
	APRIL 2010

Non-State WASH Provision in East Asia and the Pacific



	Background Report 

Prepared by UNICEF and ADB for the ADB-UNICEF Workshop on “The Role of Non-State Providers in Delivering Basic Services for Children”

	DRAFT

NOT FOR CITATION 



Disclaimer
This draft paper was developed by Andrew Robinson, Independent Consultant, for the joint UNICEF-ADB workshop on “The Role of Non-State Providers in Delivering Basic Services for Children.” Commentaries represent the personal views of the authors and do not necessarily reflect positions of the United Nations Children‘s Fund or the Asian Development Bank.
acknowledgements

This report is based on research funded by UNICEF. 

Special thanks are due to Jill Lawler and Mark Henderson (UNICEF EAPRO) for their kind assistance and support; and to Anand Chiplunkar (ADB) for detailed review of this report. 

about the author

Andy Robinson is an independent water and sanitation specialist based in the French Alps. Since 1987, Andy has worked on the design, implementation, and analysis of water and sanitation programmes in Asia and Africa for a diverse range of clients (including The World Bank, WSP, UNICEF, WaterAid and Plan International). Over the last five years, Andy has been heavily involved in the promotion of improved sanitation and hygiene, working with governments, development partners, and communities in Bangladesh, Cambodia, India, Indonesia, Lao PDR, Nigeria, Pakistan, the Philippines, Timor-Leste, Vietnam and Yemen. 

Andy is the author of the WSP publication (2005) Scaling Up Rural Sanitation in South Asia; and of the joint WSP-WHO-UNICEF publication (2007) Universal Sanitation in East Asia: Mission Possible? prepared for the first East Asia Ministerial Conference on Sanitation and Hygiene (EASan).

Contact by eMail: andyroxhat@yahoo.co.uk  
executive summary

This report is the main output from a review of the role of Non-State Providers (NSPs) in the provision of water, sanitation and hygiene (WASH) services in the East Asia and Pacific region. The review focused on WASH services provided to the poor, with a particular interest in how these services affect children in poor households; and on sanitation services, notably sanitation goods and services provided by small-scale and informal providers. 

While the countries in the Asia and Pacific region vary significantly, the principal WASH challenges remain similar: expanding services to the unserved; finding affordable approaches to serving the poor; and improving the reliability, cost-effectiveness and sustainability of services. 

In Cambodia, less than 5 percent of the poorest wealth quintile has access to any form of improved sanitation facility, compared to 63 percent coverage among the richest wealth quintile. The majority of the disease and mortality burden are borne disproportionately by the poorest and most disadvantaged households within the population. The WSP Economics of Sanitation Initiative (ESI) study in Lao PDR found that 93% of the health-related economic costs of inadequate sanitation and hygiene derive from premature death, and that severely underweight children are two to three times more susceptible to the serious infections (pneumonia, diarrhea, malaria, measles) that cause most of these premature deaths. Children from poor households have limited access to WASH services, and above average malnutrition rates, thus pay much of the fatal price of inadequate WASH services.

Non-State Provision of WASH Services

A huge range and diversity of WASH services are utilized across the region. Services in urban areas are often quite different to those in rural areas; and the providers of household sanitation services often differ significantly from those that provide water services. Inevitably then, the broad category of non-state WASH providers includes many different organizations, groups and individuals from civil society and the private sector: including international corporations, local companies, enterprising individuals, non-governmental organizations (NGOs), faith-based organizations (FBOs), community-based organizations (CBOs), and academic institutions.

There is increasing evidence that conventional service providers, such as utilities in urban areas and community management groups in rural areas, cover a fairly small proportion of the total population and serve even fewer poor households. This review examines the roles of some of the less well known informal service providers, such as mobile water distributors (tankers, carts, water carriers) and waste collectors (manual and mechanized emptiers, vacuum tankers, garbage trucks), and draws attention to the significant non-state involvement in the construction of WASH facilities, and the manufacture and supply of WASH equipment and materials.

NSP water services

Small-scale private water providers account for more than 10 percent of water services in Cambodia and the Philippines, more than 30 percent in Vietnam, and more than 50 percent in Indonesia. In Lao PDR, 17 percent of the population in small towns pays for water to be delivered by water vendors, and a further 3 percent obtains water from private piped water systems; the remaining 80 percent provide their own water supply from rainwater jars, surface water sources and household wells.

A recent review of NGO support to the WASH sector in the East Asia and Pacific region
 found that NGOs and FBOs were providing primary water service delivery in rural areas of Papua New Guinea, Timor-Leste and many of the Pacific Island States. Both government and private sector capacity are limited in these remote island states, thus civil society organizations have assumed more important roles than in many other countries. Unfortunately, the coverage provided by NGO or government water projects remains relatively low, and many rural people rely on self-provision through private or shared water points, rainwater harvesting, and collection from springs or surface water bodies.

