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EXECUTIVE SUMMARY

Lagos Water Crisis: Alternative roadmap for public water sector points the way out of the
water crisis in Lagos. It reviews the impact and reasons for the failure of the current water system,
providing models from around the world for adaptation to the Lagos context, and makes specific
recommendations that can be implemented by the Lagos State Government and Lagos State
Water Corporation over the short and long term. This way forward will ensure a well-functioning,
democratically governed water system in Lagos.

Health and economic toll of Lagos water crisis

Lagos is surrounded by water from the Gulf of Guinea to the polluted Lagos Lagoon. Provision of
adequate potable water to its over 21 million residents remains a huge challenge. The Lagos State
Water Supply Master Plan estimates daily water demand in the city at 540 million gallons per day
(MGD) and production by the Lagos State Water Corporation (LSWC) at 210 MGD. Acute water
shortage in the state has affected all aspects of daily life in Lagos, particularly for low-income
people. The dire situation has compromised sanitation and public health. In addition, the high cost
of sourcing water has further impoverished Lagos residents.

Roots of the crisis

The Lagos water crisis does not have a single cause, but rather a number of primary drivers.
These include:

1. Ageing and insufficient water infrastructure.

The two major water treatment plants in Lagos, lju and Adiyan, produce 70 percent of water for
Lagos, but both are in disrepair and neither is functioning at highest capacity. Electricity supply is a
problem as the Akute Power Plant, which is meant to supply the waterworks, has also suffered
stoppages and underproduction. Likewise, the network of water mains and service lines in Lagos is
inadequate to serve the large city population. Fewer than 10 percent of households have
connections and fewer than 30 percent of people have access to community standpipes.

Even these connections do not always provide an active water flow.

2. Decades of policies that did not work.

The policies pursued in Lagos since the late 1980s have failed to expand and update this ageing
infrastructure. These policies have largely promoted privatisation, lately in the form of “public-
private partnerships,” or PPPs. Worldwide, PPPs have repeatedly failed to provide needed
investment and have led to skyrocketing rates, job cuts, and other anti-people practices.
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In Lagos, the influence of international financial institutions and international donors with a pro-
privatisation approach, notably the World Bank Group, have led to the stagnation and deterioration of
Lagos' water infrastructure. The World Bank Group has encouraged PPPs and other forms of
privatisation despite ample evidence of the failure of these approaches. The failures outlined in this
document are also emphasized by Public Services International (PSI) General Secretary

Rosa Pavanelli, in her January 2016 letter to Lagos State Governor Akinwunmi Ambode.

Lagos officials have also adopted this approach. Over the past decade, Lagos State decision-
makers have attempted to address the water crisis by implementing policies at various levels that,
like the World Bank Group efforts, facilitate private sector participation in the water sector. The
hope behind these policies is that private corporations would contribute capital and expertise to
Lagos' water system. However, these strategies have failed.

Today it is evident that Lagos decision-makers have devoted substantial effort, time, and money to
pursuing private sector “partners,” which has prevented the adoption of policies capable of
expanding access to safe, affordable water.

3. Inadequate budget allocation.

The budget allocation must be drastically increased to expand access. For years, the Lagos State
budget has not provided adequate funding for maintaining and expanding the water system and
resolving the Lagos water crisis. According to the Lagos State Water Supply Master Plan, US$2.5
billion is required to achieve needed access, beginning with US$737.66 million in the 2010-2016
period.

4. Failure to ensure meaningful public participation.

No state agency, nor the LSWC, has established formal mechanisms for meaningful public
participation, such as water board, citizens' utility board, participatory budgeting, or social dialogue
process. This absence means that there is no regular, formal channel for Lagosians to actively and
meaningfully participate in water provision policy. Indeed, officials have sought Lagosians' assent to
plans and priorities of the LSWC and World Bank, rather than ensuring active, free, and meaningful
participation that could guide or shape water policy.

5. Poor labour practices.

Currently, there are no effective channels in place to allow workers to give input on issues affecting
their work and work environment or to raise grievances. This has resulted in conditions that hurt
workers as well as the water system. The system is understaffed and workers lack appropriate
tools and training to excel at their jobs.
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6. Regulatory failures.

Serious questions have been raised relating to failures of regulation governing water sector activity
in Lagos, including both the efficacy of regulators and the enforcement of regulations. Specifically,
the water crisis in Lagos is exacerbated by the fact that the Lagos State Water Regulatory
Commission (LSWRC) has conflicting mandates, has been largely inactive, and is, like the LSWC,
charged with securing private sector involvement. Additionally, questions have been raised as to
whether procurement within the LSWC is transparent and competitive.

What Lagosians need

Interviews with Lagosians show that leaders and community members alike want a system that
upholds the human right to water while integrating broad public participation in decision-making.
The idea of water privatisation is roundly rejected by civil society, community members, women's
groups, as well as the labour unions. The change that Lagosians have asked for is possible. In
order to chart a way forward for Lagos, we can look to international models and adopt those that
hold promise to effectively reverse the water crisis. We should avoid adopting the international
model that has largely failed - PPPs.

International lessons for Lagos

Examination of public water successes provides many lessons and models of how Lagos could
reinvent public water to bring an end to the water crisis. Governments worldwide have maintained
or taken back public control of their public water systems. Their successes depend on innovation
and reforms in a number of areas and include several aspects of successful water systems, such
as funding mechanisms, budgetary allocation, democratic oversight and accountability, affordability
and rate structure, civil society engagement and coordination, public-public partnerships (PUPS),
and others.

1. Reinventing public water is possible.

There are many examples of effective and efficient public sector water and sanitation services in
developed, transitioning, and developing countries. In fact, the most prominent examples of efficiency
are often found in the public sector, not the private sector. For example, public operator Phnom

Penh Water Supply Authority (PPWSA) increased coverage from 20% to 90% in less than 20 years.

2. Reinventing public water is preferable.

The international experience shows that public operations enjoy a comparative advantage over the
private sector in relation to promoting universal access to water and sanitation. Unlike the private
sector, the public sector is not subject to the profit maximisation imperative. This gives public sector
management the flexibility to maximise the reinvestment of resources into the system for the
achievement of social objectives such as the expansion of service coverage.

8 LAGOS WATER CRISIS: ALTERNATIVE ROADMAP FOR WATER SECTOR



Proponents of water privatisation make enticing promises, but the industry has a
poor track record of delivering on those promises. One of these promises is that of
superior private sector efficiency. Numerous international studies have
demonstrated that there is no evidence that the private sector is more efficient.
Another promise is that the private sector will raise money more cheaply than
government, but experts have found that in most cases, government borrowing is
less expensive.

3. Using public finance is preferable.

The public sector has better access to loans and other forms of infrastructure finance, as it pays
lower rates of interest than the private sector. Public financing is the main source of financing for
water and sewage infrastructure in the world, currently and historically. There are a number of tools
for public finance available to all levels of government, including concessionary loans, municipal
bonds, revolving funds, and public banks.

4. The human right to water must be protected and fulfilled.

Financial sustainability is important, but states must also protect and fulfill the human right to water,
as recognized by the United Nations. The human right to water requires, among other things, that
drinking water be affordable and accessible and that water governance include active, free, and
meaningful public participation. Publicly owned and run water utilities with transparent governance
and citizen involvement are best positioned to fulfill these requirements because they can place the
needs of residents first.

5. Public collaboration delivers the needed capacity, while competition does not.

PUPs are collaborations between two or more public authorities or organisations. Based on
solidarity, they are formed to improve the capacity and effectiveness of one partner in providing
public water supply and/or sanitation services. The absence of commercial considerations allows
public partners to reinvest all available resources into the development of local capacity, to build a
mutual trust which translates into long-term capacity gains, and to incur low transaction costs.

6. Re-establish public commitment to serve public interests, instead of giving up
responsibility.

Public water requires political will and well-informed leadership in order to develop water systems
that are beneficial to the people.

LAGOS WATER CRISIS: ALTERNATIVE ROADMAP FOR WATER SECTOR 9
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7. Reinventing public water is good for democratic governance.

Public operators are able to strengthen transparency and accountability through the adoption of
advanced forms of demaocratisation and public participation. Examples of democratic governance
include labour-management cooperation, social dialogue, participatory budgeting, and popularly
elected deliberative bodies.

8. How Lagos public water can become world class.

LSWC should be reformed radically while retaining full public ownership and management to avoid
the problems of water privatisation and PPPs. While Lagos citizens are not satisfied with the current
situation, and understandably so, a reformed public LSWC could become world class by adopting the
best practices from successful public water utilities in the Global North and South, strengthening its
management and operations through PUPs and international solidarity, and strengthening decision-
making through demaocratic governance.

The way forward in Lagos

A number of reforms within the Lagos State Water Corporation and at the level of state policy and
budget can ensure Lagos is able to establish a position as a leader for affordable, accessible, and
democratically accountable water provision.

1. Protect and fulfill the human right to water as an obligation of the government, representing
the people.

The Lagos state government can affirm its commitment to the right to water through a strong
resolution by the State House of Assembly and by ensuring adequate public funding and
democratic oversight to meet the water needs of all Lagosians.

2. Reject all forms of water privatisation, PPPs, and commodification of water, revising laws
accordingly.

Officials and the leadership of the LSWC must acknowledge that PPPs are a form of privatisation
and promise to reject all forms of privatisation, including public private partnerships. Officials must
review and revise all pro-privatisation policies and laws for the water sector that currently promote
PPPs or outright privatisation of water to ensure Lagos does not enter into harmful PPP
arrangements or traditional privatisation schemes likes concessions. Instead, plans and legislation
should include strategies for public funding and financing, as well as effective democratic
governance, as laid out in this document.

LAGOS WATER CRISIS: ALTERNATIVE ROADMAP FOR WATER SECTOR



3. Increase budgetary allocation to the water sector.

A consistent and adequate budgetary allocation to the water sector will allow the attainment of
universal access that Lagos residents deserve. An adequate budget for LSWC could be achieved
with a mix of resources and approaches, including:

a. Equitable and innovative taxation.

b. Innovative tariffs that ensure water is affordable to all while generating needed revenue.

c. Designating bond funds from the recently approved N500 billion bond issue for use in the water sector over
the next five to ten years.

d. Replicating proven public financing models from around the world.

