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Overview and highlights

l’r’s time for some straight talk if we want to strengthen delivery
in the water services sector. We need to ensure that policies
and strategies are implemented in a manner that takes account
of complex local realities. Four years of research by The Water
Dialogues has provided evidence of the need to confront
challenges faced by municipalities and to promote an overall
paradigm shift if we are to ensure effective, equitable and
sustainable delivery of water supply and sanitation provided
affordably to all.

What was The Water Dialogues and why was
it unique?

Under the strategic direction of a wide range of stakeholders
around the table, The Water Dialogues-South Africa undertook
an extensive research programme on how various institutional
approaches in South Africa affect the quality of service delivery.
This created the basis for stakeholders to engage in an iterative
dialogue around a range of critical issues. Although linked to a
global initiative focusing on the role of the private sector, the
unique starting point of The Water Dialogues-South Africa was
the importance of strong public sector delivery of water and
sanitation. (The genesis and aims of WD-SA, and the composition
of its Working Group, are described in the front and back cover
of this report.)

WD-SA's research and dialogue engaged with the complex
challenges facing the water services sector in South Africa. The
sector has been praised for the success of its ambitious
programme that extended basic water supply and sanitation
to millions. Yet due to increasing populations, particularly in towns
and cifies, even the most capacitated municipalities have
struggled fo reach everyone-- while also continuing to provide
good quality services through close attention fo sound operation
and maintenance. Inrecent times, South Africa has experienced
periodic outbreaks of cholera and other waterborne diseases,
growing protests and numerous localised crises of delivery relafing
to failed infrastructure, weak management and inadequate
oversight and regulation.

Stakeholders examined how such an ambitious programme of
rapid service expansion has severely strained ageing infrastructure
and limited water services provision capacity. Targets for
delivering new infrastructure have been prioritised over systems
to operate and sustain vastly increased service coverage.
Inadequate attention has been paid to asset management and
operations and maintenance, resulting in growing service delivery
failures and declining water quality in many areas. Coupled
with a growing scarcity of management, engineering and
technical skills, the sustainability of continued service provision
is af risk.

Problems in delivering effective water and sanitation services
have been exacerbated by ongoing change in the powers and
functions of municipalities and demarcation and re-demarcation
of their boundaries. Financial viability is deteriorating in many
municipalities due fo poor revenue collection and management
coupled with the inability of those

The fight against
poverty remains the
cornerstone of our
government's
focus. We shall not
rest, and we dare
not falter, in our
drive to eradicate
poverty.

State of the Nation Speech
3 June 2009



living in poverty to pay for services and the challenges of
providing free basic services sustainably in this context. Such
municipalities are not currently providing services effectively or
at a level that meets the needs of their constituents and are
battling to cope. The research findings from the WD-SA case
studies bear testimony to this analysis.

Why did The Water Dialogues undertake yet
more researxch?

Evidence from case studies served as the basis for the dialogue.

This evidence was trusted by stakeholders since, in contrast to
existing research that tends to sit within ideological camps, they
were involved in and agreed on the selection of researchers,
research design and method, and selection of cases. Teams
of municipal and community researchers, with financial experts,
conducted in-depth, primary, municipal and participatory
community research in eight case study areas, namely iLembe
(Siza Water concession), Bushbuckridge, Ugu, Maluti-a-Phofung,
Chris Hani, uThukela, Johannnesburg, and Cape Town (informal
sanitation). Cases were selected across a range of institutional
approaches, from private sector concessions and management
confracts to community based or small scale providers to public
provision by a municipality or a multi-jurisdictional provider. Any
rigourous comparative analysis of cases is constrained by the
lack of baseline or operational data in many municipalities. So
WD-SA chose to highlight strengths and weaknesses of each
institutional approach for further exploration.

Stakeholders from across the ideological spectrum came
togetherin a "confrontative dialogue” to explore the impact
of different providers on water and sanitatfion delivery in South
Africa.

What can be learned from The Water
Dialogues’ process of dialogue?

Instead of forcing a consensus or using a participatory process
to mask a dominant position, WD-SA stakeholders created frust
and respect that made it possible to explore and listen to other
perspectives.

The dialogue showed the value of acknowledging and
confronting differences in perspective and conviction. It entailed
working with integrity to identify the root causes of those
differences, and finding ways to move forward together, beyond
polarisation, towards constructive resolution of the problems,
based on a shared understanding and analysis — in ways that
do not disrespect or negate different perspectives.

Our own process of dialogue shows that there is deep
commitment, across a diverse range of stakeholders, to achieve
better services, particularly for those living in poverty. Through
acknowledging this commitment, there can be more honest
assessment of what is working, which can be strengthened,
and what is not, which must be changed. This dialogue builds
a strong platform for taking and implementing decisions that
are inclusive and respected by all. For example, Neil Macleod
of eThekwini Metro attributes his decision to increase the free
water allocation to his engagement with civil society as part of
The Water Dialogues process.

It is more
important now
than ever that we
work in
partnership on a
common
programme...

As citizens we
should ask
ourselves what it is
that we can do...

To be a citizen is
not only about
rights, it is

also about
responsibility, to
make a
contribution to
make ours a better
country.

Fellow South
Africans, working
together we can do
more to realise our
common vision of
a better and more
prosperous
nation!

This is the
partnership we are
calling for.

State of the Nation Speech,
3 June 2009



It is the conviction of WD-SA participants that this approach can be used effectively at the
local level and in national debate to find ways to strengthen services provision, and build
municipal delivery mechanisms that serve the needs of users.

What can we learn from The Water Dialogues research?

The eight case studies unearthed the complex and wide ranging challenges facing municipalities.
The research showed that finding workable solutions and taking appropriate decisions can only
be achieved through a thorough understanding of the local context and realities. Findings
from each case study are summarised at the end of this report, and the full case study reports
are available at www.waterdialogues.org . A DVD entitled “enhancing delivery through
dialogue” can also be viewed.

The findings and conclusions have been captured under four cross cufting issues:

® public participation and politics;

® accountability and regulation;

® service levels, financing and affordability; and
® institutional approaches.

While many of these conclusions are not new, it is highly significant that they emerged from
robust research and were acknowledged and agreed by stakeholders across the spectrum of
positions and perspectives. This body of evidence and analysis can be fed into assessments
and evolving turn-around strategies that seek to strengthen municipal governance and service
provision. Where appropriate, proposed actions have been identified under each.

By raising crifical issues, this report may sound negative. However stakeholders highlighted the
following ten successes—our over-arching findings— that all municipalities can build on:

1 = Each case study shows that effective water services require the appropriate skills, strong
leadership, on-going communication and local accountability. Where the importance of any
one of these is underestimated and neglected, the impacts are evident in the poor quality and
unreliability of services. This was evident in all case studies.

2 = There is no one-size-fits-all best-approach, and institutional models work best when they
are developed on the basis of robust, comprehensive local assessment of what the key
challenges are and how best to meet them. For example,

® In Maluti-a-Phofung, there was a need for a single integrated service entity, with common
policies, fo implement a more equitable approach to providing services over previously
separate jurisdictions.

® |n Chris Hani DM, the municipality recognised it did not have the capacity to operate and
maintain all services across dispersed rural settflements from a central point, and chose o
partner with local community based organisations (CBOs) and micro-service providers as
a way of ensuring locally-based provision of reliable services.

The context overrides any model. There is no single blueprint.

3. It is essential to allow tfime to test, adapt, refine and consolidate the selected institutional
arrangement, rather than throwing it out prematurely in favour of a different approach.
Institutional continuity is vital for effective service provision, as it can take many years to develop
the systems and competencies needed to deliver services; in confrast, institutional restructuring
disrupts services provision by diverting energy away from daily management and operations,
and should not be undertaken unless all alternatives have been considered carefully. For
example,

® Ugu DM has steadily developed and refined its approaches and systems, and built up a
strong team that is well equipped to handle the diverse service challenges across the
urban-rural confinuum.

® Conversely, persistently poor service provision in Bushbuckridge highlights some of the risks
associated with transferring functions from one poorly performing authority to another.



Internationally and nationally there is a need to shift away from an excessive preoccupation
with institutional approaches, which tend to rely on layers of capacity and governance that
are generally quite rare or undeveloped, toward the nuts and bolts of good operational
practice.

4. Despite the failures of the uThukela Partnership approach, implementation of a mulfi-
jurisdictional water utility model, across more than one municipality, has merit. This approach
has the potential to make the best use of available skills and resources and achieve economies
of scale. It failed in uThukela primarily because of local politics, poor inter-municipal co-
ordination and an assumption that its benefits would deliver themselves, rather than requiring
careful planning and management. If practical and pragmatic strategies are developed o
address each of these issues, the uThukela model could be adapted for implementation
elsewhere.

5 = Underlying any institutional decision is the capacity of the municipality. There is a shorfage
of critical skills and competencies in most municipalities, particularly rural ones, and available
funds fall short of what is needed. However capacity can be strengthened by managing and
utilising existing competencies more effectively. Long term strategies and short term interventions
are needed to address systemic problems, drawing on people with experience to provide
hands-on support.

