularly carried out. With the Ho To Ho (House to house) program, PDAM takes the initiative to make house visits to customers covering  the problems of water flow, installation condition, meter condition, leakage complaint, and so on. ” From this Ho to Ho activity, the PDAM personnel also  used at the same time to inspect the customer’s housing condition and  whether it had been upgraded, which served as the basis to make re-classification of customer category. The management of PDAM Tirta Pakuan stated that it is possible that there would a change/downgrading of the tariff group, for example from RB to RA. The consumers are also allowed to submit complaints and to recheck the tariff classification imposed on them.  

This study also found samples of low consumers group who have not become customers of PDAM Tirta Pakuan. The reference used is that they are the recipients of Cash Direct Assistance program  known as BLT (Bantuan Langsung Tunai), and admitted that their monthly income is around Rp. 250 thousand to Rp. 750 thousand. They generally have wanted to become PDAM customer,s but were constrained by the cost of installation of new connections. Although, they stated their capability if given the opportunity to pay connection fee in installments.  

Unlike PDAM Tirta Pakuan, ATB stated that they have no special program for serving MBR
. Although, in the ATB tariff structure there are already customer groups that pay subsidized tariffs, implementation in the field could not guarantee that the recipients of subsidy are those who are entitled to  it. This customer group is included as low cost category totaling about 11.616 direct connections or 9,73% of the total customers in 2006 which totaled 119.348 direct connections
. With the assumption that 1 (one) household is occupied by 4,99 persons (this assumption has been discussed in the section on performance indicator of populations served), hence the low cost customer is equivalent to 57.964 persons or 8,11% of the total Batam population in 2006 which reached 713,960
 persons. 

This study found that in the field there many low cost tariff customers who were  not  entitled to the subsidized tariff because they are relatively economically better off. On the other hand, among those who should be classified as low cost customers, in actual fact those groups were  included in the domestic customer category who must pay full tariff. In  this regard, the ATB management stated that the criterion  of low cost is defined as the customer having a type 21 house with un-plastered walls. In its development, if they are already better off economically, they would  for sure upgrade and improve their housing facility. Thus, if this study found housing that had  been upgraded but  its water tariff I was still low cost, then it is possible that  the ATB was not aware of the anomaly because it  is not in the position to make inspection house per house, or if it is detected but the customers are not willing to be re-classified into the domestic customer group then they are still  treated as from a poor household. Based on this experience, ATB stated that there are about 7000 low cost customers who, with self-awareness, admitted that they were  not belonging to the low cost customer category.  

Water Kiosks: NRW Reduction vs Equitable Distribution of Service 

ATB has a Water Kiosk program, which  aims to reduce  NRW which is contributed to by illegal connections. The wide spread of illegal connections in Batam is because not all of the population obtain water from ATB. The local regulation prohibits ATB to deliver water to illegal settlements (RULI)
. Thus, upon approval by OB, ATB took the initiative to develop Water Kiosks since 2003. However, aside from the policy  of serving the poor though Water Kiosks, in general the Water Kiosks have  helped those living in the squatter area (RULI). 

Interviews with a number of squatters served by ATB Water Kiosks showed that these squatters admitted that they are happy with the presence of Water Kiosks, even though they must pay Rp. 5000 to Rp. 6000 for one drum (200 liter) of water. The reason was that with the Water Kiosk they at least could get two advantages at the same time, First, by Water Kiosks, they could get water with better quality than from the water truck company. Second, water price from the kiosk is much cheaper because before they must pay higher price for water supplied by water truck company, that is Rp. 7000 to Rp. 8000 for each drum of water. 

	Box 7.

ATB Water Kiosk Management System 


[image: image41.emf]Kios Air

Tanggungjawab 

ATB

Tanggungjawab pengelola Kios Air

Meter Induk ATB

Tarif progressif 

lowcost 

(> 40 M3 Rp. 3000)

Tarif flat

Rp. 5000 –6000 per Drum (216 L)


 


With regard to  tariff affordability, this study has conducted a survey of  150 customers of PDAM Tirta Pakuan dan ATB to measure the proportion of monthly water bills against the total monthly incomes. Its normative reference in accordance with the MOHA Regulation No. 23/2006, is that the principle of affordability requires that  the monthly expenditure for meeting the basic need of water should not exceeding 4% of the total monthly income. Thus, as a preliminary information, this survey  asked for the average monthly income of the customers as shown in Figure IV.35 on next page.  
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Figure 0.35. Customer Monthly Income PDAM Tirta Pakuan vs ATB

The customers (samples)  were also asked to provide information on the total water billing PDAM/ATB which they paid  each month. In general, the survey result showed that the average PDAM Tirta Pakuan customer allocated 8.8% of their monthly income to pay the water bill, whereas ATB customers only 3.8% of the total income. Referring to the Minister of Home Affairs Regulation  No. 23/2006, hence relatively only the ATB customers that have met the principle of affordability, because their water expenditure is less than 4% of their monthly income.  

At least, there are two issues that could be used to explain the fact of the difference of water expenditures in both cities. First, ATB average monthly water consumption is 24 M3, or slightly more than 5 M3 more than  the PDAM Tirta Pakuan customers. Second, the average monthly customer of income ATB is higher than that of PDAM Tirta Pakuan. It is known that 33,3% respondents (samples) of PDAM Tirta Pakuan customers  reported that their income is less than Rp. 1 million, whereas ASTB customer’s income with the same monthly income is only 6,9%. 

Both sets of information above indicate that ATB customers relatively are better off economically, but it could also mean that they are more discreet in using water compared to the customers of PDAM Tirta Pakuan. The issue of water saving actually could be understood because as discussed in earlier pages, the average  household of PDAM Tirta Pakuan customers is occupied by 5,42 persons, more than ATB customer which is only 4,99 persons.  

However, it needs to be explored further because this study found that poor household housing in Bogor, is  usually occupied by more than one family, which is served by one meter only. This condition, of course, will have an impact as  water consumption in the household becomes higher than the common normal household, in which the customer will be charged with progressive tariff. It should be known also that the progressive tariff issue  also prevails in Batam, which uses ATB Water Kiosks. Although, the tariff rate charged to users is a low cost tariff, because using one meter system, the residents must pay the higher tariff (> 40 M3) as a consequence of collective consumption using one meter (see illustration in Box on page 67). 