4. Integrate broad public participation in developing plans to achieve universal access to
clean water.

Lagos officials should institute formal channels for citizen input and oversight to ensure all
Lagosians have a say in water policy. We recommend the formation of a deliberative body with
elected members with proportional representation from each local government area.

5. Ensure a focus on public financing and democratic governance of water is reflected in any
projects funded by international financial institutions or international development
funds.

Lagos officials should certify that projects funded by or carried out with international funders are
driven by the priorities of local people, and ensure public control of water by rejecting PPPs,
concessions, or other forms of privatisation. Officials should reject hidden conditionalities that
promote private sector participation in water.

6. Improve labour relations in LSWC.

The Lagos State Government must ensure LSWC workers have effective formal channels to raise
workplace issues with management. Worker-management cooperation should allow workers to
participate in making decisions, thus bringing the knowledge and expertise into rebuilding a strong
LSWC. Workers should also be able to address grievances without fear of retribution.

7. Pursue Public Public Partnerships (PUP).

The Lagos state government should immediately set up a task force to explore opportunities
available in PUPs.

LAGOS WATER CRISIS: ALTERNATIVE ROADMAP FOR WATER SECTOR 11
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8. Promote good governance and eliminate corruption.

Lagos State Government should promote good governance at the LSWC. There should be
accountability for all public funds invested in that agency, including assurance that procurement
rules, labour contracts, and fund disbursement are carried out fully and in accordance with the law,
and with full and complete transparency.

Ending the Lagos water crisis

Lagos today has a water system that falls far short of covering the entire population of the growing
city. However, we have the knowledge and the resources to repair the damage done by failed
policies and turn a new corner. If Lagos officials listen to the people and respond to their demands
by rejecting PPPs and committing to adequately funding a democratically accountable public water
system that works, we can end the crisis together.

Leszand
—— AR RIARE
| WWSTER BQDT

LAGOS STATE MAP
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HEALTH AND ECONOMIC TOLL OF LAGOS WATER CRISIS

Lagos is the most populous city in Africa and the centre of economic activity in Nigeria. With a
population of over 21 million people and growth rate of 6 to 8 percentannually, the United Nations
(U.N.) recently estimated that Lagos will become the ninth largest megacity in the world.*

Currently, Lagos accounts for over 60 percent of industrial and commercial activities in Nigeria, and
has been able to diversify its economy from oil revenue handouts from the central government.’
Lagos generates over 75 percent of its revenue internally, and in 2010 its GDP stood at US$80 billion,
making it the 11" largest economy in Africa. Lagos' economy ever since has recorded steady and
exponential growth.’

Lagos is surrounded by water from the sea and lagoon. Yet provision of adequate potable water to
its over 21 million residents has remained a huge challenge. The Lagos State Water Supply Master
Plan estimates daily water demand in the city at 540 million gallons per day (MGD) and production
by the Lagos State Water Corporation (LSWC) at 210 MGD.* However, the LSWC's website lists
total production capacity at only 163 MGD.® By 2020, water demand is expected to hit 733 MGD.*

Acute water shortage in the state has affected a gamut of daily life, particularly among the poor.
Echoing the sentiment of many Lagosians, a resident of Epe in Eredo Local Government

Area, Mrs. Bisi Fasasi, painted a gloomy picture of the water situation in her community. “We don't
have water. There is no water anywhere. Everybody depends on borehole...

We don't have food and water yet they still say we
should come and pay for water.

Then why did we vote for them? What exactly will
government do for us in our community?

We pay for electricity and yet no electricity ...
Government should make water free.

Water is very essential to our daily lives.

We don't want our children to suffer.

Because water and sanitation are two key drivers of
public health, the water crisis’ impact on public health
is dire. Indeed, it puts the state's booming population
at risk of diseases like cholera, dysentery, diarrhea,
and salmonellosis, in addition to escalating cases of
typhoid and malaria fever.

In February 2016, 25 children from Otodo Gbhame,
Ikate Eti-Osa Local Government Area of the state, died
after drinking the community's pathogen-infected water,
according to the Lagos Commissioner for Health,

Dr. Jide Idris.’
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Governor Akinwunmi Ambode
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The dangers include long-term exposure to toxins. In a 2012 report published in Resources and
Environment, some borehole water samples investigated in Lagos were said to contain high
concentrations of heavy metals like lead and cadmium at levels far above the World Health
Organization (WHO) maximum acceptable concentration (MAC).°

Adequate water treatment could help control heavy metal exposure.

Photo Credit: ERA/FOEN

The negative effects of shortfall in water are not limited only to public health. The high cost of sourcing
water has also further impoverished Lagos residents. For most Lagos residents the main sources of
water supply are water vendors popularly known as 'mai ruwa'. The vendors themselves buy from water
tankers or houses that have boreholes and sell at an additional cost to buyers. The price of a 20-litre
keg of water sold by the 'mairuwa’ was N20 before the hike in fuel prices in early 2016, at which point
the prices rose to N50-70.° The average family could use up to seven or eight jerry cans daily which
translates to N10,000-17,000 monthly in a nation where the average middle class family income is
N75,000 - N100,000.* This high price threatens the accessibility of water, which improves the quality of
life and makes citizens healthier for economic activities and development.

The human and economic toll of the water crisis makes it urgent that we find a way forward. To do
S0, we must examine the roots of that crisis and its impact on everyday Lagosians. Just as
important, we must look at positive models from around the world that we may draw on to develop
our own efficient solutions. Together, we can ensure that Lagos water is not only accessed and
appreciated in our city, but also recognized as a model around the world.
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Over the past several decades, expansion of the public
water system has not kept pace with the rapid growth of the
metropolis.

Today, ageing treatment works and distribution systems are not
adequate to serve the population of 21 million.

Here we provide a brief overview of the primary drivers
of the Lagos water crisis. These include:

1. Ageing and insufficient water infrastructure.
2. Decades of policies that did not work.

» The influence of the international financial institutions
and international donors with a pro-privatisation
approach.

« Failed state- and national-level policies that promote
“public-private partnerships.”

3. Failure to ensure democratic governance and meaningful
public participation.

4. Inadequate budget allocation.

5. Poor labour practices.

6. Regulatory failures.

These are the factors that must be addressed and reversed if we are to end the Lagos water crisis
and ensure safe and accessible water for all Lagosians.

1. Ageing and insufficient water infrastructure.

Water treatment

LSWC has reported a total water production capacity of 210 million gallons per day (MGD), but
plant-by-plant figures provided by LSWC list total production as much lower, at 163 MGD." Workers’
reports of power and equipment failures suggest production may be lower still.

According to LSWC, the two major waterworks in Lagos; lju and Adiyan, produce 70 percent of the
water in Lagos. The remaining mini and micro water works make up for the balance.’

e [ju waterworks: Presently, raw water from Odo Ogun (Ogun Intake) at Akute is pumped daily
into lju waterworks for production and delivery across Lagos. When it is working under optimal
conditions and at full capacity, lju can produce 45 MGD. Workers report epileptic power supply
and production well under capacity.

e Adiyan waterworks: Adiyan is the largest water production plant for Lagos, with a listed
capacity of 70 MGD. Here, workers report non-functional pumps and poor power supply.

LAGOS WATER CRISIS: ALTERNATIVE ROADMAP FOR WATER SECTOR 15
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Reported Status of Micro and Mini Water Works
1. Surulere mini waterworks (not functioning)

Ipaja Shasha waterworks (not functioning)
Ikorodu Lagos road waterworks (epileptic)
Shomolu waterworks (epileptic)

lwaya waterworks (not functioning)

Agodo Egbe waterworks (epileptic.
Igando waterworks (not functioning)

Victoria Island waterworks (epileptic)

© ©®© N o g & W DN

Alexander waterworks (not functioning)
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. Ikoyi waterworks (functioning)
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. Victoria Island Annex waterworks (not functioning)

=
N

. Badiya waterworks (collapsed)

=
w

. Amuwo Mile2 waterworks (not functioning)
14. Agric Ojo waterworks (not functioning)
15. Mende Maryland waterworks (epileptic).

Information on status reported by workers who shared
information on the condition they would not be named.
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0 structire at Adiyan Waterworks

e Other waterworks: Expansion of other mini and micro water works spread across the state
has been ongoing for years. Those projects have been mostly stalled and poorly funded.
Whereas no information is available on the Lagos State Water Corporation website as to the
status of these plants, LSWC workers have reported they are either not functioning or epileptic.

Akute Power plant

In 2010, then Lagos State Governor, Babatunde Fashola, commissioned the Akute Power plant,

a pilot public-private partnership (PPP) project built to feed electricity to the Adiyan and lju facilities.
The 12.15-megawatt plant was built by Akute Power Limited, a subsidiary of Oando PLC.® Akute
has worked irregularly, according to staff. The problem of insufficient gas supply to the plant has
also been cited as a reason for the poor or epileptic electricity output.

Distribution network

The network of water mains and service lines in Lagos is inadequate to serve the large city
population. Less than 10 percent of households have connections, with fewer than 30 percent of
people having access to community standpipes.’ Even these connections do not always provide
active water flow.
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According to the LSWC's Master Water Supply Plan, Lagos has 180 km of transmission mains and
2215 km of distribution mains, with fewer than 200,000 connections.’ Mains installed in 1910, 1943,
and 1962 are old and damaged, and do not carry adequate supplies for the dramatically increasing
population in the areas they serve.’In the absence of adequate government investment to provide
adequate water and piping supplies, private individuals have connected to mains with pipes of
uncertain quality and workmanship.’

Along with the installations of the mini-waterworks, additional tertiary distribution networks have
been laid on a continuing basis.’

Other areas are not reached by piped networks at all. The need for connections to the distribution
network far outstrips its actual capacity.’