Successes evidenced in WD-SA case studies depended on the commitment and capability of
the staff-- on how things were done rather than what was done. It is not a matter of following
bureaucratic processes and ficking off checklists, but of productivity and good performance.
In this respect recruitment, selection and retention of competent staff is critical — alongside
confinuous performance management.

6. Within a single municipality, consolidation of skills and resources info a single integrated
entity that focuses on water services provision is more effective than a range of small service
departments with poorly aligned objectives, service levels, operating systems and human
resources approaches. For example, Johannesburg Water (JW) benefited from the amalgamation
of 11 different municipal water departments. Chris Hani struggled to provide effective oversight
by virtue of decentralizing different functions to various players without a strong authority function
being played by the DM.

7 = Service delivery is enhanced greatly when the municipality is clear about what it wants
fo achieve and how to get there, and where it holds its service provider to account against
clearly defined performance objectives and service provision standards. Close monitoring of
performance against defined and agreed objectives is essential, regardless of whether the
service provider is internal or external to the municipality. For example, the Contract Management
Unit set up by the City of Johannesburg tried to steer the utility to meet its broader social
objectives, through sound municipal regulation,

In most municipalities, with the exception of urban areas, WD-SA case studies showed that the
distinction between WSA and WSP functions specified in Section 20 of the Water Services Act

is largely academic in practice. In other words, there is an assumption that the distinction is in

place and is working, while in reality the distinction is generally not made or is not working 2

It cannot be assumed that municipalities have the capacity to allocate separate resources to
the authority and provider functions.

The lack of an operational distinction has serious implications for regulation, since any regulatory
strategy based on this distinction is flawed and most likely unworkable. The Water Services
Regulations Strategy and the Strategic Framework for Water Services assume that WSAs will
fulfil their regulatory role at the local level, which is generally not the case. So there is presently
ineffective or little local regulation taking place, which means the poor accountability of many
providers around service delivery is likely to continue — fogether with service-delivery protests—
until this is addressed.

25ome members of the WD-SA Working Group have in principle objections to the distinction,
which should be taken into account when this matter is addressed.



8. A fixed-term management contract, with a comprehensive
confract and effective enforcement capacity, can provide
valuable expertise and support, and transfer skills to utility staff
during a critical phase of transition or consolidation in the life of
a water services provider. For example, Johannesburg Water
benefited from the inputs of a high-calibre tfeam that was
confracted to provide support for a finite five year period.
Capacity for strategic planning was enhanced; innovations,
new systems and efficiencies were infroduced; and skills were
transferred rapidly to the utility's own staff. This approach is now
being applied in the very different operating context of Maluti-
a-Phofung Municipality.

Outsourcing of the provider function is generally undertaken
because of alack of capacity within the municipality.
Paradoxically, this fends to mean the lack of ability to draw up
appropriate contracts and to exercise the necessary oversight
and performance monitoring against the contract. Ongoing
expertise and support is required to assist municipalities to draw
up, monitor and manage such confracts.

9. Political representatives and service providers have distinct
and separate roles. Councillors set the strategic direction, and
service providers are tasked with delivering services in line with
that strategic mandate; involvement by politicians in the day
tfo day management of service provision should be kept to a
minimum. Even where there is a clear separation of roles
between the political authority and the service provider, it is not
necessarily sufficient to limit inappropriate political interventions
in service delivery.

1 0. Rather than responding to the deterioration of services
in many areas by trying to assign blame, there is enormous
potential to formulate responses to problems through a thorough
examination of their root causes. No resolution of local service
delivery challenges is likely unless the perspectives and needs
of all stakeholders are understood and respected through
ongoing engagement. For example, this engagement was
inadequate in Soweto, leading to litigation around prepayment
meters in the Phiri court case. In contrast, the local dialogue in
llembe involving community members, the municipality and the
private sector helped resolve questions about where responsibility
lies for emptying full VIPs in the Siza Water concession area.
Multi-stakeholder dialogue has the potential to unblock
bofttlenecks toward finding solutions both at local level and
nafionally.

Do WD-SA findings imply policy changes?

South Africa is rightly proud of its policy framework, which is
hailed internationally for the way roles are assigned and co-
ordination mechanisms are structured, and for providing a
coherent policy and institutional framework from source to tap
to toilet and back to source. The WD-SA concluded that
problems were not due to policies per se, but rather due to the
disjuncture between what they aim fo achieve and what is
workable on the ground. It was evidenced that policy obligations,
such as defining WSA functions, or undertaking S78 assessments
become mechanistic steps in a bureaucratic process that yields
little value, often existing in paper only if the underlying local

The quality of our
leadership and
the role that
citizens play in
the further
reconstruction of
our country will
determine
whether we solve
our problems
before they
become ‘time
bombs’.

The Dinokeng Scenarios —

Three Futures for South Africa
(summary Booklet)



service needs and challenges are not acknowledged adequately. What is needed is greater
flexibility to allow for appropriate actionat local level. Feedback mechanisms from the coalface
of implementation into policy review and development must be strengthened. Policy alignment
between national and local and between local government and water services is important.

The findings from the case studies can inform any review of legislation and policy from a
perspective of what is needed and what can work. The particular needs and challenges of the
local context, and socio-political and institutional realities, must shape the way policies are
applied. Municipalities need to be enabled to make practical and appropriate decisions in
a participatory manner, rather than gefting boxed into detailed and laborious processes that
can often undermine the very intention of the legislation. This requires good communication,
strong support and consistent monitoring.

A paradigm shift?

A radical rethink of how we work is needed to ensure effective, equitable and sustainable
delivery of water supply and sanitation provided affordably to all. This means giving expression
fo the stated developmental agenda of government. The President has committed government
fo improved service delivery through a single public service and an era of interactive government
in which people come first and poverty alleviation is a top priority.

Local and national government need to acknowledge the range of voices which must be
heard if lasting improvements are to be achieved in service delivery. Discussion of the way
forward to beftter servicing must be broadened to harness the ideas, skills, competencies and
resources that exist in our communities.

To pursue a developmental agenda means formulating local solutions for local realities, premised
on a sound knowledge of the costs of service provision, affordable and progressive tariffs,
adequate resourcing of water services and performance accountability. It also means
collaborating not only within the sector, but also across sectors so that we work holistically.

The findings of WD-SA research suggest that better water services cannot be achieved in isolation
from wider improvements across the range of services for which municipalities have responsibility.
Achieving these improvements requires earnest dialogue and debate—straight talk-- about the
functioning of municipalities, and the way they seek to deliver on their mandate. A dialogue
process that embodies the key values discovered by WD-SA has the potential to create a basis
for agreement on workable solutions to strengthen service delivery, and for working together
in their implementation.



Introduction

South Africa is lauded internationally for its recognition of water as a human right, adoption of
a free basic water policy, and impressive water services delivery statistics. However, domestic
news reports focus on poor and rapidly diminishing water quality, citizen frustration with poor
service delivery that erupfts in regular protests, and struggling municipalities. Stakeholders are
locked in debate around issues related to cost recovery, service delivery levels and indigent
policies, which have escalated to litigation reaching the Constitutional Court. It is time for
straight talk — and intervention and action.

Through The Water Dialogues-South Africa, stakeholders across the ideological spectrum came
togetherin a “confrontative dialogue” to explore the impact of different providers on water
and sanitation delivery in South Africa. Their starting point was the importance of ensuring strong
delivery of water and sanitation by the public sector. The research — eight in-depth case studies
that served as the basis for the dialogue — provided evidence that confirmed the experiences
of stakeholders. However it also provided a route foward a shared articulation and agreement
on two larger findings.

Firstly, there is an urgent need to change the paradigm within which the water and sanitatfion
sectoris located. Increasingly it is serving to constrain achievement of the fundamental changes
necessary to address the present crisis. Stakeholders want to ensure that Government’s stated
commitment fo a developmental agenda becomes a reality. A citizen-centred, participatory
and accountable approach is critical to addressing the challenges faced by the sector.

Secondly, the findings of the research indicated a high level of municipal dysfunction to be a
systemic problem. The WD-SA Working Group concludes that the values and principles it
discovered through its dialogue are needed to address this dysfunction, and recommends the
formation of a dialogue process around local government issues that affect service delivery.

Ambitious plans of infrastructure delivery resulted in raised expectations. However, these
expectations have not been matched by the capacity and competencies required to sustain
the provision of water services. Now, more than ever, the expertise and resources available to
the water sector need to be mobilised to assist in developing workable solutions to address
many of the endemic problems of service delivery. While addressing degrees of municipal
dysfunction, effective and regular communication and full public participation are essenfial.
Users must be aware of challenges and constraints, both in ferms of insfitutional and human
capacity, as well as the scarcity of water and importance and cost of maintaining the
infrastructure. Expectations must be tempered by realities. If not included as equal partners in
finding solutions through a social compact, users will feel forced to act from the outside.