NSP sanitation services

The literature review suggests that non-state providers account for a higher share of sanitation services than water supply services due to the household-based nature of most of the sanitation facilities and services in the East Asia and Pacific region. 

Household connections to sewerage networks remain relatively rare in the region, with only 7 percent urban sewerage coverage in the Philippines and less than 3 percent in Indonesia
. However, given high access to improved water supply in urban areas, households are increasingly upgrading to other water-flushed forms of household sanitation. As a result, between 40 percent and 80 percent of urban households in South-East Asia are estimated to use household latrines that are connected to some form of septic tank. 

Almost all of the household sanitation facilities in these urban areas – which include latrines, washbasins, bathrooms, septic tanks, soakaways, and drains – are likely to have been built through private investment in privately-supplied services. This finding highlights both the significance of these private service providers and the magnitude of the household investments required to build millions of private sanitation facilities.

Recent reviews of rural sanitation progress in Cambodia, Lao PDR and Timor-Leste
 found that between 65 percent and 88 percent of the new household latrines built over the previous 6-8 years were the result of self-provision and private investment. 

Faecal sludge management

The USAID regional septage management study
 estimated that less than 5 percent of septage in Indonesia, the Philippines and Vietnam is properly treated. The proportion is 30 percent in Thailand, and 100 percent in well-regulated Malaysia. Indonesia is reported to contain 150 septage treatment facilities, but most are under-utilized, poorly maintained or abandoned. 

Some local governments use vacuum tankers to provide desludging services, but these public services are rarely as widespread as their private competitors. A recent BPD report
 estimated that approximately 70 percent of “sanitation transport” services, including vacuum tankers, push carts and hand emptying, were supplied by informal private providers. The same report also estimated that as much as 90 percent of latrine and sanitation facility construction was carried out by the informal private sector; but estimated that only 10 percent of “sanitation treatment and disposal” services, which include the management of dumping sites and treatment facilities, were conducted by private operators. 

KEY NSP ISSUES

The review highlights five important issues relating to non-state provision of WASH services:

1. Lack of recognition or inclusion of NSPs

Non-state providers are often excluded or marginalized in sector planning, programming and coordination activities. There is often little recognition of the volume of NSP services, or the fact that there are few practical alternatives to NSP services in many low-income communities. NSP WASH services are often critical to poor households, thus the quality of these services has a direct bearing on health and other outcomes.

In addition, NSPs hold significant capacity, resources and experience; while often being the main conduit for household investments in WASH facilities and services by both poor and non-poor households. The failure to include NSPs sufficiently in sector activities affects the scale, cost-effectiveness and sustainability of interventions.  

2. Affordability of NSP services

Another important issue is the affordability of services. Private providers are often accused of profiteering, that is taking advantage of monopoly (or oligopoly) positions and lack of regulation to extract excess profits from poor households. In practice, these providers are often unable to access discounted bulk water supplies, or are forced to pay high prices due to rising block tariffs; they also incur significant labor and transport costs in the provision of services under challenging conditions and in hard-to-reach areas; and are subject to high levels of uncertainty and risk.

3. NSP service quality

Despite these constraints, NSPs often provide similar levels of service at similar prices to local utilities and public providers. Competition is central in ensuring reasonable prices; and informal local providers are easier to hold accountable for service quality than distant utility managers. As a result, NSPs often provide flexible and convenient services at prices that many poor households are willing to pay.

Water quality problems are common, if often unrecognized by NSP customers. However, water quality issues are also common among utility providers in the region, as evidenced by the high proportion of urban households that buy bottled water to complement their main water supply at prices up to 90 times higher per liter.

A similar finding holds for NSP sanitation services. The quality of privately provided septic tanks and latrines is often inadequate, in many cases leading to a high risk of contamination and unsafe disposal of pathogenic wastes. The problem seems to be that few private masons, local sanitation promoters or latrine users have adequate understanding of the design and operational principles of a hygienic latrine, thus there are few individuals able to identify, rectify or improve badly designed facilities.

4. Public finance of NSP services

The bulk of public finance for WASH services ends up benefiting non-poor households. Few poor urban households use subsidized utility water supplies or sewerage systems; sanitation evaluations frequently confirm that non-poor rural households capture the majority of household latrine subsidies; while septage management investments currently benefit those with septic tanks, who are largely non-poor and commercial customers. 

5. NSP policy and program alignment
NSP objectives, policies and constituencies are often independent of those of the government. This independence can result in limited coordination and in little sharing of resources, capacity and learning. NSPs often prize their independence, and may be reluctant to invest the additional time and effort required to collaborate with local government, align with public policies, and coordinate sector activities.