2. Decades of policies that did not work.

The policies pursued in Lagos since the late 1980s have failed to expand and update this ageing
infrastructure. These policies have been encouraged by the World Bank and adopted by some
Lagos officials.

The influence of international financial institutions and international donors.

The World Bank Group has exercised influence over water policy and projects in Nigeria for several
decades, consistently promoting water PPPs and other privatisation models, even as its own

research has shown a high failure rate for privatisation projects in the water sector.*

World Bank Group projects in Lagos have encouraged PPPs and other forms of privatisation,
contributing to the stagnation and deterioration of Lagos' water infrastructure by inhibiting the adoption
of other, more effective policies.

World Bank Group promation of private sector involvement in Lagos and at the national level
includes:

® |n 1988 and 1999, the World Bank Group's private sector arm, the International Finance
Corporation (IFC), advised the Lagos state government to “reform” the water sector and
privatise Lagos State Water Corporation.”

® Beginning in 2002, the World Bank funded the first National Urban Water Sector Reform
Project, which encouraged water privatisation in the form of a PPP.*

o Although this project failed, some of its central recommendations were included in the
2004 Water Law (see below).”

® More recently, the Second National Urban Water Sector Reform Project (2NUWSRP), a
World Bank-funded US$220 million water delivery infrastructure project in Lagos and
Cross River states, included US$7.75 million toward securing a private sector contract for
the operation of Lagos water treatment works.™ This goal was dropped last year when, after
increasing civil society outcry against a PPP in Lagos, the World Bank decided it was “not the
intention of this project to continue with [the PPP] any more.”

LAGOS WATER CRISIS: ALTERNATIVE ROADMAP FOR WATER SECTOR 17



— Failures of PPP privatisation approach

Additionally, the Public Private Infrastructure Advisory Facility (PPIAF), a World Bank Group trust
fund, has devoted:

? US$365,000 toward “assisting the Lagos State government in facilitating an appropriate market
structure for the private provision of water and sanitation services.”®

? US$461,251 toward “establishing a regulatory framework for privatising the water sector
through a concession contract that transfers more financial and commercial risk to the private sector.

nl7

Various World Bank Group entities have also carried out a number of other capacity-building and
strategic input projects at the national or regional level, with direct or indirect impacts on Lagos.”

While the World Bank has spent millions of dollars pushing PPPs and other forms of privatisation in
Lagos, the state's water crisis has only worsened. The Second National Urban Water Sector

Reform Project was considered only “moderately satisfactory” by the World Bank.** A 2006 report by

the Bank's Independent Evaluation Group showed other projects did even worse, noting the “failure

of the Bank's assistance to the Nigerian water supply sector” over a 25-year period (1979-2004) in
which “seven out of seven projects had been rated as unsatisfactory, with unlikely sustainability

and with negligible or modest institutional development impact.” This is further evidence that a focus
on PPPs has diverted money and attention away from true solutions and spurred the Lagos water crisis.

Failed policies that promote “public-private partnerships.”

Over the past decade, Lagos State decision-makers have attempted to address the water crisis by
implementing policies at various levels that, like the World Bank efforts, facilitate private sector
participation in the water sector. The hope behind these policies is that private corporations would
contribute capital and expertise to Lagos' water system. However, these strategies have failed.
Experience elsewhere shows that private sector participation, or public-private partnerships, do not
bring the benefits anticipated. PPPs are a form of privatisation with a track record of failure to fund
or improve public water service.

A “public-private partnership,” or PPP, is a form of privatisation in which a private, generally for-profit,
corporation takes over some aspect of provision of a public good or service that is traditionally provided by
the government, assuming some level of risk and with remuneration dependent on performance indicators.
Like other forms of privatisation, PPPs are bad for people, water systems, and democracy.

Advocates of water privatisation often contend that private sector involvement will attract funds needed to
improve water systems, but the facts tell a different story.
® The bulk of financing for water and sanitation infrastructure in sub-Saharan Africa has come from
public sources and international aid. Public sector capital expenditures in 2001-2006 were more than
100 times that of the private sector.”

e A 2009 review of 15 years of water PPP projects concluded that "in most of the developing world, the
bulk of the large capital outlays required to expand access in the near future will have to come from
public sources."”

18
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o For example, in neighbouring Ghana, the World Bank supported a failed water privatisation
scheme that handed a contract to manage the water utility to the private operator Aqua Vitens Rand
Ltd. (AVRL), while requiring little capital investment from the corporation. While the burden of
investment was left on the public sector, the contract led to rate hikes and layoffs. Following growing
outcry, at expiry of the contract in 2011, the Ghanaian government did not renew the management
contract.”

® While some PPPs do involve private financing, private corporations always expect to make
their money back plus a profit. That cost is shifted to ratepayers, leading to astronomical tariff hikes in
Manila, Philippines, where rates rose approximately 850 percent under a PPP with Manila Water
Company as the corporation charged households to cover corporate costs including income tax and
promotional expenses.”

While PPPs do not bring the funding desperately needed in Lagos, they do bring other problems:

Corruption. The bidding process for long-term, multi-million dollar contracts is extremely
vulnerable to corruption, meaning PPPs exacerbate the risk of malfeasance.
o Corruption has been alleged in PPPs involving the some of the world's largest private water
corporations.

o In 2015, the former head of Veolia's Bucharest, Romania operations was charged
with bribing officials to grant rate increases. Veolia also allegedly paid media outlets
to prevent negative coverage and hired spies to make sure its own employees kept
its activities secret.”

o In Nagpur, India, multiple corruption allegations have been made against the
private “partner”, a Veolia venture, including an inquiry into charges of accepting
bribes to lower water bills.”

e Job loss. A study of water utilities in 48 countries from Latin America to Africa to East Asia found average
“employment decreases” of 22 percent among water utility workers after a PPP.”

e Threats to democracy and national sovereignty. The private water industry works to roll back
democratic protections.

o Inthe United States, the water industry has supported legislation weakening existing popular
vote requirements before water system sales or leases.”

o0 After Argentina terminated an unsuccessful private water contract, the corporations
brought a case in the World Bank's arbitration forum, and were awarded more than
US$400 million for breach of contract after failing to meet their own infrastructure
investment promises.”

The problems with PPPs and other forms of privatisation mean that more than 180 cities worldwide have
brought their water systems back under public control.*

The failures of PPPs outlined in this document are also emphasized by Public Services International (PSI)
General Secretary Rosa Pavanelli in her January 2016 letter to Lagos State Governor Akinwunmi Ambode.™

Lagos State has taken a number of steps meant to facilitate the failed PPP model here. Despite these policies,
PPPs have not provided the solution to the Lagos Water crisis. A new model is required.
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In 2004, the Lagos Water Law created the Lagos State Water Corporation and Lagos State Water
Regulatory Commission, charging both agencies with securing private investment in water
systems.” The law, “passed secretly and hurriedly by the State House of Assembly without a public
hearing™ created an enabling environment for PPPs.*

The current Lagos Water Master Plan for the years 2010-2020 was developed by the Lagos State
Government, ostensibly to guide its actions and policies so as to bridge the gap between demand
and supply of water in the state. Sadly, the document is heavily skewed towards

privatisation. It calls for almost US$2.5 billion worth of projects to be funded through public-private
partnerships.® In arriving at its pro-private approach to water supply, the document highlighted the
three “vectors” that drive investment in water to include “Population,” “Water Resources,” and
“Willingness to Pay,” without any reference to the right to water, sanitation, or public health.” It was
a document carefully produced to commaodify water and spur profits for corporates and their allies.
The plan is stalled as the PPP approach has failed and expected funding has not materialized.
Failures forced a revision of the original master plan including: “short and medium term phases
extended; total cost increased, total production capacity decreased and distribution networks
planned increased.”™

The 2013 Lagos State Development Plan also fails to prioritize the raising, allocation, and utilization
of available resources, instead prioritizing financing through the adoption of PPPs, stating the
government will “need to implement significant public-private partnerships (PPPs) in the Water Sector
to ensure sufficient private spending for water supply. The State will need to access funding through
concessions and BOOT [Build, Own, Operate, Transfer] PPP contract arrangements across service
areas.”™

A State PPP Office established in 2008 and a PPP bill signed into law in 2011 have not been
successful in improving Lagos' water crisis.* Meanwhile, the privatisation of electricity in Nigeria has
also been unsuccessful at providing reliable electricity to the majority of the people.®

3. Inadequate budget allocation.

An overabundance of faith in the PPP model has meant that Lagos decision-makers have failed to
take the steps to ensure adequate public funding to repair and expand water systems.

For years, the Lagos State budget has not provided adequate funding for maintaining and
expanding the water system and resolving the Lagos water crisis, and the budget allocation must
be drastically increased to expand access. According to the Lagos State Water Master Plan,
US$2.5 billion is needed to achieve needed access, beginning with US$737.66 million in the
2010-2016 period.*

Over those years, the Lagos State budget has fallen hundreds of millions of dollars short of
devoting those funds to water. (The budgets for 2010-2016 included US$334.7 million for Lagos
State Water Corporation, excluding 2011, for which no budget is available at Lagos State Ministry
of Economic Planning and Budget.)
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The budget has fluctuated over those years. While the budget in 2008 included N13.2 hillion for
Lagos State Water Corporation, this declined to N10 billion and N7.9 billion in 2009 and 2010,
respectively. The highest amount included for Lagos State Water Corporation since at least 2008
was in 2012 for N22.8 billion, representing 4.6 percent of the budget. In 2013, the figure dropped to
N20.1 billion, or 4 percent and in 2014, the figure dropped yet again to N19.8 billion, representing 4.1
percent of a smaller overall budget. In 2015 and 2016, the budget included N16.2 billion, or 3.3
percent, and N17.6 billion, or 2.7 percent, for Lagos State Water Corporation, respectively.®”

Adding to this discouraging figure is the fact that LSWC has had repeated difficulty accessing the
funds allocated it in the budget. In June 2016 the new managing director stated that LSWC has not
been able to access funds approved in the budget.”