Context

Since its fransition to democracy in 1994, South Africa has embraced the challenge of remedying
the injustices of apartheid by ensuring access to basic services for all. The need to scale up
delivery in the post-1994 period and ensure local-level accountability resulted in local government
structures being established across the length and breadth of South Africa. Under apartheid,
water services were provided on a racial basis by white run urban municipalities and irrigation
boards or by homelands and independent states, which were taken over by DWAF in 1994. The
Constitution specifies the right of all citizens to “access to water” and assigned this function to
local government; boundaries, systems and structures have been undergoing transformation
since 1995, and fransfer could only occur once municipalities were fully established in 2000.
Legislation specifies the process for the selection of water and other providers of services,
referred to as the Section 78 process3

3Secﬂon 78 prescribes the process for deciding on mechanisms to deliver services. It specifies a procedure for municipalities to follow to consider
whether they are best suited to provide services themselves or whether it would be more advantageous fr the municipality to draw on an external
provider. External providers include another municipality, a stand-alone utiliity, a water board, a CBO or a private company. See Appendix 2.



In the face of the huge challenges the water sector has made remarkable gains, not least the
establishment of water institutions, access to basic water services for millions who were previously
unserved, continuing “first world” services where they existed, and comparably excellent water
quality. However, fledgling and under-capacitated municipalities have struggled to meet the
demand whilst operating and maintaining the schemes. Even capacitated metros and fowns
have struggled to provide for the increasing demand of growing populations, influx of job seekers
and refugees, expanding informal settlements, in addition to providing for the growing economy.

Amid the achievements, gaps remain, and there has been slippage in service quality and
systems in many areas. This is primarily due to financial constraints, inadequate human resources,
and weak management and accountability systems in municipalities.

Too much emphasis has been placed on providing infrastructure, at the expense of strengthening
service delivery systems and maintenance.

In addition, accountability and participation have often been compromised in the drive to
meet service-delivery targets. This situation stands in stark contrast to the need to ensure service
provision and affordability in light of people’s constitutional right to water.

The burning need now is to assist municipalities in the WSP function as well as to address nuts
and bolts issues. This has to be part of addressing the systemic dysfunction of many municipalities,
which has been given top priority by the newly-elected government. A turnaround strategy is
being developed by the Department of Cooperative Government and Traditional Affairs (CGTA),
in which the water sector has a critical role to play in reviewing the powers and functions of
provincial and local government, determining what is workable and ensuring accountability.
A far-reaching review is needed, to assess whether some consolidation of water service-provider
functions is warranted in some municipalities, in order to make optimal use of scarce skills and
resources.

Meanwhile, the Department of Water Affairs (DWA) has refocused on its legislative regulatory
mandate to respond fo gaps in performance. However, the basis of the existing Water Services
regulation policy — the split between water services authorities and providers — remains largely
conceptual.



The Water Dialogues-South Africa

South Africa has experienced persistent conflicts around service delivery withessed in almost
daily protests, iregular cholera outbreaks and numerous localised crises of delivery relating to
failed infrastructure, management and oversight/regulation. Clearly, despite significant progress
around a range of delivery goals in the past fiffeen years, considerable challenges remain,
including those related to people who are sfill unserved.

The Water Dialogues has been a shared attempt by stakeholders to move past ideological
polarisation, and to examine the successes and challenges in the delivery of water and sanitation
services by a range of providers. It focused on the impact of institutional models currently used
in South Africa on the quality of service delivery.

WD-SA embarked on a unique multi-stakeholder dialogue process, undertaking research in
eight case study areas, with the intention of feeding back into the dialogue process. The
dialogue was guided by the principle of “confrontative dialogue,” a dialogue methodology
designed fo tfransform the perspectives of stakeholders in a way that would ultimately have a
positive affect on the water and sanitatfion sector as a whole.

As the WD-SA process developed, it included a number of important elements that cumulatively
were cenfral to its success. Members emphasised different factors as a basis for success; some
of these included:

® The organisational involvement and personal commitment of a range of stakeholders;

® Trust built between stakeholders, captured in a Code of Conduct formulated by and
agreed on by all members;* and

® A common purpose identified in a mutually agreed problem statement and framing
questions.

This report is the product of a dynamic process, with its own shortcomings and hurdles related
to available data, access to key informants, mobilising participation from stakeholders in the
research process, and arriving at findings deemed by stakeholders to be valid in the sector as
a whole. It was not possible to generate a large-scale consensus on overall perspectives.
However, across a range of categories of findings, stakeholders — from labour to private sector
to civil society and government — developed and endorsed a partially-shared view. This process
has the potential to serve as an important basis from which to address the challenges of the
sector.

The unique dialogue process expanded the usefulness of the research and identified a range
of potentially transformative values. The research was not highly abstracted and was not simply
researcher-opinion-centred, in that it allowed for deeper engagement with a multi-stakeholder
group. A range of meetings, fora and assemblies have repeatedly opened up issues for wide
public engagement. The results have been discussed well beyond the boundaries of conventional
research at the local, national and international levels. The production of findings involved
repeated iterations between these processes.

The outcome is a rich amalgam of findings that have already taken on a life of their own. They
are already part of the public domain by virtue of engagement by this range of stakeholders.
Whether imputed to WD-SA or not, they have already begun to inform and stimulate local area
deliberations, national thinking, and new international conclusions well beyond the purview of
the WD-SA process.

After providing the introduction and research methodology for the WD-SA project, the body
of the report examines overall case study findings. Specific conclusions are discussed and
actions are proposed through the following four categories: public parficipation and polifics;
accountability and regulation; service levels, financing, and affordability; and institutional
approaches?®

4 Although the Code of Conduct was largely symbolic, it established a common purpose and was a basis for trust-building between members. This was important
to some members who found it reassuring. The full Code of Conduct is inside the front cover of this report.

S More detailed analysis of cases is provided in a case study matrix and individual case study summaries. Full case study reports are available on
www.waterdialogues.org
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Conclusions are based on findings that leapt out clearly from all case studies, regardless of
institutional approach. The last category, institutional approach, is relevant to WD-SA's originall
question of public or private provision. Abstracting to greater conclusions becomes more difficult
within a mulfi-stakeholder grouping, but there are important points arising from the research
and dialogue that inform proposed actions included in each section. In particular, we found
that values identified through the WD-SA process are foundational for any institutional approach
and to future informed decision making. Finally, the report concludes by calling for actions that
aftend to municipal dysfunction so that the 10 successes and two larger findings identified by
WD-SA can become widespread.

Research methodology and process

The WD-SA Working Group set out on an ambitious research programme that sought to cover
a range of institutional arrangements under different conditions, from rural to urban, and across
municipalities with differing capacities. Eight case studies were conducted in six provinces,
where municipal data was gathered and researchers conducted participatory community
research. This process is now making a fransition from localised advocacy to considerably more
widespread advocacy.

The research methodology provided an experimental, applied and innovative mechanism
aimed at facilitating a deeper understanding of the provision of water services in the selected
areas. The following research question was formulated:

Given the varying capacities of Water Service Authorities, how do different institutional
approaches affect outcomes?

A central concern in the WD-SA processes was that of examining the various institutional
arrangements behind the delivery of water and sanitation services in South Africa. A great deall
of variation exists in institutional arrangements that are selected by municipal spheres of
gover;wmen‘r (with the approval of the Department of Provincial and Local Government and
DWAF).

The Working Group drew on a range of existing typologies to formulate the following table. It
shows how the research was structured around institutional approaches and the type of contract
or structured relationship between the Water Service Authority (WSA) and Water Service Provider
(WSP) (left-hand columns). It also incorporates the capacity of the WSA as a key factor likely
to influence water and sanitation delivery.®

6 Since there is no straightforward measure of capacity, “operating income” was used as a proxy for capacity.
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Table 1: WD-SA typology of institutional approaches
(showing cases researched)

Institutional Contract type Water Services Authority
approach High Medium Low
Public—private | Private sector with iLembe
partnerships concession

Private sector with lease
Community- | CBO or SMME with service |Cape Town| Chris Hani
based & small-| confract (informal
scale provision sanitation)

Maluti-a-

Public-public | Public-public-private Johannesburg| Phofung (2)

National entity (water .

board) with management P%%Ugg]m

contract

Multi-jurisdictional with lease uThukela

Another municipality Bushbuckridge

(nature of contract unclear) (1)
Public internal | Internal Ugu BUShb‘(JQC)k”dge

The eight case studies did not cover all of these options, but did offer insights into the following
distinct ( although at fimes overlapping) institutional types:

Public-private partnerships

® Private concession alongside a municipal water service provider within the same municipal
district (iLembe);

Community and small-scale provision

® Municipal service outsourcing contracts to small, medium and micro enterprises (private)
(Cape Town Metropolitan Council);

® Small-scale community-level service contracts managed and supported in water service
provision activities at the municipal level by intermediary private and NGO contractors,
and overseen on behalf of the District by a confracted public water board (selected
municipalities within Chris Hani DM).