Conversely, public policies and regulatory mechanisms seldom recognize the genuine constraints faced by NSPs, with prohibition more common than support. In practice, the prohibition of in-demand services is rarely effective, and few regulatory systems have sufficient capacity and resources for efficient monitoring and enforcement.  

CHALLENGES TO IMPROVED NSP SERVICES
High uncertainty and risk

The insecurity and uncertainty facing informal service providers is a significant factor limiting investment and expansion of their services. Most informal businesses have no insurance, no legal standing, no business development support, no regulatory protection, and thus are vulnerable to extortion, harassment and rent-seeking. Informal service providers price these risks, charging higher rates and adopting shorter-term strategies in more insecure and uncertain environments. Inevitably, low-income communities often present the highest risks and most challenging environments, thus attract higher service charges.

Administrative, legal and financial barriers

Formal requirements for registration, reporting and fee payment can be a significant disincentive to NSP services. Simplified and assisted systems for licensing, loan approval and regulatory checks would greatly improve cooperation and participation by NSPs. 

Corruption linked to NSP services

Informal provision provides opportunities for rent-seeking from officials willing to provide access to public services at below-cost prices, e.g. water tankers filling up at public water points, or low-cost access to septage dumping sites, and also generates incentives for obstructing the expansion of lower-cost utility services into lucrative areas of informal service provision.

The following warning signs of corruption are linked to informal service provision:

· High levels of informal service provision

· Prices well in excess of the estimated cost of supply

· Involvement of individuals suspected of associations with organized crime

· Sporadic violence between providers (indicative of turf wars)

· Failure of public authorities to stop informal providers causing significant environmental damage or endangering public health

More information is needed on non-state provision of WASH services. Detailed mapping of formal and informal NSP activities in the WASH sector will be essential to an improved understanding of NSP issues, and to the development of more effective intervention and support options. 

INTERVENTION OPTIONS

The general points made below are relevant for all sub-sectors, and are followed by a brief discussion of more specific interventions options in a number of sub-sectors. In each sub-sector, WASH practitioners need to improve:

· Research and engagement with NSPs

· Coordination, collaboration and consultation with NSPs

· Implementation of non-restrictive registration for NSPs

· Effective financing mechanisms for NSPs

· Appropriate technical standards for NSPs

· Advocacy and awareness raising about NSPs

Network water providers

The key lesson from this review is that complex developing contexts require a wide range of services rather than a one-size fits all solution, and that embracing this diversity by disaggregating the water market is likely to create new opportunities for service improvement rather than inefficient service solutions.

A more predictable and less predatory regulatory environment would encourage more private investment, as would more transparent and competitive selection and approval processes for permits, licenses and public contracts. Government support and incentives to competent NSPs could take the form of tax incentives, land concessions, asset guarantee and protection schemes, and exemption from import duties.

Non-network water providers
The large and fast moving sub-sector of non-network water provision is particularly hard to monitor and regulate. Efforts to register informal water providers and control water prices through top-down approaches have rarely been successful. A more effective approach is to encourage registration and self-regulation through the provision of incentives, such as discounted bulk water rates and new filling points for small-scale providers that: 

· register with local authorities;

· undertake training in improved water collection, transport and storage practices; and

· collaborate in local benchmarking assessments.

Toilet providers

Cost-effective interventions are needed to create household demand for improved sanitation, and to increase recognition of the benefits of community-wide sanitation improvements and the importance of the safe disposal of latrine wastes. In parallel, sanitation marketing interventions are required to improve the supply of sanitation goods and services through local providers. In combination with efforts to improve the enabling environment for sanitation, these interventions have the potential to generate more sanitation transactions and build the critical mass of willing customers and interested providers that is needed to develop sustainable sanitation markets and achieve large-scale improvements in sanitation outcomes.

Septage service providers

A number of useful intervention options have been identified:

· Operator partnerships (model regional utilities paired with local service providers)

· Knowledge management of best practices (development of successful local models in parallel with national policies and programs)

· Sharing of model documents and contracts

· Policies on scheduled desludging and regulated collection and disposal

· Public hotlines to report illegal dumping

· Institutional reforms to assign clear responsibility for septage management

· Treatment technology matched to public capacity and private willingness to pay

· Market septage management as a profitable business (byproducts include energy, biomass and liquid fertilizer). 

Enabling environment for NSP WASH services

As noted earlier, an effective enabling environment is critical to better integration of non-state providers with the WASH sector. Existing sector policies, strategies and investment programs recognize the role of informal and non-state providers, but rarely include directives or components with the explicit purpose of improving and supporting NSP services. 