Far from being a solution to this state of affairs, the PPP strategy officially pursued since 2004 has
failed to secure the tens of billions of naira sought, despite several years of effort. As noted above,
private sector capital outlays in the African water sector are rare. This has been true in Lagos as
officials have repeatedly tried but failed to secure private investment.

Governor Ambode has touted his 2016 budget as “the People's Budget” and has said it is

“tailored towards the realization of our mission of delivering on our promise of 'Lagos Works for all.” *
While the current budget falls short on water, with proper priorities, Ambode's Lagos can work for

all. Lagos State is among the largest African economies, surpassing most of the continent's

nations. The state's internally generated revenue was US$1.3 billion in 2015 and its GDP was
US$90 billion in 2014.” Lagos' economy is growing, and with the appropriate financial and social
policies, the State can fund the water infrastructure needed to ensure all Lagosians have affordable
access to safe water.*

4. Failure to ensure meaningful public participation.

The causes of the water crisis extend to the Lagos State Government's failure to ensure free and
meaningful public participation in water policymaking. No state agency or the Lagos State Water
Corporation has established a formal mechanism for such participation, such as water board, citizens
utility board, participatory budgeting, or social dialogue process. This absence means that there is no
regular, formal channel for Lagosians to actively and meaningfully participate in water provision policy.

Over a number of decades, key laws and policies in the water sector have been pushed through with
apparent disregard for democratic procedure. For example, the 2004 Lagos Water Sector Law, which
explicitly defined the LSWC as responsible for “identify[ing] and implement[ing] projects for the provision
of water services which may be undertaken with private sector participation...””was without opportunity
for meaningful public input.”

The same secrecy and systematic exclusion of civil society participation in water policy have persisted.
In 2015, the LSWC, with funding from the World Bank, instituted a “Stakeholder/CSO Interaction Policy”
that explicitly sought to obtain Lagosians' assent to plans and priorities of the LSWC and World Bank,
rather than ensuring active, free, and meaningful participation that could guide or shape water policy

in Lagos.”
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The policy acknowledged that in Lagos “Water is still widely considered more of a social good
than as an economic good. Consequently authorities believe that raising the price of water or
charging for it where it has been historically free would lead to serious objection or social unrest.”™

However, rather than letting the widely shared public belief in water as a social good drive policy
priorities, the LSWC set out to change that attitude and force a definition of water as an “economic
good” on Lagos people, noting, “This is a challenge that must be faced with a persistent
enlightenment campaign that needs to be supported by the civil societies” (emphasis in original).™
It is evident from this text that officials were not seeking input from Lagosians, but rather setting out
to change widespread beliefs regarding water as a social good. However, Lagosians' “widespread
belief” in water as a social good is compatible with the United Nations' recognition of the “right to
safe and clean drinking water and sanitation as a human right that is essential for the full
enjoyment of life and all human rights.”

Rather than mount an “enlightenment campaign” to change Lagosians' belief in water as a
social good, the Lagos State Government should have instituted formal mechanisms for
democratic participation so people could help shape water policy in the state.

5. Poor labour practices.

Failure to ensure meaningful participation in water system governance extends beyond civil society
to include the very workers who operate, monitor, and repair Lagos' water infrastructure.

Currently, there are no effective channels in place to allow workers to raise grievances or give input
on issues affecting their work and work environment.

In this context, a number of worker concerns remain unresolved:

®* Workers lack the appropriate equipment and tools to do their jobs safely and effectively. Notably,
safety kits are not sufficient for workers to work safely, especially those working closely with
chemicals.”

e Workers face hazardous conditions resulting in injury.

e Control panels at Akute Dam are malfunctioning, constituting a hazard to workers. One
worker recently lost a hand when working with a control panel.*

® Understaffing puts a burden on workers and endangers the system.

¢ Hundreds more workers are required to ensure proper operation of the system.

* AUPCTRE has written to the governor that at the Akute plant, eight workers are doing the
job of 40. This leads to inadequate maintenance, inefficiency, and increased likelihood of
malfunctions, and may expose workers to occupational hazards.®

« Management of Lagos State Water Corporation is seriously indebted to health partners contracted
to provide services to workers. The scheme is funded by LSWC to help its employees, but

the management is indebted to the health partner.® Urgent attention is needed to ensure

regular treatment of workers in the health facility.

Workers require additional training to equip them to operate and maintain the modern

technology needed to bring the Lagos system to global standards.
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® Under prior management, the LSWC failed to remit workers' pension and death benefits (worth
a total of N450,405,030) and to pay pension contributions or insurance premiums (worth a total
of N304,514,974). In 2014, LSWC management admitted failure to pay into workers' pension
and brought to light that the funds had been diverted for at least three years' worth of required
contributions to retirement saving accounts, including money taken from workers' own
paychecks.®

6. Regulatory failures.

Serious questions have been raised relating to failures of regulation governing water sector activity
in Lagos. It is unclear whether regulators are constrained by conflicts of interest in their mission,
and whether the water utility is following regulations in all its activities.

Conflict at the Lagos State Water Regulatory Commission.

The water crisis in Lagos is exacerbated by the fact that the key regulatory agency has conflicting
mandates, has been largely inactive, and, like the LSWC, is charged with securing private sector
involvement.

The Lagos State Water Regulatory Commission was established by the same 2004 Lagos
Water Law as the Lagos State Water Corporation. Its two primary duties are to ensure:

(1) Water and sewerage functions are properly carried out in the state;
(2) Operators in the sector secure reasonable returns on their capital to finance the proper
carrying out of those functions.

Photo Credit} L2 A
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However, these mandates conflict. As we have seen above, the PPP approach, which rests on the
assumption that operations can profit from water system investments, is antagonistic to ensuring
water and sewer services are available and functioning well for all Lagosians. A regulatory
agency's mandate should be limited to ensuring safety, accessibility, and lawful operation of the
systems it oversees, not to ensuring the profitability of private interests.

Although LSWRC is supposed to regulate LSWC, there is evidence of ties between the two
agencies that suggest an appropriate distance has not been maintained between them.

e 1In 2013, the LSWC issued a bid for consultant services to the LSWRC, to be paid from
World Bank funds funneled through LSWC. It is inappropriate for a regulated utility to
funnel funds to the agency in charge of regulating it, and raises suspicions of impropriety.

* One project manager/senior engineer at Lagos Water Corporation held a simultaneous
position as procurement officer for LSWRC.

The lack of clear boundaries between the LSWC and LSWRC, as well as the conflicted mandate of
the LSWRC, has prevented the appropriate development of the water system in Lagos.

Procurement Policies

Questions have been raised as to whether procurement within the LSWC is transparent and
competitive. LSWC officials have made a number of announcements regarding seeking or
negotiation with private actors but have not published information on PPP procurement, raising
guestions about compliance with Nigerian policy of providing for “transparent, efficient, and
competitive procurement procedures for PPP-type contracts” as well as the Lagos State Public
Procurement Agency's objective to “ensure probity, accountability and transparency.”

For example, in June 2016, Managing Director Muminu Badmus stated “LWC has completed
arrangement with investors to implement commercial water distribution kiosk projects as a pilot
scheme to install, manage and generate revenue from the venture.” We were unable to find any
record that a competitive bidding process had been carried out, Request for Qualifications (RFQ)
documents had been published in the media or on the LSWC website, the LSWC had held a pre-
application meeting, or any other steps of the two-step bidding process as laid out in the PPP
Manual for Lagos State.”

Despite the LSWC's central goal of securing a PPP for water in Lagos, there is very little evidence
of the utility's participation in open, competitive bidding processes.

A way out of the failure?

For the last several decades, the policies pursued in Lagos have resulted in a water crisis with
enormous health and economic costs for the city. However, the roots of the failure described here are
not irreversible. By listening to Lagosians' needs and pursuing a new direction in the water sector,
the crisis can be reversed.
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In this section we look at what a cross section of Lagos residents believes good public water
management should look like. In clear terms, most of the respondents want a system that upholds
the human right to water while integrating broad public participation in decision-making. The idea of
water privatisation is roundly rejected across the spectrum of civil society, community people,
women’s groups, as well as the labour unions.
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Comrade Solomon Adeniran Adelegan, President of Amalgamated Union of Public Corporations
Civil Service Technical and Recreational Services Employees (AUPCTRE) argues that the union
has consistently voiced concerns about the false promises of PPP in the water sector “PPP is the
bedrock of corruption, lack of transparency, contract and financial manipulation, poor service quality;
under-investment, and unbearable tariffs that will make water inaccessible to the majority of Lagos
citizens”. Adelegan is not the only one who holds such a view. Idowu Adelakun, Chairman, Nigeria
Labour Congress (NLC), Lagos State Council, asserts that the opposition of the union to water
privatisation is because it “has never worked and it will not work.” He cites the example of the
privatisation of the Power Holding Company of Nigeria (PHCN) as an example, urging us to “see
what we are facing in the country now” in its aftermath.

He recommends that the sure way of providing water for Lagosians is for government to ensure
increased budgetary allocation and accountability. “The money the government puts in must be
accounted for,” Adelakun says, urging proper accountability to avoid past mistakes. “In a situation
whereby the former [managing director of LSWC] spent 16 years there and at the end he cannot
account for anything”. The money from The World Bank and the government must be accounted for.
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Biodun Bakare, AUPCTRE State Secretary, Lagos State Council, also shares this view but is quick
to add that power lies in the hands of the people and workers: “No matter the amount of threat,
workers remain resolute and will keep fighting for the just cause and water cannot be allowed to be
privatized in Lagos State. Because the burden of privatisation will only be on the poor masses.”

Betty Abah, Executive Director, CEE-Hope, pushes her argument

to the realm of human rights, which she says cannot be jeopardized
for profit. Abah insists that, “water is a basic human right ...

a cosmopolitan city like Lagos should be able to provide, if nothing,
something as basic as water to its citizens.” She maintains that water
is basic and should be provided “to the people that live in the state,
to the people that pay taxes, the people from which [Lagos] gets its
resources.”

She further points out that this right is not something that is negotiable,
but, if possible, should be provided free or affordably. “As far as
corporations are concerned, it's all about profits, money. It's not about
human rights, it's not about the interests of the people.”