Public=-public (sometimes public-public-private)

® Municipal public company as WSP with a five-year management confract to a private
consortium under the authority of a Metropolitan municipality (Johannesburg Water (JW)
and Johannesburg Water Management (JOWAM) and the Johannesburg Metropolitan
Council);

® Municipal public company as WSP with a six-year management contract to a private
consortium under the authority of a local municipality (Maluti-a-Phofung Water Pty Ltd
and the Uzinzo consortium and the Maluti-a-Phofung Municipality);

® Municipal public company as WSP under the multi-jurisdictional authority of two municipal
districts and a local municipality (Uthukela Water Pty Ltd in the Amajuba and Umzinyathi
Districts and the Newcastle LM);

Public internal

® Public water board and LM operating within a municipal area (Bushbuckridge LM); and
® Municipal water service provider across an entire municipal district (Ugu DM).
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Through collaborative research and discussions, WD-SA sought to understand the process of
choosing institutional approaches, as well as the impact different approaches have had on the
quality and level of services received by residents.

Stakeholders of the WD-SA process were looking for the research to cast some light on a number
of issues. In the first instance, attempts were made to obtain data on a common set of indicators
for all the cases, in order to try and generate some level of inter-case comparison. However,
under circumstances where accurate and comparable data were scarce, a considerable
amount of the research effort was put intfo obtaining the perspectives of case-level stakeholders
on the institutional experiences — including input from selected communities in poorer areas on
the various WSPs and how their experience of services changed as institutional arrangements
were adjusted over time.

Methodological limitations

While the researchers used the same method for each case study, the data available from
municipalities was uneven within and amongst areas. Municipal officials did not tend to withhold
data, but typically did not have much data to offer. This was parficularly the case with municipal
financial data, with the notable exception of the City of Johannesburg (CoJ).

Case studies were selected to profile the variety of different institutional arrangements in South
Africa, and in-depth research allowed for a deep analysis of the issues atf stake in each case.
However, having only one or two cases of each institutional arrangement, meant that it was
not possible to compare different instances of each arrangement or to make generalisations
on the basis of arrangements. It did however allow for the identification of key issues requiring
further exploration through a future research and dialogue agenda. These questions in themselves
are findings - findings regarding what issues are at stake in each case.

Throughout the WD-SA process, the South African Municipal Workers' Union (SAMWU) and some
members of civil society found the discussion of institutional models to be severely constrained
by the fact that it takes place within the present socio-economic paradigm. They argue that
neo-liberal thinking has infused the country and the sector. This refers to the state abrogating
its responsibility fo the market and to individual users through the commercialisation and
commodification of services, which is characterised by full cost recovery, payment for services
that are a human right, outsourcing, and an approach that views citizens as customers. Most
importantly, this paradigm has affected political will, which is key to any real change.
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Research findings and conclusions

The outcome of The Water Dialogues-South Africa is not the product of a typical research
endeavour, but of a research and dialogue process. After agreeing on research design and
the selection of researchers, its Working Group reviewed researchers’ findings in an extensive
dialogue process based on an agreed Code of Conduct. Drawing on a wide spectrum of data
gathered in the three initial case study areas of Ugu, iLembe, and Bushbuckridge, stakeholders
sifted through numerous empirical findings and agreed on three main focal areas.” When the
next five case studies were completed, namely Chris Hani, Maluti-a-Phofung, Johannesburg,
Cape Town and uThukela, the Working Group reviewed their findings to expand and strengthen
conclusions in the three initial areas? For this report, they have been summarised under four
headings: public participation and politics; accountability and regulation; service levels, financing
and affordability; and institutional approach. The full reports on the eight case studies, as well
as the cross-cutting issues document, are available on the WD-SA website through
www.waterdialogues.org. A DVD on the findings and the case studies can also be viewed on
the website.

1. Public participation and politics

Having struggled through years of unequal power relations under apartheid, the new government
embedded consultation and participation throughout its legislation and policies. Yet evidence
from the case studies shows that consultation and public participation are not happening as they
should. Too often the emphaisis is on consultation alone, a one-way communication that is used
as a mere rubber stamping of decisions already made. Again and again the inability to facilitate
meaningful participation is evidenced, which jeopardises appropriate decision-making and the
sustainability of services. As a result, levels of service-delivery protests have escalated.

On-going, two-way communication about tariffs, billing systems, repairs and maintfenance, and
the rights of users is important. Case studies show not only the frustration that builds up if there is
poor or no communication with users, but also a growth in user despondency, apathy and distrust
of authorities. This can lead to unauthorised connections or the return to infected, “traditional”
water sources; non-reporting of broken infrastructure; increased conflict with neighbours; and a
resistance to metering and payment.

Effective participation means that all participants must be informed and must hear and respect
the viewpoints of others, so that fogether they can make decisions that meet the specific needs,
within the realities and constraints of the situation. Participation is the cornerstone of accountability,
in which officials, politicians and users all have a responsibility to ensure the decisions are sound,
workable and abided by.

1.1 Municipalities need to create space for ongoing processes of grassroots participation.

From all of the case studies, it is clear that existing mechanisms of participation are inadequate.
New initiatives that recognise that parficipation is an ongoing process, such as the Citizens’ Voice
project or regular local dialogues, should be supported with the aim of being instituted. While
ward councillors have an obligation to engage with and mobilise communities, municipalities
need to create space for people at the grassroots level to engage. It is evident that many ward
committees are nof fulfilling the role envisaged for them, leaving citizens with inadequate fora for
local planning and communication with their elected representatives. All stakeholders are equally
important to the process and carry responsibility for ensuring sharing of information, adherence
to the rules of engagement, building consensus around agreed workable solutions and feeding
back to their respective constituents. In this way frust can be built, which is the basis for working
partnerships.

1.2 Participation needs to be embraced as a cornerstone of sustainability, not an
optional “extra”. Facilitating public participation is a skill that needs to be internalised.

Currently, participation is seen as delaying delivery, particularly by technicians and engineers.
However, not incorporating participation actually compromises service delivery. Users understand
the local complexities and bring local knowledge, which is critical to any

7 WD-SA produced a Cross Cutfing Issues Document that lists all cross-cutting issues and provides examples from each case study fo
support them. Not only is this a useful resource document for practitioners and researchers looking at specific issues, but it also shows
how the WD-SA outcome is based on evidence.

8 Al of these points are summarised in a cross-cutfing issues document and the diclogues are captured in formal proceedings. There
are a range of additional findings and data that were not used by the Working Group in this synthesis, but may be of interest to future
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Community Voices

“We do not believe
that anything will
change as a result
of the research;
nothing will happen
now orin the

near future.

When there are
problems, we make
sure that we report
them, but we do noft
expect much.

Who are we to keep
on complaining¢”

Etete community member,
llembe District Municipality
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informed decision-making. Their voices, concerns and ideas must
be heard. For example, infrastructure construction usually goes
ahead, but down the line, if not appropriate, service delivery falls
apart. Or inadequate discussion with users means that facilifies
are poorly positioned or the financial expectations of the provider
are not supported. This calls for a shift in focus from immediate
delivery goals toward a longer-term perspective and a recognition
of all the factors that will ensure sustainability.

To improve participation, at the municipal level, it is necessary to
grapple with a range of reasons for inadequate participation,
including:
¢ the perception of government that civil society brings problems
not solutions;
e the perception that participatory processes take too much
fime and hold up delivery;
o |ack of skills to facilitate meaningful engagement with users;
o fime constraints and work pressures; the time and resources
required are not factored into the job, so it is seen as an
unwanted addition;
e poorly functioning ward councils;
e ill-informed councillors and lack of communication between
them and officials, resulting in mixed messages; and
¢ |ack of credibility of councillors.

Poor facilitation of participatory processes can be disastrous,
resulting in false expectations, miscommunication and increased
frustration of participants.

Facilitation is a skill. It is vital to ensure that councillors, community
representatives and the responsible officials are committed to
participation and that they acquire these skills. To be able to
commit, they first need to fully understand the value of participation.

1.3 Public education on service provision and processes is essential
to improving users’ understanding of both their rights and
responsibilities.

The cases show that public education around service provision
and processes is needed in order for local stakeholders to build
their understanding of their rights and reciprocal responsibilities.
It is only when participants are well informed that any meaningful
agreements and decisions can be reached.

Councillors have a particular role to play in ensuring informed
decision-making and bridging of the communication gap between
the municipality and the public. Too many councillors fail to engage
with their constituents or share information. Councillors are the
elected representatives of their people, but all too often see
themselves as more accountable to their political principals than
to the people who elected them. Equally, they are often the ones
responsible for raising false hopes and making decisions that are
technically unsustainable in order to curry favour.



1.4 A new style and approach to managing water at the local level is key to identifying and
implementing sustainable solutions.

The WD-SA process illustrates how to create a forum for participation and learning amongst
stakeholders. A new style and approach to managing water services is needed: a style that draws
on the experience, expertise and perspectives of stakeholders, and is driven by agreed governance
values, making it possible to take into account the rights, economic realities and location of users,
as well as the geography and availability of water. This is particularly important in deciding on
workable solutions and the ongoing management of water services at the local level.