Review Kinerja Dengan Atau Tanpa Implementasi KPS

REVIEW OF PERFORMANCE WITH OR WITHOUT PPP IMPLEMENTATION 

In the context of the concept, concession cooperation is viewed as able to incorporate all the benefits offered by the PPP schemes, such as management contract, lease and BOT (build-operate-transfer). It  has been discussed in Chapter II, the review of drinking water undertaking performance with or without PPP. I In this study it uses considerations that become the bases in rationalizing the application of PPP schemes in the management of drinking water infrastructure, by broadening the review away from  the likely mooted negative aspects as an effect of the involvement of the private sector. 

V.1.   Expansion of Service Coverage 

Government claims that there is not enough budgets to finance the drinking water infrastructure have given a strong reason for the selection of concessions as a means to involving the private sector. The initiative to involve the private sector investment has become  a necessity  pursuant to the pressure to achieve the Millennium Development Goals (MDGs), especially the ten targets that set forth to reducing by half   by year 2015, the proportion of world population that have no access to drinking water service in a safe and sustainable manner. 

Concession contracting becomes the option that is most promising considering that only this scheme offers development investment for the production system and  also the distribution system. Its relevance is that the concession is unlike a management contract that will never involve private investment or a lease that perhaps only provides renewal of facilities but not for expanding the existing system (Hall and Lobina, 2002). BOT has a close link  with concessions. Besides having the same long duration, BOT also is able to mobilize private investment in large scale. However, as stated by Budds and McGranahan (2003), the implementation of BOT is more focus on greenfield projects such as treatment plants and flow reservoirs.  

The above description indicates that only concessions are  able to combine the two basic approaches in selecting the PPP schemes that were  described by  Abdel-Aziz (2007): finance-based approach to meet the financing need and service-based approach to optimizing efficiency improvement in the service delivery. 

Does PPP Expand Service? 

In 2007, ATB service coverage has reached 86%. This level is equivalent to serving 619.459 people. Note: ATB has clarified this figure of 86% by stating that the real coverage in the field is 94% - 95% by including the people served by Water Kiosks and the presence of dormitory that is occupied by about 80.000 persons and only being served by two water connections in the Batamindo Industrial area. 

However, aside from the real “coverage percentage” discussion, , the ATB achievement seems in contrast to  the achievement of service coverage of PDAM Tirta Pakuan in the same year which is only 46%. This figure is equivalent to serving 406.435 persons. As shown in Figure V.1, in year  1998 to 2001, the total customers of PDAM Tirta Pakuan is larger than ATB. But, after those years, while the growth of PDAM Tirta Pakuan tends to move slowly, in contrast,  the ATB grew rapidly.  
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Figure V.1. Customer Growth PDAM Tirta Pakuan vs ATB

The discrepancy of performance indicators of total population served between the PDAM Tirta Pakuan and ATB actually could be explained from its historical investment, starting from the history that the City of Bogor basically has a water supply system since 1918. The system which was built by the Dutch Colonial Government, by the name Gemente Waterleiding Buitenzorg, utilized spring water source Kota Batu with a capacity of 70 liter/second. In years 1930 – 1950, its capacity was augmented at 30 liter/second by Ciburial spring water source owned by PDAM DKI Jakarta. The subsequent investment history saw  in 1967, that the Ministry of Public Works planned to install additional capacity from the Bantar Kambing spring water source through Cipaku Reservoir. However, investment required for transmission main was very high, hence the Central Government applied for foreign aid.  

In 1970 the government managed to obtain a grant from the Australian Government, through the Colombo Plan. In addition to the piping and its accessories, the grant also included a feasibility study, planning and supervision. In 1983 PDAM Kota Bogor initiated a cooperation with one of Dutch companies, NV. PWN – which gave aid in the form of equipments for piping and a meter workshop which later significantly contributed to the reduction of NRW of PDAM Tirta Pakuan. In 1988 PDAM Tirta Pakuan successfully augmented its production capacity of 120 liter/second, by constructing WTP utilizing raw water from the Cisadane River at a cost of Rp. 12 billion (not included cost of land acquisition). The fund for the work is taken from PDAM savings, which it was able to set aside from the water bills during the period of 10 years. 

In 1994, PDAM Tirta Pakuan constructed a WTP with a capacity of 60 liter/second by using raw water from Cisadane River. The investment was drawn from  its own capital at Rp. 904 million. The result was, in 1996, the total number of customer  reached 7000 connections with NRW reaching 50 %. As a note that the high level of water losses is caused by poor quality customer service pipe (before the meter) and the old  distribution pipes. In the subsequent years, a longer time was needed to realize the next investment.  In 2007 (PKP – DPU, 2008), PDAM expanded its distribution network and other supporting facilities through an Integrated Urban Infrastructure Development or P3KT, in the form of water intake with a capacity of 2000 liter/second, WTP, with a maximum capacity of 600 liter/second, and a reservoir and transmission and distribution mains. 

	Box 8.

History of PDAM Tirta Pakuan

1918

Gemente Waterleiding Buitenzorg [70 L/det]

1930 - 1950

Additional capacity of 30 liter/second

1967

Ministry of Public Works planned to increase additional capacity by investing on transmission pipe but its investment was too big (foreign aid was pursued). 

1970

Obtained grant from the Australian Government through Colombo Plan – piping equipments and its accessories, including feasibility study, planning and supervision. 

1983

Collaborated with a Dutch water company, NV. PWN [received a set of equipment in the form of piping equipments and meter workshop which later contributed to reducing the NRW}

1988

PDAM managed to augment capacity by 120 liter/second, at a cost of Rp. 12 billion (not including cost for land acquisition), the fund was drawn from PDAM saving that was set aside from the water billings during the 10 year period. 

1994

PDAM add another 60 liter/second, with fund taken from its own capital at a cost of  Rp. 904 million. 

1996

Total customers reached 7000 SL connection, NRW 50 %

2007

PDAM augment its distribution and other facilities through Integrated Urban Infrastructure Development Project or P3KT, in-take with a capacity up to 2000 liter/second and WTP with max capacity of 600 liter/second, and reservoir and transmission and distribution mains. 