Olugbemiga Ugbagbor, a community leader from ljede LCDA, rejects
water privatisation outright, drawing a parallel with a PPP
arrangement in the transportation sector which has not improved
service. In his words, “If we now privatise water, only God knows what
will happen. Even the quality of water to be supplied will be
guestionable because any investor will want to maximise profit. And if
there is no water, maybe due to one problem or the other, for a week,
you know the long-term effect of it. The implication is very grave.”

Betty/Abal

Funmi Ajayi from Koshofe area of Lagos also draws a similar parallel between the power sector
privatisation and the likelihood of the water sector privatisation going that way. She refers to the
fact that the Nigerian government had, while unbundling the National Electric Power Authority
(NEPA), created the current Power Holding Company of Nigeria (PHCN). Nigerians were promised
24]7 electricity once privatisation of the sector was up and running. She said, “they privatised
NEPA; now there is no light for us to use. And we are paying exorbitant fees. Now [they] want to
privatise water, which is for common man.”

Vicky Uremma Onyekuru, Executive Director of the Child Health Organization, notes that beyond
the economics, women are likely to take on more burden if the privatisation of water is to occur.
She also frowns at Lagos experimenting with a system that has failed in other climes where it has
been tried.
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Francis Abayomi, Director of the Peace and Development Project, would like to see an increase
in budgetary allocation from the Lagos State government. “I can confidently say that almost 90
percent of residents provide water for themselves by way of boreholes and some other means...
There is a huge gap between what we see as budgetary allocation every year and compared to
what the citizens benefit from in the system ... How much have people benefited from [PPP]
projects before now?”

He goes on to say, “There is no assurance that Lagosians will benefit from what the government is
trying to do [by pushing PPPs].”
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Another resident from Ikorodu, ljede Local Government, Mr. Oluwatosin Onamade simply
described privatisation of water as evil and a plague that will lead to loss of lives. “It is unimaginable.
Water belongs to the community. Without water, you cannot survive and that is why it is communally
owned and managed. During Jakande and Otedola era there was water everywhere. They have not
told us what happened, now they want to infect us with diseases. Privatisation is evil,” he said.

Patrick Olusegun Tinka, who is a pastor and the founder of the Triumphant Foundation for
Widows and Orphans, said, “I'm a Lagosian, I'm from Badagry so | understand what water is to
existence.”

“Where | come from, Badagry, we are used to water, we see water every day. And for [the Lagos
State government] to now come and sell the water that God has given us is abnormal.”

“The pipes they had laid for over 30 to 40 years are there rotting, and the money they collected that
time as due for water works and the rest, where are the money? ... | believe that if government

is sincere in what they are doing, they have other means by which they can provide [water] as a
social responsibility to their citizens.”

“And God himself as the Creator of heaven and earth see clearly that it's good for man to

have water freely and that's why He gave us the example in the book of Genesis where He put four
sources of water into the Garden of Eden, telling us that water is very essential to human
existence. And He also placed water freely underneath the earth for man to use.”

“The PPP on water, as a Lagosian | think it's a sellout, an indirect way of enslaving the people of
Lagos State.”
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INTERNATIONAL LESSONS FOR BUILDING ROBUST
PUBLIC WATER SYSTEMS

This chapter highlights international experiences relevant to building robust public water systems. It
lays out some key principles of best practices and points to case studies where various public
water systems have worked. We describe some exemplary public water system achievements,
including successes with funding mechanisms, democratic oversight and accountability,
affordability and rate structure, civil society engagement/coordination, public-public partnerships
(PUPs), and more. We don't present the cases below as an ideal; instead, we highlight strong
points which we can learn from and consider further exploring.

No public water utility is perfect and success is subject to untiring efforts and renewing public
commitment. The following examples show how, through a combination of in-house restructuring
(public sector reform with no change in public ownership and public control), democratisation, and
public-public partnerships (PUPs), the comparative advantage of the public sector enhances the
realisation of the human right to water and sanitation in both the Global North and South alike.

Key messages:

Reinventing public water is possible.

Reinventing public water is preferable.

Using public finance is preferable.

The human right to water must be protected and fulfilled.

Public collaboration delivers the needed capacity; competition does not.

Commit to serve public interests, instead of giving up responsibility to privateers.
Reinventing public water is good for democratic governance.

How Lagos public water can become world class.

NG A~

1. Reinventing public water is possible.

There are many examples of effective and efficient public sector water and sanitation services in
the Global North and South, judging on various criteria." In fact, the most prominent examples of
efficiency are often found in the public sector, not the private sector.

For example, leakage is often used as an indicator of overall efficiency. Reducing leakage implies
saving on electricity and other costs, and so the lower the leakage level the higher the efficiency of
the utility. When it comes to leakage, the most efficient water operators in the world are found in the
public sector. In the Netherlands, where all water supply operators are publicly owned, leakage
losses are below 6%.” In Japan, where virtually all water supply operators are public, the average
leakage level is 7.5%.° These low levels of leakage are highly unusual under privatisation. In
England, the average leakage level of privatised water companies was around 22% as of 2013.*

In addition, the international experience shows that even the worst-performing public utilities can be
turned around and become efficient without renouncing public ownership and management.
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Case 1: Phnom Penh, Cambodia

The in-house restructuring of public operator
Phnom Penh Water Supply Authority

(PPWSA) began in 1993 after the downfall of
the Khmer Rouge regime.® A drastic
improvement happened in fewer than 15 years.
Originally the improvement relied strongly on
the leadership and commitment to social justice
of the director, Ek Sonn Chan, who was
appointed in 1993.° At the time of his
appointment, only one-fifth of the city had access
to piped water, water flowed only for 10 hours a
day, and more than half was lost through leaks.

In-house restructuring took place in conjunction with a series of public-public partnerships (PUPS)
and twinning arrangements,’ and service coverage increased from 20% in 1993 to 70% in 2004,
and reached 90% in 2010.° From 1993 to 2005, water production capacity increased 3.6 times,
water leaks went down to 10%, and water pipes extended from 280KM to 1230KM.° PPWSA
expanded access to water supply in Phnom Penh at a pace and to an extent which is unparalleled
by improvements made under privatisation. PPWSA is now considered one of Asia's

outstanding public utilities, with a reputation for organisational excellence, people-oriented service,
and high levels of service performance.

2. Reinventing public water is preferable.

The international experience, in both the Global North and South, shows that public operations enjoy a
comparative advantage over the private sector in relation to promoting universal access to water and
sanitation (or the human right to water and sanitation). This advantage ultimately lies in the fact that, unlike
the private sector, the public sector is not subject to the profit maximisation imperative. This gives public
sector management the flexibility to maximise the reinvestment of resources into the system for the
achievement of social objectives such as the expansion of service coverage.”

On the other hand, the proponents of privatisation make enticing promises, but private water corporations
have a poor track record delivering on these promises.” One of these promises is that of superior private
sector efficiency.”” Numerous international studies demonstrate that there is no evidence that the private
sector is more efficient.” Another promise is that the private sector will raise money more cheaply than
government.” As a matter of fact, the OECD advises that “the cost of capital of the private partner is usually
higher than that of government,” and the IMF has stated that “when PPPs result in private borrowing being
substituted for government borrowing, financing costs will in most cases rise.”"*

This is why PPPs are not necessary to solve the problems of countries in crisis.”
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The broken promises of water privatisation include:

* Poor performance of private companies (e.g. Dar es Salaam, Accra, Maputo).

® Under-investment (e.g. Berlin, Buenos Aires).

* Disputes over operational costs and price increases (e.g. Almaty, Maputo, Indianapolis).
® Soaring water bills (e.g. Berlin, Kuala Lumpur).

¢ Difficulties in monitoring private operators (e.g. Atlanta).

® Lack of financial transparency (e.g. Grenoble, Paris, Berlin).

* Workforce cuts and poor service quality (e.g. Atlanta, Indianapolis).”

Due to the failed promises of the private sector, an increasing number of cities have decided to take

water services back into public hands, including cities that were previously hailed as flagships of water
privatisation, including PPPs.” This suggests that PPPs and other forms of water privatisation are not

sustainable, and that it is better not to privatise in the first place so that you do not have to eventually
remunicipalise.

Case 2: Paris, France

The case of water remunicipalisation (or de-privatisation of water operations) in Paris is
symbolically powerful as Paris hosts the headquarters of the two major water multinationals, Veolia
and Suez. In Paris, remunicipalisation took place in 2010 after the expiry of two private contracts
each covering one half of the city, respectively held by Suez and Veolia.” The private contracts
were not renewed in consideration of the lack of financial transparency and accountability which
had been criticised by the public audit body.” In the first year of operations, the new municipal
operator Eau de Paris realised efficiency savings of €35 million, which allowed for an 8 percent
reduction in tariffs.* It has also increased its financial contribution to poor households to almost €3
million per year,” launched a successful water-saving campaign, and refrained from cutting off water
supply in squats.” Eau de Paris also ensures public participation in decision-making by including in
its board of directors 10 city councillors and representatives; two workers' representatives; and five
outsiders including two experts, one environmental NGO, one consumer organisation, and one
member from L'Observatoire Parisien de I'Eau (Paris Water Observatory).” In this way,
transparency and accountability of the board of directors as the highest decision-making body are
strengthened. In 2014, the Regional Court of Auditors published reports on an assessment of Paris'
water policy and on performance.” They stressed that the return to public management enabled
Paris to lower the price of water while maintaining a high level of investment.”
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Global remunicipalisation trend: The data show that the global remunicipalisation trend is strong.

Globally, the cases of remunicipalisation have increased from two cases in two countries in 2000, when less

than one million people in total were affected by remunicipalisation, to 235 cases in 37 countries by March 2015.
By then, the total number of people in cities with remunicipalised water services had grown to exceed 100 million.
The list of high-profile cases is impressive and includes: Accra (Ghana); Almaty (Kazakhstan); Antalya (Turkey);
Bamako (Mali); Bogota (Colombia); Budapest (Hungary); Buenos Aires (Argentina); Conakry (Guinea);

Dar es Salaam (Tanzania); Johannesburg (South Africa); Kampala (Uganda); Kuala Lumpur (Malaysia);

La Paz (Bolivia); Maputo (Mozambique); and Rabat (Morocco).”