Proposed actions

Proposed action: New initiatives should be instituted that recognise that participation is an ongoing
process, such as the Citizens' Voice project and regular local dialogues. These processes demonstrate
how to leverage participation for collaboration, improved delivery, conflict resolution and change:
what was done through WD-SA was comprehensively different from the typical approach of water
practitioners, and can be shared for replication, including identifying training in participatory
methods and facilitation. While ward councillors have an obligation to engage with and mobilise
communities, municipalities need to create space for people at the grassroofs level to engage.
It is evident that many ward committees are noft fulfilling the role envisaged for them, leaving
citizens with inadequate forums for local planning and communication with their elected
representatives.

Proposed action: Water Services Development Plans (WSDPs) should be required to incorporate
planning around public participation, and annual reports must describe how this is carried out on
an ongoing basis.

Proposed action: Municipal Infrastructure Grant (MIG) funding to municipalities that require
capacity mobilisation should be conditional on ensuring civil society oversight of how MIG-related
projects are planned, implemented and maintained.

Proposed action: Training should be rolled out to councillors, community representatives and the
responsible officials. It is vital to ensure that they are committed to participation and acquire these
skills. To be able to commit, they first need to fully understand the value of participation. WD-SA
members (in particular civil society organisations) could assist in identifying, facilitating or undertaking
the training of public participation facilitators.

Proposed action: Initiatives should be supported that promote on-going awareness and provide
education on water services to councillors, users and the public atf large.s

2. Accountability and regulation

We need to consider “enhanced accountability”, which requires systemic changes including
contracts between WSAs and WSPs — or through alternative mechanisms when authority and the
provider are the same; adequate monitoring and flexibility to respond to a changing environment;
and an improved Section 78 process.o

Enhanced accountability also requires that commonly-agreed values inform all practice and that
participation is maximised. Participation by communities in the service areaq, civil society organisations,
municipalities and other relevant stakeholders should happen in a transparent manner in pursuit
of common goals on water and sanitation provision, where the viewpoints of different stakeholders
are sought and respected.

2.1 All providers, regardless of whether they are internal or external, need to have defined
performance objectives, plans and targets specified in performance agreements. Performance
against these agreements must be monitored, and providers must be held to account. Existing
monitoring and reporting processes by different departments need to be streamlined.

Public sector arrangements are often characterised by a great degree of fluidity in planning and
attaining of delivery commitments. More formalised contracts tend to go to the other exireme,
in that they bind parties fo precise commitments and deliverables which often lack flexibility (other
than set periods to renegotiate contractual terms). However, they do force people to establish
a baseline, which is useful in measuring progress.

9AIThough WD-SA is not in the position to endorse any single initiative, CTGA may wish to consider insitutionalising the Councillor
Development Programme initiated by DWAF through Mvula, and localising it through SALGA. The materials could be shared and
training of educators undertaken. Those currently facilitating the programme could assist with awareness/education courses and
fraining of frainers to ensure local ability fo take over.
105ee Appendix 2. Accountability, transparency, and the duty to consult or negotiate with communities and trade unions is not just
contained in this legislation but throughout South African legislation. 16



Community Voices

“We have decided
fo live as we did in
the past life when
we did not have any
water, electricity.
We are not getting
anything from our
government and the
Municipality keeps
on promising
through the
Councillor. The
Izinduna calls only
Imbizos and no
service delivery
meetings.”

Umthimude
community member,
Ugu District
Municipality:
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Whatever the institutional arrangement, it is important that WSPs
are held accountable by clear performance indicators, with roles,
responsibilities and resources clearly assigned. This forces providers
and regulating authorities to create a baseline that serves as a
fransparent measure of service provision. Above all, it is essential
that regular performance assessments are carried out against that
baseline, to track progress in meeting defined objectives, targets
and goals.

In almost all areas, providers referred to WSDPs produced by
consultants years earlier. To be used effectively, WSDPs would need
fo be a living and used plan, info which interested parties make
input and against which they hold municipalities accountable.
One of the reasons many municipal officials did not appear to use
WSDPs actively, was the demands placed on them to respond to
a plethora of reporting requirements. Annual reports against the
WSDPs are equally important to assess whether municipal year-to-
year roll-out of operations is in line with or has diverged from the
municipality’s strategic plans. Without this, five-year plans can too
easily become irrelevant to the day-to-day operations of service
delivery by municipal departments.

2.2 ltis critically important to have effective oversight and regulatory
capacity to manage and monitor contracts and to ensure that
commitments are binding. Without this, any form of delegation or
outsourcing will be risky to the municipality, as it remains responsible
for ensuring effective service delivery.

While municipal officials may outsource to address an urgent
problem, WD-SA research showed the need for caution in how
outsourcing is handled. Using an external contractor may extend
municipal capacity, however the municipality must remain
responsible for monitoring performance and ensuring that services
are delivered effectively.

Unless there is monitoring and enforcement of confracts, they are
unlikely to hold the organisation contracted accountable in the
interest of society, but give a false perception of accountability.
A major concern is that the nominal existence of a regulator can
provide a formal cover for unregulated activity. Effective regulation
requires high-level political support but relative autonomy from
political interference; committed, high calibre staff; and authority
over providers. A common risk is that of a “captive regulator”, in
which the regulator is co-opted to serve other interests.

2.3 Innovative mechanisms are needed for municipal officials to
engage public participation. Government and civil society need
to develop shared expectations and commitments as a basis for
enhanced accountability.

Most municipal officials claim to be supportive of public
participation, but this often masks a dismissive attitude toward
public participation as complicating and slowing down a technical
mission. This stems from the tension between what the policy states
and what the government demands and holds them accountable
for. As a result, municipal communication and interaction with
communities is typically poor, contributing to unsustainable systems.
For example, in most study cases, responses 1o service breakdown
complaints were found to be very slow, if forthcoming at all. Lack
of municipal communication can also reflect a fear of admitting
that systems are not working and having to confront users’ frustration.
Where there is a lack of provider capacity to meet demands,
communication is even more critical.

Until there is some “social compact” on shared expectations and
commitments between government and civil society, municipal
officials may remain fearful or alienated and users may remain
frustrated, dissatisfied or angry. Users need to be part of the planning
and decision-making processes that affect them. Mechanisms
such as a delivery or “consumer charter”, negotiated with users



and then independently monitored, are a starting point for
accountability to take root. The challenge is that providers and
users must feel that expectations are fair in order to be willing
to accept their respective responsibilities. It is difficult to establish
accountability in cases where municipalities lack capacity to
deliver on their legislative responsibilities, and users do not have
an adequate level of service to accept the responsibility to
care for infrastructure.

Users' willingness to embrace their own responsibility is directly
related to the history of the area and culture of participation.
In other words, if people feel involved in service-delivery priorities
and choices, implementation planning and oversight, ongoing
monitoring of the service provision and have a sense of agency,
there is a basis for such accountability. Users’ accountability is
often related to the degree to which they understand how
services work, what their rights and responsibilities are, level of
service provided, their expectations of government nationally
and locally, and how that engenders a sense of ownership and
responsibility in which people become accountable.

Proposed actions

Proposed action: Within the overall Water Services Regulation
Strategy, the work of the South African Local Government
Association’s (SALGA's) benchmarking exercise needs to be
formalised and standards adopted. Parficipating WSAs need
fo establish “independent” compliance units that have the
adequate size, skill, seniority of staff and political support to
operate effectively, whether the municipality is the provider or
not. Lesser capacitated WSAs must monitor their service provision
and be supported to fully take on the regulatory function, even
if incrementally.

Proposed action: Systems to ensure community-based monitoring
should be instituted, as those who are on the ground are best
placed to vigilantly watch and report on what is happening.
These systems must link info municipal oversight processes, in
order to facilitate critical verification processes.

Proposed Action: DWA should explore and consider the
institutionalisation of water committees or other local groupings
such as user platforms when revising the Water Services Act.

Proposed action: Customer or service charters, or preferably
social compacts, should be drawn up between the municipality
and users, in which the rights and responsibilities, commitments
and obligations, of both parties should be spelled out. They
should be attainable and as specific as possible, recognising
that they can be re-negotiated as circumstances change.
Monitoring and regular communication on progress against
these agreements is essential. Mechanisms are also needed to
enforce such charters or social compacts. In particular, redress
mechanisms are critical to ensure municipal responsiveness to
non-compliance.

3. Service levels, financing, and affordability

3.1 The majority of officials and users agreed that operations
and maintenance were a growing problem in most cases.

The political emphasis nationally has been on the extension of
infrastructure for basic water services o meet ambitious targets,
which has been prioritised over ongoing functioning of quality
services.

Community Voices

“Many people died in
the cholera outbreak.
This outbreak cannot
be blamed on the
poor people coming
from neighbouring
countries - it was due
fo lack of proper
water provision and
sanitation services.”