From the brief description above, the characteristics of water supply investment by  both water providers could not be said a typical history. ATB had a shorter history compared to  PDAM Tirta Pakuan which was almost a century old if considered it was first built since 1918 ( various versions of the story of  PDAM Tirta Pakuan always started from that date). Far before ATB was involved, the drinking water service of Batam City has been managed by Otorita Batam (OB) since 1978, by building and maintaining storage reservoirs. This must be undertaken because the Batam Island indeed has no reliable water sources such as PDAM Tirta Pakuan in Bogor.

ATB just started to operate fully in Batam since 1995 (the initiation process to the signing of concession contract proceeded between 1993 – 1995). 

In the early years of the concession, ATB was required to provide a drinking water supply system at least similar to the water supply system in the neighboring country, Singapore, with a  view to attracting investment to the region as an industrial center. ATB confirmed that in the early phases of implementation of the concession, the industrial customer group dominated the domestic customers with a ratio of 70:30. However, in the last several years the ratio drastically turned  the other way under  the real impact of population boom which is unnatural in Batam. If in 1995 the population of Batam just reached 196.080 persons, then per July 2008 the total population increased more than 300% or 791.608 people (OB, 2008). ATB reported that their actual total investments in 1996 – 1997 was Rp. 26,48 billion, with largest allocations on WTP refurbishment  , distribution mains and investment on new WTP. ATB investments in the subsequent years tend to fluctuate, but as shown in Figure V.2, ATB reported that their investments with respect to the concession up to 2006 has reached  Rp. 256 billion or Rp. 270 billion if year 2007 is included. 
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Figure V.2. ATB Total Invesment Year 1997 – 2006

(Source: ATB)

From the above discussion, it could be seen that ATB has shown the concession indeed able to improve service coverage. As a note, the ATB last report stated that the total customers in 2008 have already reached 141.311 connections.

Does PPP Mobilize Private Investment?

The indicator of population served shows that the service coverage in ATB has increased rapidly compared to the early years of concession. Since the start of the concession up to 2007, ATB has invested some Rp. 270 billion. From the information given, ATB always combined the financing sources from its own capital (equity) and debt. PDAM Tirta Pakuan itself actually also made investment in service expansion, but the total investment unlike that of ATB.  In this case, access to loans becomes very important, because ATB perhaps is seen as easier to obtain loan from the Bank whereas PDAM Tirta Pakuan only just applied for a loan to the World Bank in the last few years. As an additional note that the approval of a  tariff increase in ATB in December 2007 had an impact on the increase of its revenue of about 20%, as a result ATB has a positive cash flow enabling it to obtain bank loan (ATB Annual Review Report, 2007). Thus, this study indicated that ATB indeed is able to mobilize private capital from loan sources
, but on  condition that the aspects making a project bankable are met
. 

Basically, the means to finance a project by mobilizing funds through loans could and has been undertaken also by the World Bank
. However, like ATB, PDAM Tirta Pakuan also needs to ensure that the project proposed is indeed feasible to be financed from loan fund. In this context the rate of return which is commonly expressed in term of IRR (internal rate of return) plays an important role. ATB investment, for example, has been guaranteed by an IRR of 26,5% in the concession agreement and this the reason that ATB projects, such as construction of  Duriangkang WTP became  “bankable” and could access Bank loan. 

Natural Competitor 

With regard to service expansion- this issue indeed is a very crucial problem related to the MDGs achievement-however the strategy changing the options of the people to access water for their daily consumption should also be given attention. This study finds that in PDAM Tirta Pakuan, most  people (in a  sample of 75 households) who  are not customers, are not interested in  becoming  customers due to the existence of alternative water sources.  Questions regarding main water sources that could be accessed during all this time have been answered properly by the survey respondents.  The result obtained shows that for daily meal preparation and drinking, the people of Batam find it  more convenient to use bottled water compared to treating water available in nature, such as from wells, . On the other hand, as shown in Figure V.3, more than half of the people (samples) in Bogor opted to use water sources from bore wells.  A small portion of the population that use bottled water is more motivated by practicality and energy saving compared to health considerations. It is also seen that 60% of non-customer samples in ATB prefer bottled water for drinking purposes. Even from the interviews, most of them also use bottled water for preparing meals. From the economic side, the trend of the people of Batam using bottled water is not too surprising because bottled water consumed is recycled water with a relatively  affordable price between  Rp. 3500 to Rp. 4000 per gallon.
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Figure V.3. Water Sources Used by Non-Customers of PDAM Tirta Pakuan vs ATB for Meal Preparation and Drinking

Also with the water  for meeting daily needs of members of households, such as bathing, washing and toilet, most of the respondents (samples) in Bogor also use bore wells as water sources with relatively good quality, unlike the shallow wells that are accessed by the people in Batam that have high level of turbidity-which is widely used because of there being no  alternative. 
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Figure V.4. Water Source Used by Non-Customers of PDAM Tirta Pakuan dan ATB for Bathing, Washing and Toilet 

Related to meeting the daily need of water for bathing and washing, those consumers who have not obtained water from ATB also buy water from the water truck company, selling water in drums. Those consumers stated that sources of water supplied by those truck are not clear, it could be from the OB’s reservoirs, and also some felt that the water is drawn from ditches. The respondents also were asked to give their opinion on the water sources they used such as illustrated in Figure V.3. Almost 100% of the consumers in Bogor who have not become PDAM customers were relatively satisfied with the water sources they received up to the present. On the other hand, more than 80% of the non-customers in Batam who live in illegal settlements are not yet satisfied with the water sources they are now receiving.  It has been discussed earlier that the quality of water sources is very poor due to  high turbidity. Figure V.5 presents people’s perception drawn from samples of non-customers of PDAM Tirta Pakuan and ATB about drinking water sources they received up to now. 
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Figure V.5. Satisfaction on Water Source Used by the Non-Customers of PDAM 

Tirta Pakuan and ATB

This study also conducted an in-depth interview by asking  the respondents about their wishes to receive water provided by PDAM Tirta Pakuan or ATB. The results obtained provide a clear warning  to the management of PDAM Tirta Pakuan that from 75 non-customer respondents interviewed, more than 70% expressed unwillingness to become PDAM customers. On the other hand, almost all of the respondents sampled  who have not become ATB customers, are, in general, longing for better quality of water supplied by ATB. Figure V.6 shows comparison for percentage of consumers and non-customers of PDAM Tirta Pakuan vs ATB who wish and are not willing to become customers. 
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Figure V.6. Wish List of Non-Customers PDAM Tirta Pakuan vs ATB 

Willing to be customer 

Thus, this study indicates that the challenge faced by PDAM Tirta Pakuan in expanding its service consists not only  of the constraint for accessing financial resources for investment, but also the need to promote innovation and a marketing strategy in order to be able to change the pattern of most of the people of Bogor, who are generally already satisfied with using their own water sources up to now. 

