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Policy Principles and Implementation Guidelines for Sustainable Services
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Rationale for involving the private sector

The challenge of water supply and sanitation

Water is essential — to human beings as well as to life and
nature itself. Water is essential not only for survival, but also
for environmental and physical health, for social stability and
economic growth.

Nice words — but utility managers in developing countries and
countries in transition have to cope with other challenges:
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Only a question of funds and investment?

Without doubt, lack of funds and investment is a bottleneck to
improving and expanding services.

But this falls short of really tackling the problem. In many cit-
ies, municipalities and countries around the globe, the state-
ment “water is not scarce but simply managed badly” is pain-
fully true.

Fast-growing small towns and urban areas overstrain water
services, leaving people without safe water. At a global lev-
el, more than one billion people are affected and more than
2.6 billion have to live without adequate sanitation. The
challenge is to provide safe water and sanitation for all.

Where water supply is in place, infrastructure and services
are often unreliable or even eroding; maintenance is spo-
radic. Large quantities of the drinking water entering the
grid are lost or otherwise unaccounted for. The challenge is
to make services reliable and efficient.

Beyond basic availability, water scarcity is increasingly be-
coming a question of quality. In developing countries, 90%
of the wastewater from human settlements and industry are
discharged into rivers and lakes without any treatment. The
challenge is to stop the deterioration of water resources
quality.
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Attempts to manage water wisely are frequently derogated
through operational inefficiency and lack of managerial ac-
countability, through undue political interference, overlapping
institutional responsibilities, lack of appropriate legislation
and its enforcement.

Needless to say, this seriously limits opportunities to attract
new investment.

Poor commercial
discipline

Main elements for
sustainable water and
sanitation services

Partnerships with the private sector:
one option to cope with the challenges...

Governments’ endeavors to turn underperforming utilities
into sustainable service providers may—as one option among
others — benefit from involving local, national or international
private sector expertise.

However, experience throughout the last decade shows how
difficult change processes in the water sector tend to be: fric-
tion between partners and stakeholders over priorities and
means, lack of clarity about roles and responsibilities, or ma-
jor concerns about private involvement often result in high
transaction costs and hamper success.

...but good governance is key

These critical lessons learned demonstrate the need to focus
on governance as a decisive element for successful change
processes and sustainable Public-Private Partnerships (PPPs)
for three reasons:

Sustainable water
and sanitation services

Economic
Self-financing services,
efficient and effective organization

Environmental
Balanced water abstraction,
efficient water use, sanitation coverage

Social
Equitable access for all,
satisfied consumers, motivated workforce

Firstly, good water governance makes actors more account-
able to water users. This will help not only to improve serv-
ices but also to secure customers support for change and
for a PPP approach.

Secondly, good governance clarifies roles and spheres of in-
fluence between policy makers, administrations and service
operators during the life-cycle of PPP processes, and there-
fore strengthens service effectiveness.

Finally, good governance makes an operator more reliable
and predictable, and therefore more attractive for invest-
ment capital.

In order to improve water governance and to support the
design of effective PPPs, decision makers, actors and other
stakeholders require clear and transparent guidance, which
—until recently — was nonexistent.

This gap is now being addressed: the Policy Principles and Im-
plementation Guidelines will support all actors with practical
but nonprescriptive guidance.




The “what and how” of Public-Private Partnerships

Enabling successful change processes

Striving for reliable partnerships and good governance in wa-
ter issues will lay the foundations for an effective PPP and for
sustainable water services. One might assume that promoting
strong partnerships would be too long-term oriented, costly
and very demanding. To some extent, this may be true at the
beginning — but at the end of the day, you will be far better
able to cope with challenges if sound, reliable and unambigu-
ous relationships, institutions and processes are in place.
That is exactly what the Policy Principles and Implementation
Guidelines presented here aim to support.

Policy Principles

Framework for sustainable partnerships

The Policy Principles are a dialogue and negotiation framework
to shaping political, social and institutional environments
conducive to effective and equitable Public-Private Partner-
ships. To this end, the Policy Principles identify common basic
values, key factors and role descriptions as the starting point
for the paticipatory dialogue.

How to apply

The Policy Principles support participatory process leading to
a common understanding and approach to Public-Private Part-
nerships or reforms based on public service delivery. Provid-
ing the agenda for a participatory dialogue, they can be used
as an instrument for self-regulation by encouraging all parties
—public, private, civil society and consumers —to negotiate the
appropriate level of commitment in their specific situation.

Who the Policy Principles are intended to serve

The Policy Principles are written for decision-makers in gov-
ernments and water administrations, executive-level industry
representatives, public service operators, development agen-
cies, investors, financing institutions, donors, and key NGOs.

Implementation Guidelines

Manual for sustainable water services

The Implementation Guidelines turn the key factors identified
in the Policy Principles into concrete activities and measures
for PPP processes at the operational level.

Besides focusing on the main process, which defines the core
activities on the operational side, the Implementation Guide-
lines pay equal attention to the regulation level while at the
same time covering the support process. The later account for
important issues such as the design and execution of stake-
holder cooperation, communication, and capacity building.

How to apply

The Implementation Guidelines are designed as a hands-on
manual, outlining best practices for cooperation between all
actors concerned in the various phases of project develop-
ment and day-to-day business. They highlight options and
identify pitfalls to be avoided — without being prescriptive in
any way. The Implementation Guidelines are ideal for use as
checklists in performing due diligence reviews of planned or
ongoing projects.

Who the Implementation Guidelines are intended to serve
Given their action-oriented character, the Implementation
Guidelines are intended to be used by staff from public ad-
ministrations, regulatory authorities, operators, development
agencies responsible for preparing and implementing a PPP,
donors and investors, water professionals, and consumer as-
sociations.
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More information, best practices, and additional tools

For those looking for more detailed information, checklists,
best cases or more detailed guidance on specific topics, an
online ToolContainer features valuable content developed by
third parties.