Belfast community
member, Bushbuckridge
Local Municipality
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This emphasis has led to a situation where municipal capacity has not kept pace with the
demand for operations and maintenance to service the expansion of infrastructure and services,
and maintain existing and ageing infrastructure. This has resulted in an increasing operational
backlog and the dire consequence of widespread delivery failures in many areas. So, while the
number of people with access to water services looks impressive on the surface, it is an inaccurate
portrayal of “real” access. In other words, people may have been provided with existing or new
infrastructure that gave them access to services, but these are not being maintained and
infrastructure may no longer be working. Eventually, municipdalities’ failure to attend to maintenance
results in a renewed capital problem of replacing infrastructure.

One of the reasons for the lack of operations and maintenance is that the MIG is only available
for creating basic services infrastructure, but not for operating or maintaining it. Many municipalities
struggle to secure sufficient revenue in support of such activities or find making the choices
around dedicated allocations of Equitable Share income extremely difficult.

It is much easier to access MIG funding and manage an infrastructure contract than to work
out and put in place the staff, resources and finances to operate and maintain. This is one of
the main reasons for the lack of operations and maintenance.

3.2 Many people’s ability to pay for water in a sustained manner is severely limited.
Many municipalities struggle to obtain adequate financing to address backlogs and cover
operations and maintenance costs.

Many municipalities lack a revenue base that enables them to recover costs as the sole and
sometimes even primary means of financing water services.'' Poor people’s ability to pay for
water in a sustained manner is severely limited. It is clear that full cost recovery from such users
is neither feasible nor desirable in such areas, and the shortfall should be subsidised from the
national fiscus.

Where users and businesses are potentially able to pay, municipal systems to bill and collect
are often fairly ineffective. This is due to weak municipal capacity overall, a lack or weakness
of collection systems, and frequently a lack of political will.

Findings reinforced that most municipalities struggle with the challenge of financing services for
the increasing demand and that the appropriate balance of revenue, grants, and subsidies
varies according to the local context. Within a specific local socio-economic context, each
municipality has a different proportion of user income and requires different levels of subsidy.
The means of determining and governing MIG and Equitable Share allocations are critical in
this process.

With the exception of high-capacity municipalities such as the metros, municipal tariff structures
were generally not well developed. Many could not meet the challenge of setting appropriate
tariffs to ensure affordability for basic services, fair revenue from those with higher levels of
service, and discouragement of profligate or wasteful use. A particular challenge is to establish
an equitable tariff for high-end holiday homes with no or low use during a large part of the year.
This indicates that they often lack an adequate overall plan of how to cover even basic
maintenance costs, to cross-subsidise, or to infroduce an affordable first-step tariff. The assurance
of supply levy that is applied by some municipalities has its own problems.

All municipalities, with the exception of Johannesburg, complained that national financing was
inadequate:
® Even with full use of the available MIG, municipalities could not address basic services
backlogs.
® Because the Equitable Share is an unconditional tfransfer, it is frequently not used as infended,
i.e. to fund the recurrent costs of providing basic services, notably water and sanitation.
There appeared to be a direct correlation between the successful delivery of water and
sanitafion and the use of Equitable Share on water and sanitation.
® Especially in cases where the WSA and WSP differ, research shows that Equitable Share was
not always transferred to the provider.
® The amount of Equitable Share is inadequate and “isn't fouching sides”; and efforts to
define who is “poor” are fraught with implementational problems, i.e. both the difficulty
of verifying who meets the criteria and the stigma of labelling people as indigent.

11Some stakeholders suggest that municipalities consider increased charges to agriculture and business as a means of
obtaining revenue to subsidise poor users.
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However, the answer is not in all cases simply to expect greater subsidies from the national
government, since this allows some municipalities to abrogate their responsibilities and simply to
ask government for more funds or Equitable Share, without proper financial analysis and water
management. Some of the failings that require attention include poor financial data and weak
chief financial officers; dismal collection rates from people or businesses that can clearly pay; and
littfle idea of the real costs involved, or of what competencies can assist to do proper costing.

3.3 Municipalities find it difficult to progressively improve service levels, especially once basic
service levels are reached.

People in the case study areas perceive the water ladder, or the idea that people’s service level
will improve progressively over time, to be an illusion. The focus of municipalities studied is on
providing the RDP-standard of service. Municipalities either provide services af this level and lack
motivation for moving past this, or they provide infrastructure in areas where they can most easily
achieve this level of service, potentially leaving areas where the challenge of provision is more
acute and costly. They operate within complex financial and socio-political parameters, influenced
by both national and local dynamics.

In Johannesburg, an intermediate level of service was infroduced fo improve the service level
while remaining affordable. This resulted in problems and became contfentious, as detailed in the
Johannesburg case study. Provincial political players called for the highest levels of service to be
delivered universally across Johannesburg, without taking the financial consequences of this
suggestion intfo consideration. When the municipality retreated from this suggestion, the policy on
providing intermediate levels was replaced with a return to basic levels of delivery.

However, all provision does not meet RDP standards, and once even less than RDP infrastructure
is provided, as is common in informal settlements and rural areas, municipalities typically do not
improve these systems. Language often obfuscates this fendency; for example, the term “basic”
is frequently used to refer to any level of service (although it is specified in the Strategic Framework
for Water Services). This ambiguity has allowed many municipalities to provide below-basic levels
(such as a chemical toilet) and remain under the radar of the national regulator.

Although different circumstances clearly dictate the level of service to be installed, there is a
tendency not to move certain areas or households past this level. Informal seftlements in particular
need a decent service level to be provided in a sustainable way; municipalities are typically aware
of the problem but have made little progress. Short-term fixes usually result in higher costs and
never end up proceeding fully since other unexpected problems arise. The Cape Town case study
on sanitation in informal settlements amply demonstrates the affront to residents’ dignity and the
health risks to workers when “basic” service-delivery levels remain ambiguous.

3.4 Although stakeholders agree on the principle of providing FBW (free basic water), its
implementation is often complex at the local level. Users’ experience in case studies is that this
amount is inadequate for waterborne sewerage.

Users tend to be confused about FBW, both what it is and whether they are receiving if; this highlights
the need for civic education of users. Municipdlities all implement the FBW policy differently. Given
their financial and other resource limitations, some municipalities try to target the FBW allocation
rather than provide it universally. Although at least six kilolitfres per household per month is the
current guideline, many argue that this is inadequate for large households, households with special
needs or households with waterborne sewerage.

It is also important that municipal officials are informed about the FBW policy and how it is
implemented within their municipality. This is the basis of the information they communicate with
users. The many instances of users being confused about the implementation of FBW shows that
officials have failed in their responsibility to their constituents, whether through poor communication
or poor implementation of the policy.
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Confrontative Dialogue

One position:

The starting point ought to be the fact of
South African wealth, not poverty. Water
and sanitation problems could have been
resolved long tfime ago if, for instance,
they had the same priority as the 2010
football jomboree or Gautrain!

The South African Constitution undeniably
recognises the right to water and this is a
right that has to be respected. Municipal
finances do not feature as a major priority
for National Treasury-- pressure has to be
placed on it to review this. Insisting that
municipalities provide more free waterin
instances where they simply cannot is
nonsensical. However, in instances where
they can, the necessary regulation needs
fo be put in place to make this happen.

Another position:

More grant funding is required for
municipal water systems, including larger
national-local subsidies in most
municipalities, and a more redistributive
(steeper and concave) tariff curve within
the municipalities. Such a tariff curve
makes large users pay much more, in part
to achieve conservation and limit future
bulk water infrastructure investment costs.
As it stands, wealthy people barely notice
increases in water price, compared to
poor people who cut back dramatically
when prices rise. And cross subsidisation
should be not only from the rich to the
poor, but also from large industrial and
agricultural users.

How do we ensure affordable water to all?

Free Basic Water of at least 50 litres per person
per day-- with some arguing for considerably
more-- should be provided to individuals, not
to households, given that poor households
tend to be larger. Indigent registers are used
to stigmatise people, divide the community,
and are terribly unreliable given
authentification difficulties. The majority of
people who need free services are often not
registered.

Another position:

Many municipalities need better revenue
collection and management—not only more
funds. Free basic services should be targeted
fo ensure that they reach the most needy
and vulnerable. Universal provision is far
easier to administer, but the cost is enormous,
and requires extensive cross-subsidisation
from large volume users. Arguably, by
targeting free basic water to those who need
it, resources will be released to fund a
significant increase in the amount of water
provided free. Atissue is how to strengthen
cross-subsidy mechanisms without
constraining consumption by big users to the
point that funding to cross-subsidise low
income households is jeopardised.
Particularly in municipalities with a low
revenue base and extensive poverty,
additional subsidies are needed from the
fiscus.



3.5 Most tariffs are poorly formulated and do not reflect real costs, affordability, or water demand
management imperatives.

In many cases WD-SA found that municipal officials could not easily provide the tariff structure
and that Councils simply agreed on an across the board increase in tariffs each year, rather
than revisiting them in any comprehensive manner to reflect real costs, affordability or water
demand management imperatives. Tariffs appeared to be decided in a political or financial
vacuum without reference to social realities. The first block of the tariffs, after the FBW allocation,
was typically high. This arguably undermines the objective of FBW since only those households
consuming six kilolitres per month benefit.