V. 2. Operational Efficiency 

Efficiency is one of important arguments that forms the basis for involvement of the private sector in the provision of drinking water service. This is generally based on the assumption that with technical expertise and managerial skill, the private sector could be better and more efficient than the public sector in delivering a  similar service. Related to this issue, this study found that I on a number of indicators, ATB perhaps is more efficient than PDAM Tirta Pakuan, but of course, this is debatable. 

As previously discussed, ATB  was able to reduce its level of water losses to 20% in 2006, lower than the average national level of 39%. The achievement was very rapid compared to during the early phase of the concession which reached more than 30%. This accomplishment was also due to the implementation of Water Kiosk Program, which at the outset aimed to reduce the NRW, but later it was also felt to have  its own intrinsic benefits because it is very helpful for the consumers living in the illegal settlements.  

From the economic point of view, the Water Kiosk Program has managed to reduce the total illegal connection and this  is known to have contributed significantly to reducing the NRW. Although, ATB also claimed that the program is also aimed at equitably delivering water to all consumers, including offering low cost price, in actual fact, ATB also profited considerably from applying the progressive tariff in this program, because  the users of water kiosks must pay Rp. 3000/M3 for consumption above 40 M33. This can be realized because the management of water kiosk collaborated with the local contractor/operator using one meter serving hundreds of consumers even thousand of consumers. 

Unlike ATB, the level of water losses in PDAM Tirta Pakuan is caused more by technical losses, such as pipe leakage, which is known already to be due to old age. However, the management of PDAM Tirta Pakuan in fact opted not to reduce level of water losses radically in order to maintain the service level at the customer side through adequate flow  . With this policy PDAM Tirta Pakuan could maintain flow continuity for a full 24 hours with adequate pressure at customer service pipes. Without setting aside the technical efforts of the  PDAM to reduce water losses, the policy indicated PDAM Tirta Pakuan giving more priority to the need of the customers. The whole production capacity in ATB is fully utilized with  no idle capacity. On the other hand in 2007, PDAM Tirta Pakuan still has idle capacity of 72,99 liter/second. However, this could not be classified as not efficient because its percentage is very small (6%) in relation  to the installed capacity of 1270 liter/second.

The ATB energy cost ratio indeed is higher than PDAM Tirta Pakuan, but this could not be avoided since naturally the PDAM Tirta Pakuan could utilize the gravitational flow for its distribution system. On the other hand for ATB, the electricity costs have almost used up half of the direct cost and this could not be avoided since its distribution flow system is dominated by using pumping which needs electricity . The high energy cost also made the operational cost of ATB  become higher which  ends up  causing  the operational performance indicator per M3 water sold seem to be higher than that of  PDAM Tirta Pakuan.

With 86% service coverage in 2007 serving 124.140 customer connections, ATB only employs 364 personnel. On the other hand in the same year, with service coverage almost halved, i.e. 46% or equivalent to 74.988 connections,  PDAM Tirta Pakuan need about 494 personnel. This figure is 35% more than the ATB. PDAM Tirta Pakuan clarified that the total employees include  outsourcing numbering more than 70 personnel in 2007, a figure which is not used according to ATB’s response . Based on staff per 1000 connection ratio, hence it must be acknowledged that ATB is more efficient than PDAM Tirta Pakuan.

V. 3.  Quality of Service 

The indicators of service quality show that there is no strong basis to relate the reasons for  adopting PPP mechanism in the management of infrastructure, This study indicates that individuals had lots of different ideas about what constitutes good quality serviceCustomer perception is very important because they will be evaluated for each item of service received. In actual fact, more customers of PDAM Tirta Pakuan  felt satisfied with the service they received compared to ATB. PDAM Tirta Pakuan showed that “perhaps” their decision to “maintain” NRW has had a  positive impact on other evaluated items, such as more of their customers who stated “satisfied” on indicator flow continuity and water pressure in their service pipe. But is good quality service only concerned with continuity and pressure? -the answer is of course not.  

PDAM Tirta Pakuan as a company formed as a public company, has two  functions.  At the same time,  it has been able to balance  economic interests to safeguard its business and in meeting its social obligations. AMPL Working Group (2008) wrote that it cannot be denied the achievement of PDAM Tirta Pakuan is because it has good relations with the people of Bogor.  PDAM Tirta Pakuan is able to communicate properly all of its activities and policies taken to the people, and in return, inputs, both as criticisms as well as suggestions,  could assist its success in  managing PDAM Tirta Pakuan. This communication strategy was introduced from the initiative of the Public Relations Team (PR) of PDAM Tirta Pakuan itself, with no outside help whatsoever. There are many examples of the successful accomplishments of  PDAM Tirta Pakuan in its communication strategy, one of which was related to the tariff issue. PDAM Tirta Pakuan implemented tariff increases continually in stages. Every year the maximum tariff of PDAM Tirta Pakuan experienced an increase of 25% (this could be made effective upon consultation first with the  DPRD). There were no protests from the customers on this tariff increase,  because the PDAM still maintains its service, such as high flow capacity and clear water, even though the tariff is increased. PDAM also conducted ‘socialization’ periodically to its customers on policies taken and regulations issued. Socialization activity carried out comprises various means; among others are  interactive dialogues through local radio, making announcements through printed media and local radio (if there is damage to the system and if there is a tariff adjustment), issuing pamphlets, customer satisfaction surveys, award giving to customers who pay on time (this activity is usually is held on the anniversary of PDAM in March/April) and joining the community meetings to meet local community leaders. PDAM Tirta Pakuan also has an open house program, making possible that  consumers see directly by themselves how they work. 