This ToolContainer is continuously being updated with the lat-
est products; all of them linked up with the key factors they
address and the phases of the PPP process they support.

Access to the ToolContainer following the link on
www.patnershipsforwater.net
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Ensuring success in public and private service delivery

Ten key factors for achieving good water governance

In a nutshell, the key factors cover the most relevant dimen-
sions having an effect on the performance in governance. Here
you get a first impression about the content of this “back-
bone”-elements; they are extensively described in the Policy
Principles and Implementation Guidelines.

Poverty responsiveness

Running a utility does not address poverty issues per se.
However, the delivery of basic services rather requires ex-
plicit efforts by governments in respecting the needs of the
poor in project development and designing effective sup-
port mechanisms, like smart subsidies, to ensure afford-
ability.

Water resource protection

Sustainable water and sanitation services should follow the
concept of Integrated Water Resources Management. Sub-
sequently, respecting the limits and protecting the quality
of water resources available through a systematic assess-
ment of the environmental impact of planned activities and
investments is required.

Power-balanced partnership

Successful partnerships rely on a balance of power and ca-
pacity among the contracting parties. Beyond that, enabling
further stakeholders to effectively play their roles in the sec-
tor is key for successful and accepted processes.

Shared incentives

Taking into account the range of stakeholders and their ob-
jectives demands expectations and interests to be made
transparent. From this starting point common goals can be
identified, incentive mechanisms that link the interests de-
signed and possible adverse impacts addressed.

Transparency

Transparency plays a crucial role in making partnerships
work and holding actors accountable. Countering corrup-
tion and bribery depends on transparency as an indispens-
able precondition. Linchpin for transparency is access to
information.

Accountability

Governmental institutions, the private sector and civil soci-
ety organizations must be accountable to their institutional
stakeholders and to the public equally. Accountability can-
not be enforced without transparency, the rule of law, and
effective oversight.

Customer focus

Customers as actors with rights and obligations are only
willing to pay if they perceive both service level and quality
to be adequate. Subsequently, striving to serve customers
and responding to their requests is key.

Result orientation

Agreement on overall goals and priorities allows using
result-driven steering mechanisms. This will provide scope
for innovative and efficient approaches. Distinct measure-
ment criteria and agreed adjustment processes in changing
environments provide the base for effectively achieving the
goals.

Shared incentives

Proactive risk management

Exposure to and management of commercial and noncom-
mercial risks strongly influence prospects of success. A risk
culture that identifies the risks, allocates them appropri-
ately and uses effective mitigation strategies significantly
improves the risk profile.

Sound financing mechanisms

Self-financing water and sanitation services are at the core
of sustainable services. The focus must be on financially
appropriate systems and service levels, as well as on favor-
able financing architecture.

Assessment A: example for good performance
Assessment B: example for modest performance

Sound financing
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Proactive risk
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Visualizing performance in water governance
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Policy Principles and Implementation Guidelines for PPP in Water Services

Instruments for mitigating risks and reducing transaction costs

you are

a municipality official

You have to comply with regulations, no doubt. But is that
enough to cope with the challenges of sustainable water
services? Are you considering PPP as a worthwhile ap-
proach?

Here you will learn how PPP can help to improve the utili-
ty’s results in financial and technical terms, including how
you as manager of the PPP process can get there and build
strong coalitions to shape water services.

Besides, you also need sound contracts and effective mon-
itoring — and the instruments provide guidance for this,
too.

a financial professional

You know from first-grade economics: if it doesn’t cover its
costs, a service is not sustainable.

Although facts remain facts — perceptions are reality. And
consumers’ perceptions may differ from what economic ra-
tionality tells you. Without water users’ support, your calcu-
lations will never work out.

Here you learn to bring perceptions and facts together. So
that consumers cover the costs — and get value for what
they pay.

an NGO or union servant

Enabling safe and affordable water for the poor and pre-
serving the rights of employees is your special concern.
Here you can explore ways to overcome debates about PPP
through effective cooperation — in the interest of your con-
stituencies, to protect water resources and to foster sus-
tainable services.

And you get a tool that brings together the design of cost-
covering tariffs and the implementation of effective poli-
cies in favor of the poor.

a utility manager or private operator

You know water supply and sanitation is all about pipes,
pumps and valves. And what about customers? They could
not care less, you might assume; all they want is water from
the tap. — Or is not paying the bill their way of telling you
they do care, after all?

Here you learn how a PPP can contribute to improve cus-
tomer satisfaction.

And you will learn why you need stakeholders’ support to
make things happen. The instruments show you how to get
there.

a politician

As a politician you remain responsible for providing reliable
and affordable water services for all, including the poor.
Here you learn that PPP can support you in this, and how
the public partner can play its role as a reliable partner if
PPP is to show results.

The instruments also outline the need to look after the
interests of the poor by indicating how to bridge the gap
between affordability and full cost coverage.

a consumer
As a water user — household, industry, business — you are
more than just a receiver of services.

Here you will read about your rights as user: to be well in-
formed about service development and distribution; about
suitable ways of following up your complaints.

But you will also learn what goes on behind the scenes:
that it costs money to bring water from the source to the
tap and how the service level you demand can influence
the cost.

Further information
For further information please contact the members of the steering committee:

Frangois Miinger, Swiss Agency for Development and Cooperation
(francois.muenger@deza.admin.ch)

Martin Weymann, Swiss Reinsurance Company
(martin_weymann@swissre.com)

Dieter Rothenberger, Swiss State Secretariat for Economic Affairs
(dieter.rothenberger@seco.admin.ch)