Proposed actions

Proposed action: Water services finances should be ring-fenced for accounting purposes, in
order to determine what the real costs are, and to ensure resources for ongoing operations and
maintenance. These requwe further deliberation to determine how best to tackle the issue.
Implementation of these is dependent on financial capacity and systems in the municipality.”

Proposed action: A municipal financial overhaul should be central to the “Turnaround Strategy”
being initiated by CGTA (if not already planned) in collaboration with National Treasury and
DWA.

Proposed action: Financial management should be a key focus of the Local Government
Dialogues called for by members of WD-SA.

Proposed action: The water sector, under the leadership of DWA and the WSLG Task Team on
regulation and tariffs,® should call a practically oriented “Towards Good WS Financial
Management” workshop. Workshop participants would not only share lessons towards workable
solutions, but also develop positions on equitable tariff setting, implementation and subsidisation
of FBW services, and meeting the needs of the poor (through conditional allocations, financing
asset management and operatfions and maintenance, and financial and billing systems).

Proposed action: Civil society organisations (CSOs) can provide crifical oversight of how local
water budge’rs are allocated, with the aim of ensuring that mumcuool pro-poor infentions become
a reality.“Involving CSOs in tariff determination processes is critical to building the capacity for
more effective local oversight.

Proposed Action: Municipal officials need to be equipped and capacitated to explain and
communicate to users how their municipality’s FBW policy is implemented, both in terms of
method and operational approach. There is no point in rolling out a policy designed to benefit
people, if they have no idea that they are receiving it or how it works. To this end, easily accessible
information leaflets in all the national languages should be developed by CGTA's Free Basic
Services Directorate for municipal officials to use, print and distribute. CBOs, such as churches,
women's groups and institutions, such as schools and clinics, would provide effective means
of reaching and informing the people. The municipality should develop an information strategy,
which is reflected in their scorecard.

Proposed action: Municipalities that are unable to finance universal FBW have attempted
targeting. Overall sefting of appropriate free allocations has been a challenge, particularly to
ensure equity by making a distinction between households with many residents versus those
with small numbers. WD-SA calls for the CGTA’s Free Basic Services Directorate fo convene:

® A multi-stakeholder meeting to discuss how municipalities can provide and fund sufficient
free basic services.”” Targeting and other approaches need to be reviewed.

® A dialogue on the implementation of free basic services for improved implementation and
realisafion of the policies’ aims and objectives.

12 Although WD-SA is not in the position to endorse any single initiative, the WRC and Mvula Trust have
developed an activity-based costing model for rural schemes that could assist rural LMs in this regard.

13This could be convened in conjunction with the WRC and CALS, which have current projects on tariffs.

14 Although WD-SA is not in the position to endorse any single initiative, CALS has developed a budget monitoring tool that could help in
this regard, and CSOs in Cape Town are exploring options for participatory budgeting in light of the additional challenges that climate
chon e brings.
5The C%O meg‘nng convened with DWAF on this matter may serve as a basis for such a dialogue.
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useful?

One position:

The distinction between Water
Authority and Water Provider
derives from the neo-liberal
framework, and hence it is
dangerous to consider such a
distinction as ‘best practice
internationally’. There is a
danger in the WSA-WPA
division that a new logic
emerges: ‘delivery is best left
fo business’, which, by
ideological definition, is
supposed to be the most
efficient. Yet the deregulatory
market logic has failed society,
as witnessed in the current
global economic crisis, as 2008-
09 witnessed crashes of frade,
finance and investment at the
worst levels ever recorded.
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Confrontative Dialogue
Is the distinction between Water Services Authority and Water Services Provider

Another position:

This approach does lend itself
to assigning provision fo an
external provider — whether
another municipality, a water
board, or a private sector
provider - but that's not the
only reason for doing i, and it
doesn't mean that the only
reason you separate WSA and
WSP roles is as a prelude to
privatisation. The main driver
is the simple principle that a
municipality shouldn't be
player and referee, particularly
where performance
objectives aren't clearly
specified and where there
aren't good performance
monitoring and management
systems in place. There needs
to be a clearer separation of
roles. Yes, certainly it can work
if you have a technical
department delivering
services, and then have a
separate body in the same
municipality monitoring
performance. But the
problem right now is that we
have councillors as the primary
regulators at local level, and
that has the potential to
permit all kinds of abuses that
don't necessary achieve good
service delivery on the ground.

Another position:

This separation is the
excepftion rather than the
norm in South Africa. By
focusing on this issue, our
debate becomes polarised
around public-private
arguments. Instead we need
to look at the failure to deliver
and acknowledge that
motivating for a split in
functions is optimistic bearing
in mind the actual capacity
of WSAs to function let alone
function as regulators.



Institutional approaches: back to the research question

Attached is a matrix comparing WD-SA cases, which assists in some assessment of tfrade-offs
between institutional types is included in this report. However, with only one or two cases per
institutional type, it is clearly not possible to compare institutional types systematically.

Some issues related to the management of water and sanitation delivery can be addressed
through a change of institutional form, but many of the systemic problems will persist. Repeated
institutional and policy changes were disruptive to water and sanitation delivery during this
period.

There is great diversity in South Africa, ranging from wealthy areas and informal settlements in
meftros, to medium sized towns, rural and deep rural areas. There is a need to challenge the
perception that there is one model that can meet the needs of all users. There are no pure
models; instead the key o stfrong and accountable institutions is finding the locally appropriate
constellation of different institutional stakeholders, and the correct balance of roles and
responsibilities.

Institutional form in itself is not the main solution. Looking at institutional form through an
ideological lens may result in unambiguous positions, while claiming to be “agnostic” about
the public-private debate may allow actors to bury their heads in the sand. But both approaches
fail to engage with the numerous complexities of ensuring effective service delivery on a daily
basis.

Any decisions requiring institutional change or reform must be based on the evidence of realities
on the ground. When municipalities are well resourced and capacitated, they are able to
deliver services effectively. In this case, the question of alternate forms of service provision fall
away. Yet evidence from WD-SA cases shows that many WSPs are dysfunctional. In this case
there is a need to consider alternative provider arrangements.

4.1 The “nuts and bolts” of service delivery are premised on good management, engineering,
technical and artisan skills — all of which have been identified as scarce. Municipalities often
face human resource gaps, whether management or technical, linked to applied problem-
solving and decision-making.

Whatever the institutional form or the nature of support, none will work if municipalities do not
have the capacity to either function as they should or to develop and improve. From the mid-
1990s there was insufficient capacity to staff municipalities well and to provide extended services.
This has been further exacerbated by the flight of skills; massive municipal reconfiguration
resulting in staff fransfers and loss; inappropriate human resource recruitment and selection;
and weak retention strategies. The establishment of new municipalities and the change from
51 1o 155 WSAs has required enormous capacity at the municipal level. Even with DWAF support,
and its intensive institutional development programme to strengthen fledgling or weak municipall
capacity, human resources and skills development did not keep pace with institutional
development!®

So building capacity is probably the single most critical challenge facing the sector as it underlies
everything the sector does or should do. While skills development and human resource
development have been cited repeatedly as a top priority — in sector fora, provincial Water
Summits, in Parliament and at the recent Municipal Indaba'~ there is a lack of action in
addressing this challenge.

4.2 The lack of an operational distinction between water service authorities and providers in
many municipalities undermines regulatory and other policies that are built on this distinction.

Based on case study findings, stakeholders agreed that there is a need for both a governance
and a provision function. However, the evidence shows that, in most municipalities, the distinction
between WSA and WSP functions specified in Section 20 of the Water Services Act is largely
academic in practice. In other words, there is an assumption that the distinction is in place and
is working, while in reality the distinction is generally not made or is not working. With the
exception of urban areas, there is little distinction between functions.

16 DWAF's programme included deployment to municipalities, hands-on and call-down technical support, programmes such as ISWIP
(Implementing Sustainable Water Services Institutions Program), the checklist to ensure that WSA functions were being carried out and
the development and implementation of municipal support plans.

17 Unfortunately the new SETAs (Sectoral Education and Training Authorities) have not delivered as promised; water has been a secondary
focus in the SETA to which it was forced to move. Although a number of skills-development initiatives are in place, it is wholly inadequate
to meet the immediate and future needs.
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Community Voices

“We do not want
metres installed in this
area. We paid R10 to

Sethabathaba over a
period of time —in this

way, we paid for the
construction of the
dam; there is no way
we are paying twicel
We feel we are even
paying for people in
other provinces. We

should be reimbursed

for the payment we
have made already.
Places like Harrismith
are stealing our
water!”

Thaba Bosiu,
community member,

Maluti-a-Phofung,
Local Municipality
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The distinction between authority and provider assumes that
municipalities have the luxury of sufficient staff with expertise in
water services to run two complementary functions. But many
municipalities are struggling to fill key positions with personnel
with the appropriate competencies to provide water services;
it cannot be assumed that they have the capacity to allocate
separate resources to policy and strategy development and
local oversight.