In addition, the level of customer complaint of PDAM Tirta Pakuan is also low. This is due to PDAM Tirta Pakuan always striving to provide a speedy response at the time the customers submit their complaints regarding unsatisfactory service. PDAM Tirta Pakuan Kota Bogor never stops  striving  to continually satisfy  its customers. For  providing optimum customer service, PDAM Kota Bogor has established a 24 hour call center, additional payment outlets, provision of an office space room for receiving complaints, and making a  website PDAM Tirta Pakuan that can be accessed so that  the customers could  calculate how much monthly bill they must pay.  

The service of PDAM Tirta Pakuan does not stop only at  the stage of providing clean water to the consumers. Presently, PDAM Kota Bogor carries out Prime Drinking Zone Program, locally known as ZAMP, which began since August 2004. ZAMP is a ready to drink water program (potable). ZAMP Program is made possible through joint financing between PDAM Tirta Pakuan, USAID (United State Agency for International Development), and  PERPAMSI (Indonesia Association of Water Works Enterprise). The fund thereafter was used to augment the distribution network and PCA (Post-Chlorination Analysis), that is, equipment for examining chlorine residues at the end of the network. Technical assistance in operating the ZAMP is provided by PERPAMSI. ZAMP has been tested in Pakuan area with 600 customers. Piped connections in the Pakuan area where the ZAMP programs are carried out was installed with chlorine measurement equipment which facilitates the PDAM personnel to examine whether the level of chlorine residue in the water is still at the allowable limit for safe direct consumption. 

PPP:  Facilitates Innovation?

There are also arguments that with the PPP mechanism, the Government could transfer several responsibilities and risks to facilitate  the implementation of innovation. However, as a member of the consortium with one of the holding companies is a trans-national company (TNC) with wide experience in the water business at global level, ATB should be more pro-active in communicating with its customers. This study reveals that up to year 2009, after more than 13 years managing concession of clean water in Batam, the management of ATB stated that they have only started  to plan to develop its communication with the customers. Lack of payment outlets should have been given serious attention since a long time ago. This needs to be criticized because the period of billing ATB is relatively longer than PDAM Tirta Pakuan which only need 48,85 days. ATB requires 61,54 days  a drastically deterioration  compared to the achievement in 2003 which had  reached 45,8 days.  

V.4. Water Tariff 

Several financial aspect performance indicators show that the ATB service is higher than PDAM Tirta Pakuan. In 2007, ATB operational cost per M3 of water sold was Rp. 1.672, higher than that of PDAM Tirta Pakuan, i.e. Rp. 1.314. But  only Rp. 358 difference needs to be studied in depth because of the uniqueness of each company in developing its operational costs. In ATB for example, the energy cost in the same year is 10 times higher than  the energy cost spent by PDAM Tirta Pakuan. However, ATB personnel cost  is higher than PDAM Tirta Pakuan, whilst at the same time ATB has smaller number of personnel, as shown by the staff per 1000 connection ratio. However, it could not be denied that the personnel productivity of ATB also is higher because of wider scale of its business which comprises  120 thousand customers, compared to PDAM Tirta Pakuan with total customers around 60% of that of ATB. ATB operational cost items also are more varied than PDAM Tirta Pakuan. Based on data year 2006 for example, the ATB operational costs could include general and administrative costs, such as  management fees (22%), legal and professional fees (6%) and directors and commissioners fees (7%).

Service or Profit Motive? 

Aside from the operational costs which are complex,  the motive of each company could be traced through tariffs charged to its users. In 2007, for example, ATB average tariff  per M3 was Rp. 4.431 whereas PDAM Tirta Pakuan was Rp. 2.767. By using the operational cost data per M3 water sold which has been mentioned previously, it can be seen how much profit gained by each company for every M3 of water sold. As illustrated in Figure V.7, it can be seen that profit motive is dominant in ATB with the profit proportion of 62% of the average price per M3, whereas in PDAM Tirta Pakuan 53%. 


[image: image49]
Figure V.7. Comparison of Average Tariff  PDAM Tirta Pakuan vs ATB
It should be  noted that the above average tariff is based on consumption of all customer groups starting from social, domestic, commercial to industrial and special customers. Thus, the average water price per M3 shown do not reflect the real tariff in the field. PDAM Tirta Pakuan classifies its customers into 4 (four) tariff groupings, namely group  I (general social), group II (special social), group III (household A, household B, household C, and government institutions) and group IV (small and large scale business) With this structure, the lowest tariff is charged to the customer general social group (Rp. 300/M3) and the highest to large scale business customer (Rp. 6.700/M3). 

With a progressive tariff system, the general social customers must pay Rp. 650 or more than twice that of the previous water consumption above 10 M3. Whereas, for large scale business customers, they will have to pay Rp. 9.000 M3 for consumption more than 10 M3. This study indicates that it almost can be made sure that most of the water consumption of the PDAM customers, especially those belonging to domestic customer group will be charged with highest tariff block of  (> 10 M3), because the survey result of 150 respondents (samples) it is known that the PDAM Tirta Pakuan on the average use 29 M3 of water each month. Thus, 19 M3 of the water consumed will be charged with progressive tariff. As shown in Table  V.1., the average water price per M3 which must be paid by RB customer of PDAM Tirta Pakuan for consumption of 29 M3 is Rp. 2.314. This condition is different with ATB which classifies its customers into 5 (five) tariff categories. With the assumption the average water consumption from survey result is 24 M3, then the average water price per M3 that must be paid by ATB domestic customer is  Rp. 1.792.

Table V.1. Comparison of Domestic Customer Tariff 

PDAM Tirta Pakuan vs ATB

	Consumption (M3)
	PDAM
	ATB
	29 M3/ Month
	Price (Rp.)
	24 M3/ Month
	Price (Rp.)