3. Using public finance is preferable.

Ideally, governments support the development and upkeep of water infrastructure with tax
revenues. Where financing is necessary, however, the public sector has better access to loans and
other forms of infrastructure finance as it pays lower rates of interest than the private sector. Public
financing is the main source of financing for water and sewage infrastructure in the world, currently
and historically.

The development of water and sanitation services in the U.S., the U.K., and South Korea was
massively supported by public finance. By 2010, South Korea had achieved 100% access to
improved sanitation and 98% access to improved water (versus 17% in 1961).”

Financing water infrastructure is less expensive than one might think. Research by the PSIRU
showed that countries with the highest level of need for drinking water and sewage connections
could meet U.N. development goals over a 10-year period by spending between 0.64% and 6.29%
of GDP per year. The estimated annual cost for Nigeria as a whole to meet these development
goals is 1.48% of GDP annually.”

As explained in Public financing: Ensuring just and sustainable water infrastructure, “Ideally the
state would finance construction directly from tax revenues. However, if it chooses to borrow, it can
do so more cheaply than the private sector. The public sector generally pays lower rates of interest
on loans than the private sector due to the superior security of tax revenue. From the perspective
of banks, private sector lending is actually riskier since the private sector may not be able to
secure long-term returns on sunk investments. That is why, without exception, the large expenses
associated with building new infrastructure, not just operation and maintenance of existing
infrastructure, require financial support from government.”

The U.N. DESA report released in February 2016 concludes that the evidence suggests public-
private partnerships (PPPs) are more expensive than public sector alternatives from a
financial and social perspective. The authors argue that PPPs “have failed to yield 'value for
money' inits broadest sense, taking into account not just the financial costs and efficiency
gains deriving from a project but also its longer-term fiscal implications (including the risks of any
contingency liabilities) as well as the broader welfare benefits for society such as the impact on
poverty and sustainable development.”
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Louis Kasekende, Chief Economist of the African
Development Bank Group, made a presentation of

the issues at a conference in August 2009, saying

“...In order to overcome the continent's structural
constraints and reduce its external dependence, it is
necessary to reconsider the role of the state. The market
only works through incremental changes and small steps.
However, developing countries need to stimulate
investments by socializing risk, in order to achieve
long-term structural transformation... Macroeconomic
policies across the developing world during the last

several decades have been strongly influenced by the
recommendations of the international finance institutions
and bilateral aid donorswho, in turn, were heavily influenced
by the neoclassical school....[T]he reforms based on this approach have largely failed to develop the
private sector as the driving force for development. | thus want to table for your consideration the need
for a marked change in the approach to macroeconomic policies across the developing world and for
one that recognizes that government has a vital role to play in restructuring the economy and in
creating the conditions for a 'take-off' into sustained growth.”*
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Public financing tools
There are a number of tools for public finance available to all levels of government.

Grants and concessionary loans

Grants are public funds that do not have to be repaid by the beneficiary public utility.*
Concessionary loans are loans disbursed by public agencies and banks that the recipient public
utilities have to repay at favourable terms and conditions, normally at lower interest rates and for
longer periods than commercial loans.*

These two forms of public finance have played an important role in the development of water
systems in the Global North; for example, in the Netherlands and the USA.

* Water bank (NWB Bank) in the Netherlands
The NWB Bank is owned by Dutch public sector entities and provides short- and long-term
financing to Dutch public sector organizations, such as “water boards and municipal and
provincial authorities, as well as government-backed institutions.” The bank raises funds
on the international markets and puts them to work for public utilities in the Netherlands,
providing public financing at the lowest possible cost to finance the public sector and
promote the common good. In 2015, more than a quarter of the NWB Bank's €7.4 billion in
loans went to water authorities.®
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e US Grants and Revolving Funds
Federal grants were essential to ensuring clean water in the United States by funding
wastewater infrastructure in the 1970s and 1980s.*

Today, most federal funding for wastewater and water systems in the U.S. goes to the State
Revolving Funds, a federal-state partnership for the public finance of water and wastewater
system infrastructure and safety needs. The Drinking Water State Revolving Fund (DWSRF)
begins with federal grants to states based on their infrastructure needs, with states matching
20% of the federal money. States may use a third (31%) of that money outright, and the rest
is placed into a revolving fund administered at the state level that provides low- or no-interest
financing to eligible local systems. Financing may include loans, refinancing, debt
guarantees, and other instruments. Repayments and interest flow back into the fund, and
become available for new loans. Between 1996 and 2014, the DWSRFs provided almost
US$30 billion to water systems for infrastructure needs.* 21* century, state and local
governments in the U.S. are investing in water systems at an all-time high.*

Municipal and sovereign bonds

Historically, government bonds have been an important vehicle for public funding and
contributed to the development of water systems in the Global North: “During the 19th century,
water utilities were created or taken over by municipalities in nearly all European countries...

This was linked to the growth of municipal socialism (or 'gas and water socialism'), which
drove the development of local public services in Europe....The municipalities developed
financial mechanisms superior to the private sector, including borrowing long-term money
from local savers, at low interest rates because of the security of their flow of income from
taxes.” This process also took place in the United States, where democratically elected city
councils borrowed money to develop local water systems.*

In recent years, African governments have financed their deficits by borrowing, including
issuing bonds. In 2014, Kenya raised US$2 billion from international investors through the
issuance of sovereign bonds, setting a new record for the continent.” In 2011, Chad raised
US$232 million for debt management and infrastructure financing through bonds attractive to
Central African investors.™

Public finance compared to Build-Operate-Transfer (BOT) schemes

The above shows that public finance is a sustainable way of financing water service development,
historically and today. The sustainability of public finance becomes even more apparent when
considering the problems associated with PPPs including “build-operate-transfer” (BOT) schemes,
which are increasingly used to finance water infrastructure through private capital. A PSIRU review
of the international experience with water BOTs shows that the problems are similar to those that
plague many private concessions including misrepresentation and financial manipulation,
overestimated costs, and termination of unsatisfactory private contracts.” In Colombia, Suez
Degremont's Salitre wastewater BOT “was terminated after the city council calculated that the
project was charging ten times too much, and that it was worth paying US$80 million to buy out the
contract.”
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One difference between BOTs and ordinary concessions is that BOTs create strong pressures on
public finances. Examination of actual cases of BOTs in developing countries suggests that these
contracts may actually create extra demands on the finances of a water distribution authority, and
so reduce the money available to the distribution authorities for other purposes.“BOTs, like other
PPPs, are therefore the unsustainable face of private finance, unsustainable for citizens, taxpayers,
and public authorities alike.

Tariffs and pricing

Water tariff and pricing policies are socially and culturally sensitive aspects of water governance.
User fees are an important resource to cover operation and maintenance costs in water utilities
worldwide, but water must remain accessible and affordable for all domestic users

The idea that 100% of the cost of providing water should be covered by tariffs, known as "full cost
recovery”, should not take precedence over the human right to water. Best practices exist to defend
poor families from disconnection of services due to inability to pay, while simultaneously generating
a healthy income to a water utility to allow it to sustain services. Affordability of water services for
all domestic users should be maintained, as required to fulfil the human right to water (see below).

Arising block tariff system (those who consume less pay a lower tariff rate, while heavy users pay a
relatively high rate) allows for beneficial policies like cross-subsidization between urban and rural
services, and can help encourage conservation. State water company OSE in Uruguay uses a tariff
system which distinguishes between 26 categories of users. Commercial and industrial consumers
are charged more than domestic customers. Households living in extreme poverty are protected by
the national public subsidy and they pay only a symbolic fee (US$2-3 per month), regardless of their
consumption.®

Arenys de Munt, a small town in Catalonia, has promoted social policies to guarantee the right to
water for all its citizens since 2012, after the town successfully remunicipalised its water services.
First, newly established municipal company Aigies de Arenys/GUSAM reformed the tariff structure:
It now takes into account the number of people per household and gives a discount on the first 100
litres per person per day. Furthermore, the most vulnerable families that earn less than one
minimum wage are guaranteed access.” Similarly, Medina-Sidonia, another Spanish city with
remunicipalised water services, has developed an innovative approach to ensure the provision of a
minimum amount of water (3 cubic meters/person/month) to residents encountering financial
difficulties. After remunicipalisation, the city council has formally declared water to be a human right
and is implementing a policy to make it a reality.” These Spanish towns as well as the eThekwini
Municipality (South Africa) have developed tariff systems based on the principle that all people have
a right to water.
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4. The human right to water must be protected and fulfilled.

In 2010, the United Nations General Assembly recognised the human right to safe drinking water
and sanitation® and the Human Rights Council reaffirmed this recognition.” The human right to water
and sanitation is the foundation and starting point for robust public water to serve public interests
such as public health and environmental sustainability.

It has been established that to fulfil the human right to water, governments must ensure that water is
available, physically accessible, affordable, safe, and acceptable in colour, odour, and other
qualities.”

Facilities provided for the access and use of water must be acceptable for usage, meeting standards
of privacy and dignity.

Furthermore, water policy must:
e Not discriminate between users.
* Work toward eliminating existing inequalities.
e Ensure transparent public access to
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e Be sustainable.

By virtue of this resolution, governments are obligated to ensure the progressive fulfilment of the
human right to water. Publicly owned and run water utilities with transparent governance and
citizen involvement are best positioned to carry out this task because they can place the needs of
residents first.

The former Special Rapporteur on the human right to safe drinking water and sanitation, Catarina
de Albuquerque, and her team developed the handbook “Realizing the human rights to water and
sanitation" to provide comprehensive guidance and clarity for states, policymakers, water
professionals, and citizens to develop policies, which is highly recommendable to examine.