It is dangerous to base policies or strategies on the premise on
the WSA-WSP distinction operating as intended. The section of
the current local regulatory strategy that is based on this
distinction is therefore flawed and unworkable. The consequence
is that there is ineffective or little local regulation taking place.
Until this issue is addressed, we can expect the poor
accountability of many providers around service delivery to
continue — together with service-delivery protests across the
country.

Most importantly, municipalities need to retain responsibility for
ensuring the provision of water services.

4.3 Processes for informing institutional change lack rigour and
independent as well as public review. Users are rarely consulted,
since this is only required if municipalities move to the second
stage of the Section 78 legislation.

Many municipalities are dysfunctional, which results in weak
problem-solving and an inability to fulfil their competencies.
However, the implementation of the Section 78 process, deligned
to seek an effective internal provider and, if this not possible,
consider an external provider, often lacks rigour, since those
managing the process can make it say what they want. Users
are only consulted if municipalities move to the second stage
of the Section 78 legislation, which frequently does not occur
due to the onerous nature of the process. Furthermore, Section
78 lacks an appeals facility, so it is unclear what would happen
in the event that a municipality consults with Labour or users,
but agreement cannot be reached.

The bulk of entities examined in the WD-SA process have been
through one or more Section 78 assessments to inform the
institutional choices they have made. Stakeholders, including
municipal officials and those from other spheres of government,
expressed concern that the process is not implemented and
enforced fully enough to ensure that institutional choices were
appropriate. Although it legally requires an evidence-led decision,
the intention of the legislation is often abused by officials and
ultimately councils, who are able to manipulate the process to
support their desired outcome. There is a need for enforcement
to ensure that the intentions of the process are respected.

4.4 Excessive institutional upheaval through repeated institutional
change, the formation of institutions on top of failed institutions,
and complex relationships paradoxically undermines the very
service delivery that new institutions are purportedly formed to
strengthen.

Too much change in too short a time overseen by often weak
municipal structures, can see new institutions arrangements
created on top of weak or failing institutions. Entities often seem
to rush into structural institutional adjustment as a response o
major challenges, without adequately considering that critical
success factors might not be in place to support improved
institutional performance. Making a choice to enter info new

18 5ee appendix 2.



institutional arrangements without dealing with issues of internal capacity to oversee and direct
such institutional structures, tends to undermine the very prospects of such institutional adjustments
fo deliver on the targefts that are sef for them.

4.6 Lack of effective follow-through by other spheres of government (Department of Provincial and
Local Government, DWAF and Treasury) in monitoring and supporting institutional innovations.

The support of entities, such as DWAF and DPLG, was seen to be inadequate around processes
of institutional reform. There also appeared to be some relatively complex protocol matters between
municipalities, DWAF and DPLG in relation to institutional change challenges, which tended to
result in slow response times or what appeared to be a shedding of responsibilities. This also affects
enforcement capabilities, with DPLG holding many powers and functions related to enforcement,
while DWAF is responsible for monitoring.

4.7 Governance shortcomings undermine the scope of WSP institutional arrangements to meet
service obligations/expectations, while capacitated governance entities can secure raised
performance.

Municipalities which have placed some emphasis on the capacity of a system of governance to
oversee and direct WSP institutions, demonstrated an ability to secure important service-level

improvements. Those that neglected this aspect also tended to face questionable service outcomes
regardless of institutional type. In particular, the role of WSA arrangements was brought into question
in many case studies, although this could reflect the fact that many of these are in their infancy.

4.8 The scope for private sector performance improvements and innovation is dependent in equal
measure on the actual capabilities of private entities involved, the degree of partnership and input
from municipal structures and the scope for the private entities to secure adequate financial return
from such endeavours. The same points apply to public sector operators’ business model for service
delivery.

The case studies revealed that an active level of partnership and engagement from the municipality
was necessary to ensure that private sector involvement had the potential to generate improved
performance and innovation.

4.9 While institutional arrangements are clearly important, there are core principles that need to
be embraced by any institution in order to produce sustainable, affordable and effective services
in the medium and long term.

Through WD-SA we identified these principles as including:

@ Equity and efficiency need to work hand in hand;

e A developmental agenda that includes public education on water services and water
resources, which will enable ordinary people to participate actively in governance and
in supporting and maintaining effective delivery;

® CBOs’ involvement in some aspects of service delivery is to be valued and encouraged
for its potential to enhance effectiveness and overall community development;'”

® Good pre-feasibility planning and research, so that decisions are well-informed by an
understanding of the context and of their real viability;

® Fair, fransparent and competitive tendering processes to ensure quality, effectiveness and
sustainability where an external option is selected;

® Planning with an understanding of the links between water services and water resources;

® FEffective monitoring and evaluation as a critical element of service delivery, not an add-
on; and

® Redress of past imbalances and inequities needs to remain a main driver behind the
planning of water services delivery and must be supported by an appropriate developmental
paradigm.

Proposed actions

Proposed action: To augment existing skills development initiatives, WD-SA recommends the
following practical programmes to improve capabilities and competencies of water service
provision:
® Implementation of the Japanese model for hands-on practical fraining at municipal level,
for which plans and funding are largely in place; and
e Establisnment of a “school” for Water Services Managers, which provides comprehensive
training across financial planning, asset management, strategic planning, risk management
and so on, through a series of week-long modules every other month. Commitment from
experienced water practitioners has been given.

19 However when CBOs become small-scale independent providers, this principle becomes debatable.
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Proposed action: DWA and other national departments need to develop and strengthen
practical, ongoing, and hands-on-support to municipalities that require assistance® It must be
driven by a long term strategy intfo which short term interventions feed, rather than a myriad
of uncoordinated support activities, and by people with experience turning around operations.
The aim should be to look at the nuts and bolfs of operations fo run and manage water services
in that particular area. Results need to be monitored to ensure that support addresses systemic
problems, while bringing in and mentoring staff in a professional capacity for the long term.

Proposed action: Most municipalities require support to set up simple, manageable systems to
gather and capfture key data on water and sanitation services and finances that accurately
reflects challenges at the local level. In many cases data is presently obtained simply to fill in
reports, and is incomplete or inaccurate. Accurate and appropriate data needs to be gathered
on an ongoing basis as a foundation for planning and monitoring.

Proposed Action: DWA and CGTA need to ensure there is the necessary technical support and
expertise available, before rolling out such policies. Otherwise poor decisions only exacerbate
the problems, needing even greater energy, time and resources to rectify.

Proposed action: Municipalities should be required to consult with users alongside Labour in the
Section 78 process. As it stands, municipalities are only required to consult with Labour in deciding
on the provider; the interests of users only have to be considered if the municipality opts to
conduct the second stage of the Section 78 process.

Proposed Action: WS Regulation Strategy needs to cater for the fact that regulation is not taking
place as it should at the local authority level, due to the lack of any real operational distinction
between WSAs and WSPs. Municipalities that can perform the task need to formally account
for monitoring on a regular basis.

Proposed action: The sector should engage with the “Turnaround Strategy” and discussions on
the Local and Provincial Government White Paper, to ensure that policy changes are based
on what is workable and build on existing capacity, even if it means reconfiguring the provider
areas of jurisdiction and incorporating under-capacitated municipal water services. In making
these decisions, a long-term vision is necessary, which places the water supply and sanitation
provision in the municipal domain at the level closest to the people, which can be achieved
over time. Decentralisation is endorsed, but water services functions can only be transferred
where there is assurance that services can be provided in a sustainable way. In contrast to the
common complaint from municipalities about “unfunded mandates”, funding must follow
function.

Proposed action: A far-reaching review is needed to assess whether some consolidation of
water services provider functions is warranted across some municipalities, in order to make
optimal use of scarce skills and resources. Water boards are necessarily the most appropriate
agency to fill the gap that evidently exists, given the limited experience of the majority in retail
service provision.

20
27 Municipalities are presently benefiting from Siyenza Manje and the Young Professionals
programme and the current support to turn around Waste Water Treatment Works.



Conclusion

Findings from The Water Dialogues-South Africa bear testimony to the challenge of getting water
to poor people on a sustainable basis. WD-SA stakeholders grappled with research intfo the many
complexities of water services at the local level. By articulating the challenges of local level
realifies, by using confrontative dialogue to unearth conflicts, and by reflecting areas of mulfi-
stakeholder consensus, WD-SA has created an important foundation for new directions in the
sector.

The water and sanitation sector is clearly at a crossroads. The findings and proposed actions
detailed in this report, and the very experience of dialogue on which it is based, are crifical to
the future of service delivery in South Africa.

More generally, dialogue and action are essential to ensure that the relationship between the
state and its citizens has the integrity required to create a better future for all who live in South
Africa.

“South Africans are standing at a crossroads. Each of us—
civil society, business, and government—must choose how
we walk forward. Though the steps we choose to take, we
will build our future.”

The Dinokeng Scenarios
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Case Study Summaries

By their very nature the following case study summaries cannot provide a full reflection of the
complexities and richness of WD-SA’s qualitative research. Readers are strongly encouraged

to refer to the full case study reports on www. waterdialogues.org and to use the full reports for
any citations.