	0 - 10
	1,200
	1,400
	10
	12,000
	10
	14,000

	11 - 20
	2,900
	1,400
	10
	29,000
	10
	14,000

	21 - 30
	2,900
	3,750
	9
	26,100
	4
	15,000

	31 - 40
	2,900
	3,750
	0
	0
	0
	0

	> 40
	2,900
	6,000
	0
	0
	0
	0

	Total price
	
	
	
	67,100
	
	43,000

	Average tariff/M3
	
	2,314
	
	1,792


The tariff rate for RA customer group (PDAM Tirta Pakuan), is Rp. 950, higher than the local tariff (ATB), Rp. 650. ATB just applied the progressive tariff for the consumption > 30 M3, whereas that for PDAM was > 20 M3. Hence, if using the same assumption of monthly water consumption as   previously (29 M3), the PDAM’s RA customers will be charged a monthly tariff of  Rp. 1.605/M3, compared to the low cost ATB (assumed 24 M3/month) with a tariff rate of  Rp. 702/M3. 

Table V.2. Comparison of MBR Customer Tariff 

PDAM Tirta Pakuan vs ATB

	Consumption (M3)
	PDAM
	ATB
	29 M3/ Month
	Price (Rp.)
	24 M3/ Month
	Price (Rp.)

	0 - 10
	950
	650
	10
	9,500
	10
	6,500

	11 - 20
	1,950
	650
	10
	19,500
	10
	6,500

	21 - 30
	1,950
	960
	9
	17,550
	4
	3,840

	31 - 40
	1,950
	1,800
	0
	0
	0
	0

	> 40
	1,950
	3,000
	0
	0
	0
	0

	Total price
	
	
	
	46,550
	
	16,840

	Average price/M3
	
	1,605
	
	702


V.5.  Special Program to Serve the Poor 

PDAM Tirta Pakuan has a number of pro-poor programs, starting from grouping the RA customers to micro credit for installment payment for new connections, and the installation of Water Terminals and Public Hydrants known locally as TAHU. This study has specially carried out cross-check, (however not too comprehensive), on the customers that belong to the RA category – the customer group paying lower tariff rate than in the tariff structure of PDAM Tirta Pakuan. In general, this study indicates that PDAM Tirta Pakuan needs to examine and evaluate the RA customers periodically to ensure  that the program to serve  the poor reached the intended target. Periodic examination and evaluation also could give positive results  because by re-classifying the customers in accordance with its tariff rate, it will enlarge the revenue basis of PDAM. 

The ATB management stated that up to the present they have no special programs to serving the low income groups. Even though the stakeholders together with the ATB management have a commitment to provide subsidy policy to the low income groups,  its implementation in the field  showed that this program could not come fully in line with the initial objective, that is serving the housing occupied by those income households, with the criteria of housing type 21 (core houses – those which have not been plastered). In general, this study indicated that the low cost indicators used by ATB are very rigid because from the direct interviews to several houses that are claimed as low cost , it is clear that in fact they are occupied by relatively high income groups. Thus, ATB should be more selective in selecting the proper (right) customers classified as low income because the tariff charged is very low, even if compared to that of PDAM Tirta Pakuan.

V.6. Environmental Conservation 

In general, the ATB water sources could not be fully compared with that of PDAM Tirta Pakuan. It has been discussed in Chapter II and III that PDAM Tirta Pakuan also utilizes surface water from the Cisadane River, but  its location  upstream makes its water relatively still of good quality, requiring no complex treatment.  PDAM Tirta Pakuan also has spring water sources which provide advantage for its low treatment cost. But, although it has abundant water sources, PDAM Tirta Pakuan also has participated in allocating special funds for greening activities to protect water catchment areas
. 

On the other hand, ATB relies on rain fed reservoirs owned by Otorita Batam. However, with respect to the efforts on water sources conservation, ATB stated that because it  pays royalties  and raw water tax, henceforward, conservation  becomes the responsibility of OB. As an additional note, from the known available data that cumulatively, since 1996 to 2007, ATB has realized its obligations up to  Rp. 453 billion. These obligations include tax, royalty, investment, raw water tax to Ototita Batam and Pemko Batam. If compared to the total obligations that have been paid, i.e. Rp. 453 billion, it is known that the raw water tax paid by ATB to OB  was 7% or about Rp. 29.6 billion. The raw water tax that is part of the Municipal Government/Pemko (1%) started to be paid since 2000, and cumulatively up to 2007 has totaled about Rp. 4,4 billion. 

Penutup

CONCLUDING REMARKS DAN PEMBELAJARAN PDAM TIRTA 

This study reviewed a number of performance aspects of PDAM Tirta Pakuan and ATB to provide a balanced picture of  drinking water undertakings with or without PPP mechanism implementation. In general, from the six performance aspects reviewed, it can be stated that the water providers which are the object of the study have their own unique characteristic that can be distinguished one another and several of which are outside the context of public or private water provider.

Performance Review  

The ATB level of water losses is lower and its service coverage has improved rapidly compared with  the early years of the concession. ATB which is dominated by illegal connections, has managed to overcome that problem  by the Water Kiosk program, which coincidentally is also received positively by the people living in the squatter and slum areas in Batam. Whereas, for PDAM Tirta Pakuan, maintaining customer service is more important than radically reducing the level of water losses due to pipe leakages. Hence, it is not surprising that  PDAM Tirta Pakuan is seen to fare better on the technical and customer service indicators, such as continuity of flow, water pressure, and level of customer satisfaction.  

For the financial indicators, it is not easy to compare  the business scale of  PDAM Tirta Pakuan with that of ATB. ATB has larger revenue, that is total customers, especially those belong to the commercial and industrial groups, with its total is larger than that of PDAM Tirta Pakuan. However, an important point is that both companies together show good financial performance, in terms of revenue ratios: revenue against operational costs (outside the debt payment and depreciation), capacity of debt payment (due or short term), and capacity to fulfill cost recovery. 

In term of business management, both companies, PDAM Tirta Pakuan and  ATB together confirmed that they have implemented GCG. The Board of Directors of both companies in turn  were  given by the shareholders or owners the freedom to  plan  and take  decisions. In term of its transparency report, PDAM Tirta Pakuan is still cautious to avoid criticism  that would   have a negative impact on the company. ATB is more normative because according to the concession agreement, ATB is only responsible to OB. ATB also is aware of the MoU between OB (Batam Authority) and Batam Pemko (Batam Municipality) and DPRD (Batam Local Assembly) to  involve them in the supervision of its activities.  