Case 3: eThekwini Municipality (Durban), South Africa

The eThekwini Municipality is the administrative name for Durban, a city facing great water and
sanitation challenges.*” South Africa's 1996 constitution enshrines the right to access to sufficient
water, and eThekwini Municipality Water and Sanitation (eTMWS) is at the front line to make the
right to water a reality.

36 LAGOS WATER CRISIS: ALTERNATIVE ROADMAP FOR WATER SECTOR



Established in 1992, eTMWS provides free basic water of 9000 litres per household per month.”
Commitment and leadership to social justice and equity is the backbone of the utility's significant
achievement: By 2014, 1.3 million additional people had been connected to services, bringing the
total served to 3.5 million.”

Providing water and sanitation services in informal settlements could be one of the most
challenging issues in many cities in the world, and is thus often neglected. Durban city leadership is
committed to providing fresh water and clean toilets to informal settlements,” where one-third of the
city population lives. eTMWS installed 2500 public washrooms, or “community ablution blocks,” in
nearly 500 informal settlements. This has been done using a community engagement strategy in
which city leaders work with ward leaders to recruit citizen support, and the locations of ablution
blocks are decided by leadership groups within settlements.” eTMWS' social achievement required
constant efforts of innovating, testing, and implementing technical solutions.

Recently, eThekwini Municipality Water and Sanitation entered into two international Water
Operator Partnership (WOP) projects to support the municipal utilities of Lilongwe, Malawi®’and
Bulawayo, Zimbabwe as well.” WOPs are a form of public-public partnership that aim to increase
one partner's capacity to provide better services via peer-to-peer trainings and knowledge transfer.”

5. Public collaboration delivers the needed capacity; competition does not.

Public-public partnerships (PUPSs) are collaborations between two or more public authorities or
organisations, based on solidarity, to improve the capacity and effectiveness of one partner in
providing public water supply and/or sanitation services. PUPs are peer relationships forged
around common values, interests, and objectives, which exclude profit-seeking. The absence of
commercial considerations allows public partners to reinvest all available resources into the
development of local capacity, to build a mutual trust which translates into long-term capacity gains,
and to incur low transaction costs. The comparative advantage of PUPs over PPPs extends to
more ample opportunities for replication and scaling up. PUPs also induce less social resistance
than PPPs. In addition, public operators that have benefitted from PUPs tend to support other
public utilities in need of capacity development, thus producing a multiplier effect.*

The developmental potential of PUPs and other not-for-profit partnerships for capacity development
was recognised by the former United Nations Secretary-General Kofi Annan, who in 2006
mandated UN-Habitat to create the Global Water Operator Partnership Alliance (GWOPA).* Also, in
2010 the European Commission earmarked €40 million to support PUPs and other not-for-profit
partnership projects in African, Caribbean, and Pacific (ACP) countries, aiming to develop
operational capacity and enhance governance and sustainability in the ACP water and sanitation
sector. GWOPA's online database lists hundreds of PUPs, including those supported by these two
international initiatives. A growing interest in PUPs worldwide is demonstrated by the hundreds of
applications for funding submitted by public utilities to international funders and by ministerial
declarations supporting PUPs.*
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Case 4: Lilongwe, Malawi

Funded by the World Bank in the 1980s, a PUP to improve the water and sanitation services of
Lilongwe, Malawi “expanded the distribution system and strengthened the capacity of the water
board. Access to water improved significantly; the PUP helped develop an effective management
support and training programme; the efficiency of operations increased considerably; the level of
unaccounted-for water fell to 16 percent; labour costs were reduced; response time to new
service applications and [user] complaints improved.™

Global Water Operator Partnership Alliance (GWOPA)

The United Nations Secretary General's Advisory Board on Water and Sanitation's (UNSGAB) “Hashimoto
Action Plan,” launched in March 2006, called for the establishment of an international mechanism to promote
water operators' partnerships (WOPS). It also builds on the fact that about 90% of all utilities are publicly
managed, and that even modest improvements in these utilities will go a long way in contributing to meeting
the internationally agreed upon development goals and targets for water and sanitation. Similar to PUPs, WOPs
are peer support relationships between two or more water or sanitation operators, carried out on a not-for-
profit basis in the objective of capacity development.* Hosted by UN-Habitat, GWOPA has an international
platform to develop and foster WOPs and facilitate regional WOPs platforms. GWOPA welcomes water and
sanitation utilities as well as citizen and labour organizations which agree to the GWOPA charter® to engage in
partnership projects. GWOPA is a unique international avenue for public water operators who seek partners
forged around common public objectives.

PUPs have made tangible contributions to sustainable water development in both the Global North
and South. Other examples include Riga, Latvia, where an international PUP transformed the
municipal water and sanitation operator into an autonomous, self-financing enterprise capable of
attracting international finance without sovereign guarantees.” Domestic PUPs also enabled Costa
Rica to achieve water supply coverage of more than 75% in rural areas as early as 2000.%

6. Commit to serve public interests, instead of giving up responsibility to privateers.
Commitment to public water is essential to ensuring water systems are managed in people's
interests, a responsibility of government which cannot be delegated to the private sector. The
international experience shows that public control is preferable due to the managerial flexibility of
the public sector, contrary to the profit-maximising fixation of the private sector. Mobilising the
public sector's flexibility requires political, including enlightened political leadership and

strong demaocratic governance. Some examples are provided in the following sections.

Case 5: The state water company in Uruguay

The publically owned and operated Obras Sanitarias del Estado (Sanitation Works of the State,
OSE) provides high-quality, affordable, and nearly universal services to the population of Uruguay.
The country's commitment to public health led to a high level of public investment for six decades,
resulting in among the highest coverage rates for water and sanitation in the region. Although OSE
had a strong reputation as a model public company internationally, in the 1990s the World Bank
pushed to introduce competition to ‘modernise’ the sector, and in turn, two concession contracts
were granted to private operators.*
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Citizen organisations and the OSE workers’ union organised nationwide mobilisations to defend
public water. As a result, a national referendum was held, and in 2004 Uruguay became the first
country in the world to enshrine the right to water in its constitution. Consequently, the two private
contracts were cancelled.”

OSE’s trade union FFOSE played a significant role in the movement to oppose privatisation,
achieve recognition of the human right to water, and return water to public control. Organised
workers are at the front line to strengthen and reinvent the public ethos in OSE. With renewed
public commitment to realise the human right to water, OSE started an in-house reform process,
which involved fifty internal investigations of corruption, resulting in weeding out corrupt workers
and fourteen prosecutions of former directors. A new accounting system was introduced to
increase accountability.”

Although OSE was in bad financial shape (US$3-4 million deficit per year) in 2004, it is running an
operation surplus of US$24 million today. A World Bank study has compared water services in
Uruguay under privatisation in the 1990s, followed by nationalisation in the 2000s. Nationalisation
led to a 15 percent increase in access to sanitation networks, mainly benefitting the poorest,
whereas privatisation had no impact.”

7. Reinventing public water is good for democratic governance.

Public operators are able to strengthen transparency and accountability through the adoption of
advanced forms of democratisation and public participation. This level of accountability to civil
society is not found in private sector operations, because private companies exert absolute
managerial control over operations in order to maximise profits and shareholder remuneration.”

Water utility workers should be central to democratic and participatory decision-making. Workers'
knowledge and experience are critical and can contribute to a reform process if they are
meaningfully involved by decision-makers. Internationally recognised tools such as labour-
management cooperation and social dialogue create strong dynamics between management,
workers, and government, essential in the rebuilding of a strong public utility. Labour management
cooperation is a process in which employees participate in decision-making. Activities may include
setting goals, identifying and solving problems, and developing long-term plans. Similarly, social
dialogue can mean mutual information-sharing, open discussion, consultation (on-going tripartite
dialogue) and negotiation (agreements /common opinions). The goal is to improve the quality of
services, job satisfaction, and the skills and abilities of workers. The European Commission
recognises the benefits of social dialogue, which it promotes as an instrument for better
governance and promotion of social and economic reforms.”

When it comes to participatory decision-making and democratic governance,
the best practices are found in the public sector.
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Case 6: Porto Alegre, Brazil

Water supply and sanitation are provided by the municipally owned operator DMAE, which
expanded service coverage despite a rapid increase in population. Access to water supply
increased from 95% in 1990 to 99.5% in 2001, and access to sewerage increased from 70% in
1990 to 84% in 2001. Civil society representation within DMAE's Deliberative Council (board of
directors) is accompanied with participatory budgeting, an exercise in which citizens vote on how
to allocate the municipal budget to fund expenditure in different services including water supply
and sanitation.”

Case 7: Alagoinhas, Brazil

Alagoinhas (population 138,336), in northeast Brazil, has halved the infant mortality rate between
1999 and 2003. During the same period, the city utility Autonomous Water and Sewage Service of
Alagoinhas (SAAE) increased its annual investments with its own income from R$154,000 to
R$783,000, which enabled it to extend the sanitary sewage system. A key element in making this
improvement possible was a comprehensive participatory process to develop and approve a new
environmental sanitation policy aimed at improving drinking water supply, wastewater collection,
and treatment and sanitation systems for liquid, solid, and gaseous residues. Seventeen regional
and four thematic pre-conferences were organised with public participation throughout 2001 and
adopted by the city council in December 2001. Law 1460 was the first law completely developed
through social participation in Brazil. In December 2001, the city council adopted a municipal policy
on environmental sanitation based on Law 1460), and the municipal City Hall of Alagoinhas,
SAAE and the Federal University of Bahia (UFBA) produced a draft environmental sanitation plan
over the course of a year. Every month, the population and institutions were invited to critically
review the draft plan and to provide feedback. The environmental sanitation plan was developed
by this participatory process and later the municipal council of environmental sanitation, a
deliberative body, was established. It is composed of 15 representatives from civil society (75%)
and five from the municipal public authority.” The municipal council of environmental sanitation
guaranteed genuine democratic control in implementing plans.