Staff per 1000 connection ratio of ATB is much lower than PDAM Tirta Pakuan. Employee productivity of ATB is higher than PDAM Tirta Pakuan. However, these are proper because in actual fact the water volume sold in ATB  is based on the total number of customers which is higher than  for PDAM Tirta Pakuan. This indicator is significantly important because from the total employees, ATB is lower, on the other hand, in terms of production and sale, ATB is far bigger. 

PDAM Tirta Pakuan has a number of programs that are pro-poor, such as TAHU (Water Terminal and Public Hydrant), connection installment payment and RA customer group who pay lower tariff. However, PDAM Tirta Pakuan must always make periodic field check and evaluation to ensure those RA customers are those that are  entitled to tariff subsidy. On the other hand, although ATB,  stated they have no special program for  serving the poor,  the presence of low cost customers who pay lower tariff rate needs to be optimized , because there were found to be customers who were  not entitled to  tariff subsidy. ATB Water Kiosk although its initial objective I was to reduce  NRW,  coincidentally was well received by the consumers living in the illegal settlement and slum areas in Batam.  

Factors Influencing Performance 

This study indicates that there are a number of factors that are affecting the performance of water provider which became  the object of this study, which will be discussed below. 

Firstly, the availability and quality of water sources that can be directly accessed. The service coverage of PDAM Tirta Pakuan tends to be stable compared to ATB. This study surmises, beside investments  in both companies which are not equal, the presence of natural competitors has a  real impact. In this context, the availability of water sources which can be accessed directly by the people of Bogor should be seen as a serious problem by the decision makers, especially the City of Bogor. This study found that most of the consumers (respondents) in Bogor surveyed have not become PDAM Tirta Pakuan customers up to the present, they use among others spring water sources which are available abundantly with good quality  water, shallow wells as well as deep wells using electrical pumping. 

Secondly, local political and administration condition. During 2003 to 2007, PDAM Tirta Pakuan has implemented three  tariff increases, that is 70% in  2004, 25% in 2006, and 25% 2007. PDAM Tirta Pakuan experienced no difficulty when proposing tariff increases, because the matter is already stipulated in the local regulation, “PDAM shall propose tariff adjustment each year with the percentage increase at the highest 25 % (twenty five percent) taking into consideration changes in inflation rate, increase in electricity and fuel and other costs which would affect the production and operational costs of PDAM. In addition, the Bogor DPRD also is more cooperative,  always giving its commitment to support  the realization of PDAM Tirta Pakuan programs and policies in serving the Bogor residents.  

Unlike ATB, where the uncertainty of tariff adjustment has made it a serious matter in achieving sustainability of the company. In accordance with the concession agreement, the tariff adjustment is under the jurisdiction of Otorita Batam, but present development demands the deeper involvement of Pemko Batam including  Batam Municipal DPRD. Since the last tariff increase in 2003, ATB needed 5 (five) years to obtain approval for its subsequent tariff, which was only approved in December 2007, and become effective in early 2008. 

Hearing from the arguments about the ATB tariff increase, whether it should or should not be increased, the last tariff approval process can be said to have drained the energy of all related stakeholders in Batam. 

Thirdly, access to financing sources. ATB service coverage increased rapidly compared to the early years of concession. The key to service expansion lies   in the ATB capability to mobilize investments. ATB experienced no significant difficulty in mobilizing loans for meeting its investment need, as long as the project viability is met, such as certainty in tariff and IRR. The certainty of tariff approval also is related to the projected internal rate of return which is fixed by ATB at 26,5%. Thus, access to loan finance becomes a dominant factor in mobilizing investment through loan sources, and this should also be able to be undertaken by PDAM. 

Fourthly, company communication strategy. PDAM Tirta Pakuan is able to communicate well its programs or policies to the public. In return, inputs in the form of critics and suggestions from the public, have made the management of PDAM Tirta Pakuan successful. The communication strategy was initiated by the Public Relations (PR) Team of PDAM Tirta Pakuan itself, without outside help in its communication strategy when it faced no significant obstacles in proposing tariff increase.  

Further Research Direction 

This study is expected to provide a picture on the wider future research direction with respect to the PPP undertaking in the water sector, including sanitation in Indonesia. In view of the above, this study has identified a number of constraints, so that another more specific and in-depth study would be required as following. 

Firstly, a specific study is required with the objective to develop benchmarking methods to make comparison or performances of the water providers, both the public as well as the private providers. The study needs to be focused on the effort to seek/explore quantitative magnitudes as well as qualitative magnitudes that are more measurable, useful as reference for those who wish to make assessment to what extent a company has reached its performance;

Secondly, this study has not touched on the effort to identify key success factors in the undertaking of drinking water service. This is because the effort to identify key success factors require a method which specifically aims to identify key success factors in the undertaking of drinking water service provision;

Thirdly, this study indicates that it is often not easy to determine customer groups that  are entitled to subsidized tariff or special programs for the poor. It should be acknowledged that actually there are available data from a number of competent agencies, but its implementation in the field is often not easy. Hence, it is suggested to open up the possibility to conduct a special review on the characteristics of low income consumers, that is appropriate to serving the poor and its proper delivery system;

Fourthly, similar studies generally conduct pre- and post-review of the implementation of PPP schemes to measure realization of targets already determined. In this regard, a target could said to have been achieved if previously there is a statement on what should be achieved. Hence, this does not close off  the possibility to make special review on how the drinking water companies, not limited to private but also public company, perform in reaching their performance targets that are already set forth. 
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� White Book, National Working Group The Water Dialogues Indonesia, 2009


� White Book National Working Group The Water Dialogues Indonesia, 2009


� Laporan Evaluasi Kinerja PDAM Tirta Pakuan Kota Bogor Tahun 2007. It can be seen that the operational capacity of Cipaku WTP and Dekeng WTP have exceeded its capacity. As a note, except for the numbers in the designed capacity column, the number have been calculated from its sources using the unit M3, which was converted into the unt lliter/second for the purpose of the study. .


� ATB Presentation during the visit by the Jakarta Water Supply Regulatory Body, January 29 2009. 


� ATB Annual Review Report 2007


� Laporan Evaluasi Kinerja PDAM Tirta Pakuan Kota Bogor Tahun 2007


� This survey finding is supported by several participants of Focus Group Discussion PDAM Tirta Pakuan from the customer representatives, held on February 25 2009 in Bogor.  The statement conveyed that water flowed  to their houses with a relatively high flow only occurring  before 7 o’clock in the morning, but after that up to 11 o’clock in the evening,  the water no longer flowed . Previously, an  interview  with the PDAM Tirta Pakuan management to confirm this finding elicited the  clarification  that in 2007, before installing raw water main, there were several places that must experience intermittent flow. With this regard PDAM Tirta Pakuan considered that customer perception perhaps is influenced by the impact of the said activity.  


� The finding in the field perhaps is more serious than the finding in this study. Batam Daily Today dated June 12, 2008 reported under the headline “Air Mati Tiga Bulan, Warga Dapur 12 Demo ATB” excerpt of the news:The Dapur 12 residents, Kelurahan Seipelunggut, Batuaji visited ATB office, protesting that clean water  was not flowing to their houses since three months ago. The residents claiming to be representative of 12 RW in  Kelurahan Seipelunggut, Batuaji are accompanied by NGO Community Empowerment Institution. In the meeting with the management of ATB, the residents asked ATB to solve supply of clean water which has been dead for three months. When the water tap is opened, not water but only air that come out, but the meter continued running. The residents also complained about the ATB personnel in improperly reading the meter resulting in an increase of payment per month. 


� Reported in the Focus Group Discussion held on February 12, 2009, attended by related stakeholders in the drinking water service provision in Batam. 


�  Data is taken from PDAM Tirta Pakuan Performance Evaluation Report Year 2007


� It is assumed that every household head of PDAM Tirta Pakuan customer is occupied by 5,42 persons, this figure is based on result of survey with 150 respondents taken randomly without taking into consideration specific probability. As an additional note that PDAM Tirta Pakuan also serves about  13.000 connections which administratively is located in the service area of PDAM Kabupaten Bogor. This has been clarified by PDAM Tirta Pakuan that if the total number is included, then their service coverage in the field is 49% (of the total population served in the service areas). 


� There are many versions regarding the Bogor population, which means that perhaps the figure used in this study is not valid or accurate, however the tendency of stable coverage increase is a fact that difficult to avoid. 


� ATB in Focus Group Discussion (February 12 2009) clarifies that this study excludes the presence of dormitory in Batamindo industrial area, occupied by about 80 thousand people and only served by two customer connections, and the squatters in the slum areas served by Water Kiosks covering 8500 households. In this context it needs to be understood that 86% service coverage reported in this study is obtained from the assumption that each household is occupied by 4.99 persons. This figure is obtained from the survey result involving 150 respondents. In this regard, ATB claimed that their service coverage in 2007 was 95%, with the assunption that each household is occupied by 5,2 – 5,7 persons. 


� This statement seemed to be in opposition  to the  facts shown in Table III.3. in Chapter III. In the table it is seen that there is a balance of less than  7,5% between WTP operation and its designed capacity. But, this is  reasonable because with the Duriangkang WTP most of the whole ATB production will be focused in the area. As described above, several instances  of tdecreasing  water quality in some dams is the reason for ATB to move their operation to WTP Duriangkang.


� In the Focus Group Discussion held on 25 February 2009 in  Bogor, representative of PDAM Tirta Pakuan stated that since its establishment, PDAM Tirta Pakuan is always able to book profit every year. 


� This has been clarified by the management of ATB in the Focus Group Discussion in Batam,  February 12, 2009. The ATB management stated that with the billing more or less 4% of income, on the average the customers pay Rp 40.000/month, with the assumption the City Minimum Wage in Batam is around  Rp 1 million. The behavior of users showed that they actually could pay once every month. However, the customers seemed to have other consideration, because the customers in general need to set aside an additional cost of around 25% of the total billing for transportation to the payment point. In this context, the customers preferred to pay the water bill every two months to save transportation cost. In addition, the penalty payment mechanism in ATB also is not too high and generally the customers have not yet experienced disconnection for late payment. 


� �HYPERLINK "http://www.kotabogor.go.id"�http://www.kotabogor.go.id�


� Reported in Focus Group Discussion, February 12 2009 held in Batam which invited related stakeholders. 


� From the interview with the management of PDAM Tirta Pakuan it was stated that at present they are applying zero growth policy for its personnel with a  view to improving efficiency. 


� Reported by ATB management in the Focus Group Discussion, February 12,  2009 in Batam, which was attended by related stakeholders in Batam. 


� Data available year 2006


� This is an official government figure, because it is assumed there are still many people not registered in significant number, generally live in the slums area and are categorized as low income. 


� In addition, based on the concession agreement, ATB is not allowed to make direct connection to the customer, because it is under the domain of the third party, in this case the investor (developer),  for the planned housing area (real estate) as well as individually built housing. The effect was that the cost for a new connection rose up to more than Rp. 2,5 million,  yet the ATB only charged about Rp. 375 thousand. This study found  illegal connection activities in certified housing areas (not squatter housing), for reasons  of difficulty in accessing official connection from ATB. 


� This study indicates that the argument expressed by Hall and Lobina (2007) that contract with private firm fails to achieve investment to build new infrastructure could be generalized for all cases. 


� European International Contractor (2003) stated that the bidders and investors could ensure that the project risks could be mitigated properly or minimum there is a balance between (guarantees and benefits offered, because if not then the project is not bankable because it is considered not viable. This issue is strongly related to the confirmation of approval of tariff increase in ATB which becomes the Bank consideration to approving loan for ATB.


� The World Bank loan will be used for expanding the distribution network and augmentation of new customers, with an estimated cost of Rp 86,975 billion. The proposed loan has already been approved by the Bogor DPRD, awaiting negotiation between the central government and the Bogor Municipality  (�HYPERLINK "http://newspaper.pikiran-rakyat.com"�http://newspaper.pikiran-rakyat.com�)


� Suara Karya Online, 9 April 2006, reported the news entitled  ““PDAM Kota Bogor Lindungi Kawasan Konservasi”, said to conserve water catchment areas, PDAM Tirta Pakuan Kota Bogor rigorously carried out greening program by planting 400 trees, at the same time to supprting the national tree planting program. In 2006 the PDAM Tirta Pakuan has allocated Rp 40 million. Besides for socialization of existing water seepage areas in the the community, PDAM also routinely will plant trees that protect conservation areas. .
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