8. How Lagos public water can become world class.

The Lagos State Water Corporation (LSWC) should be reformed radically while retaining full public
ownership and management to avoid the problems of water privatisation and PPPs. While Lagos
citizens are not satisfied with the current situation, and understandably so, a reformed public LSWC
could become world class by adopting the best practices from successful public water utilities in the
global North and South, strengthening its management and operations through PUPs and
international solidarity, and strengthening decision-making through democratic governance.
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THE WAY FORWARD IN LAGOS

After consultations with communities across Lagos as well as study of the international models and
lessons described in the previous chapter, we offer to the Executive of Lagos State Governor
Akinwunmi Ambode and the Lagos State House of Assembly a set of policy guidelines that will offer
the way forward, out of the water crisis.

The areas of action described here can be moved forward beginning immediately, and are well
within reach considering Lagos' economic, political, and human resources. If followed, this course of
action will ensure that the Lagos water system is transformed from a source of disease, conflict,

and suffering into a model for all the world to emulate.

v

1. Protect and fulfil the human right to water as an obligation of the government, representing
the people.

The Lagos State Government can affirm its commitment to the right to water through a strong
resolution by the State House of Assembly and by ensuring adequate public funding and democratic
oversight to meet the water needs of all Lagosians.

2. Reject all forms of water privatisation, PPPs, and commodification of water, revising laws
accordingly.

Lagos State officials have repeatedly endorsed PPPs even as they assure Lagosians they are against
the privatisation of water. Officials and the leadership of the LSWC must acknowledge that PPPs are a
form of privatisation and promise to reject all forms of privatisation, including public-private partnerships.

Officials must review and revise all pro-privatisation policies and laws for the water sector that currently
promote PPPs or outright privatisation of water.
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Such laws and policies include:

e Lagos Water Sector Law 2004, which promotes privatisation including PPPs by:
® Making seeking private contracts a central function of the LSWC."
e Including among the primary duties of the LSWC the duty to ensure the profitability of
water system operations.”

? Lagos Water Supply Master Plan
® Lays out an ambitious plan to make LSWC a world-class utility but assumes PPPs will
fund that work, which history has shown is not true.

? The 2013 Lagos State Development Plan
¢ Prioritises financing through the adoption of PPPs, stating the government will “need to
implement significant public-private partnerships (PPPs) in the Water Sector to ensure

sufficient private spending for water supply. The State will need to access funding

through concessions and BOOT PPP contract arrangement across service areas.
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The laws should be reviewed and revised, in a transparent manner and on an expedited timeline,
with free and meaningful citizen participation, to guarantee Lagos does not enter into harmful PPP
arrangements or traditional privatisation schemes like concessions. Instead, plans and legislation
should include strategies for public funding and financing, as well as effective democratic
governance, as laid out in this document.

3. Increase budgetary allocation to the water sector.

The argument against water privatisation does not overlook the importance of funding to build and
maintain water infrastructure. A consistent and adequate budgetary allocation to the water sector
will allow the attainment of universal access that Lagos residents deserve. With the huge shortage
of water supply in the state and its impact on public health, the Lagos State Government must
declare emergency in the sector and make every effort to appropriate sufficient funds for water
infrastructure development.

The budgetary allocations to the water sector in Lagos in the last decade and, especially, the period
between 2013 and 2016 need critical public review to provide an explanation of the fluctuating
appropriations for water.

Lagos State officials have maintained that guaranteeing peoples' access to water is constrained by
limited funds, increasing population, institutional weakness, and poor management, among other
factors. While some of these are correct and should be addressed according to the recommendations
here, there are a number of options for guaranteeing steady funding for the water sector without
disenfranchising the poor.

An adequate budget for LSWC could be achieved with a mix of resources and approaches:

Equitable and innovative taxation.
Lagos needs an effective, transparent and equitable tax system that especially ensures that the
richest and the corporations pay their fair share. One of the key recommendations for guaranteeing

steady funding for the water sector without disenfranchising the poor is the introduction of innovative

taxation on big corporations that use large amounts of water in their operations.

Our recommendation therefore is that the host of breweries, bottling corporations, manufacturing
industries, and other high-volume water businesses operating in Lagos be primed to substantially
increase taxes and levies to fund the water sector.

Innovative tariff.

Our view correlates with the U.N. view that while the human rights to water and sanitation do not
call for services to be free of charge, services must be affordable for all, which includes the need
to develop tariff systems and subsidies, or in some cases free services, to ensure that services
are accessible and affordable for all. The current tariff regime needs urgent review to ensure the
poor have affordable rates while businesses pay economically and socially accountable rates.
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The current tariff structure is inherently faulty as its main objective is to commodify water and make
profit from the poor and vulnerable, not ensure access for all. Currently, the Lagos State Water
Corporation charges 5 kobo/litre for all metered customers, placing a heavier burden on the poor
than on the rich.

The tariff is suspiciously silent on heavy industrial water users strewn all over the state. It is a regime
that provides cheaper water to businesses while the poor pay high rates.

The state needs to restructure its tariff to ensure that the poor pay less or even access specified
volume of water for domestic use for free while the wealthy pay more. A graduated tariff scheme
based on volume consumed is recommended.

Appropriate bond funds.

Recently, the State House of Assembly approved a N500 billion bond issue, with proceeds to be
appropriated over the next five to ten years. Governor Ambode has already stated that funds will be
used for infrastructure development; however, he has not emphasized water infrastructure investment
of these funds.® Water infrastructure development should be prioritised as a spur to economic activity
as well as a human right.

Proven public financing programs.
The Lagos government should develop or promote public financing programs along lines
proven successful in other nations.

e Lagos government should institute a Water Fund which can be fashioned after the
Nederlandse Waterschapsbank N.V (NWB Bank). (See Chapter 4, International Lessons)

e | agos officials should develop a public financing program modeled on the U.S. Drinking Water
State Revolving Funds (DWSRF)® (See Chapter 4, International Lessons). In the case of Lagos,
the state can provide the 80 percent grant while local governments or communities provide
matching grants.

4. Integrate broad public participation in developing plans to achieve universal access to
clean water.

The experience of rebuilding public water provision in Paris and successful in-house restructuring
in Porto Alegre show that the following factors are important in terms of participatory and
democratic water governance: a) political commitment to transparency, accountability, and
participation; and b) capacity to translate this political commitment into progressive policies.
Importantly, capacity is not only the ability of individuals and organisations to perform tasks and
provide services, but also the ability of citizens and their elected representatives to collectively
make difficult decisions and solve complex problems.’
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Citizens' participation in resolving the Lagos water crisis is lacking. Important decisions regarding
water infrastructure in the state have been shrouded in secrecy. There should be a fundamental
shift in the manner and process of citizens' engagement to ensure public access to information and
incorporate active participation of citizens. Citizens' buy-in regarding government initiatives is
crucial, so also are their inputs to plans and action. Community ownership and community
management of water are cultural practices that could be leveraged for positive impacts in the
quest for accessible and affordable water. Citizens should have full knowledge of contracts,
memorandums of understanding (MOUSs), and other decisions relating to the water sector.

Lagos officials should ensure a formal channel for citizen input and oversight. We recommend the
formation of a deliberative body modelled on Alagoinhas, Brazil's municipal council of
environmental sanitation. The deliberative body should have elected members with proportional
representation from each local government area to ensure all Lagosians have a say in water policy.

5. Ensure a focus on public funding and democratic governance of water is reflected in
any projects funded by international financial institutions or international development
funds.

While assistance from international financial institutions (IFIs) such as the World Bank or national
development funds such as Agence Frangaise de Développement can be essential to national
development programs, we should not let the priorities of these institutions dictate national policy.
Lagos officials should ensure that projects funded by or carried out with international funders:

¢ Are driven by the priorities of local people.

¢ Are committed to democratic water governance.

e Ensure public control of water by avoiding the promotion or funding of PPPs, concessions,
or other forms of privatisation.

¢ Do not contain hidden conditionalities that promote private sector participation in the water
sector.

6. Improve labour relations in LSWC.

Proactive steps should be taken by the Lagos State Government to improve labour relations at the
LSWC, to ensure that LSWC workers have effective formal channels to raise workplace issues
with management. Labour-management cooperation should allow workers to participate in
decision-making in order to improve operations and planning. Workers have in-depth knowledge of
system operations, at a level that is often lacking in senior and middle management. Worker
experience and expertise can and must be systematically applied to decisions for extending and
improving system operations.
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Workers need to be able to address grievances without fear of retribution. There are constant
concerns by workers about safety practices in LSWC facilities. There should be immediate
resolution of issues around staff welfare, pensions, and training, among others. A robust
mechanism of engagement should be created to facilitate the seamless exchange of ideas
between the workforce and management.

Hiring systems, for both front-line workers and for management, need to be transparent and based
on merit and competence and not nepotism and patronage.

Workers and management should use the tools of social dialogue to build deeper cooperation with
management. Such mechanisms can help strengthen human resources management functions,
for example by improving occupational health and safety processes, instituting life-long learning,
and career planning. Overall they can improve planning, operations, and maintenance in ways that
respect labour rights and improve services to the community.

7. Pursue public-public partnerships (PUPS).

With the failure of for-profit financing and management of water, many governments are moving
toward public-public partnerships to promote knowledge-sharing and strengthen community
management of water resources. PUP models include agreements between communities,
agreements between a public utility and a community, agreements between two public entities,
agreements between public and civil society, and agreements between a community and civil
society in the management of water. These partnerships can involve local or international
communities or public institutions.

LSWC should actively seek a partner public utility willing to provide peer-to-peer assistance in the
reform process forged around the objectives of nurturing LSWC's capacity and maintaining full
public control over Lagos' water systems.

8. Promote good governance and eliminate corruption.

The Lagos State Government should promote good governance at the LSWC. There should be
accountability for all public funds invested in that agency, including assurance that procurement
rules, labour contracts, and fund disbursements are carried out fully in accordance with the law
and with full and complete transparency.

It is disturbing that the Lagos State Government is yet to institute an inquiry into allegations of
widespread corruption, ineptitude, and bad management that prevailed in the agency during the
period of the recently sacked management. The state government must probe the allegations,
recover looted public funds, and bring the culprits to justice.
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‘‘ clean water the essence of life and
a hirthright for everyone, must hecome
available to all people now. ’’
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