The development of improved enabling frameworks for NSP WASH services will require clear evidence of the costs, benefits and constraints associated with non-state provision, as well as concerted efforts to build consensus on the way forward – specifically how best to develop, improve and utilize non-state provider services for the public good.

CONCLUSION

This review highlights the breadth and diversity of non-state provision of WASH services, and exposes the sporadic nature of the information available. The review collates data that confirms the important role that private providers play in urban water supply; that NGOs and CBOs play in rural water supply; and that informal providers undertake in both the urban and rural sanitation sub-sectors.

The universality of non-state providers, who feature in some way in almost every aspect of WASH service delivery from private provision of high-tech equipment for public water utilities down to the emptying of pit latrines, illustrates the multiplier effects present in this complex and inter-related sector. It is extremely hard to assess the economic, social and environmental impacts of water and sanitation activities and outcomes that affect almost everyone, yet it seems clear from this review that the effects of these non-state services are more significant than allowed for in current sector analyses, and warrant greater attention and support in future WASH policies and programs.
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1 introductioN

This report is the main output from a review of the role of Non-State Providers (NSPs) in the provision of water and sanitation services in the East Asia and Pacific region. 

The terms of reference
 for this assignment required the following specific tasks and outputs:

· Overview of common NSP methods and key challenges in the region;

· Preparation of at least four case studies of WASH NSPs from the region

· Review of the enabling environment for NSP WASH services; 

· Recommendations on possible interventions to improve NSP services; 

· Summary of lessons learned and knowledge gaps; and

· Presentation of review findings at a joint ADB-UNICEF workshop in Manila entitled “Delivering services to the poor: what role for Non-State Providers?”. 

The terms of reference also recommended that the review should focus on services provided to the poor, with a focus on how these services affect children; particularly sanitation services, and goods and services provided by small-scale providers. 

2 Overview of NSP WASH services

While the countries in the Asia and Pacific region vary significantly, the principal WASH challenges remain similar: expanding services to the unserved; finding affordable approaches to serving the poor; and improving the reliability, cost-effectiveness and sustainability of services. 

Following significant coverage gains between 1990 and 2008, average access to improved water supply in the East Asia and Pacific region has now reached 88 percent
. However, coverage ranges from only 50 percent in the Oceania region to 89 percent in Eastern Asia; while access to improved sanitation facilities is lower still, at 60 percent across the region
. 
These regional coverage figures conceal significant rural-urban disparities, as well as dramatically lower access and service quality among poor households. While access to improved water supply is high in urban areas of the East Asia and Pacific region, the proportion of urban households with piped house connections is only 19 percent in Oceania; and coverage is much lower in rural areas, with roughly one in five rural households in East Asia still dependent on unimproved water sources
. Sanitation coverage is even lower, particularly in rural areas: 37 percent of rural households in Eastern Asia use unhygienic toilets; and 20 percent of rural households in South-Eastern Asia practice open defecation.

Figure 2.1
Water supply coverage in the EAP region, 2008
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Figure 2.2
Sanitation coverage in the EAP region, 2008
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In Cambodia, data from the socio-economic household survey (2000) revealed the extent of inequitable access to basic services: less than 5 percent of the poorest wealth quintile has access to any form of improved sanitation facility, compared to a national average of 24 percent, and 63 percent coverage among the richest wealth quintile. As a result, the majority of the disease and mortality burden, and the associated social and economic costs of inadequate WASH, are borne disproportionately by the poorest and most disadvantaged households within the population. 

Figure 2.3
Cambodia: Access to sanitation by wealth quintile
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The WSP Economics of Sanitation Initiative (ESI) study in Lao PDR found that 93% of the health-related economic costs of inadequate sanitation and hygiene derive from premature death, and that severely underweight children are two to three times more susceptible to the serious infections (pneumonia, diarrhea, malaria, measles) that cause most of these premature deaths. Children from poor households have limited access to WASH services, and above average malnutrition rates, thus pay much of the fatal price of inadequate WASH services.
Non-State Provision of WASH services

Non-state provision encompasses both civil society and private sector providers, including for-profit, non-profit, formal and informal entities such as Non-Governmental Organizations (NGOs), Community-Based Organizations (CBOs), Civil Society Organizations (CSOs), Faith-Based Organizations (FBOs), private companies (international and local), academic institutions, self-employed individuals, homeworkers and volunteers.

In the Water supply, Sanitation and Hygiene (WASH) sector, non-state providers play a significant yet often unrecognized role. In East Asia and the Pacific, public providers are rarely able to provide sufficient services to meet demand, hence households often depend instead on a wide variety of local providers. 

Networked services, such as piped water and sewer connections, may be available to an urban minority; but the majority of those living in rural areas and in burgeoning urban slums have to rely on communal water points, water vendors, traditional water sources, and on-site sanitation facilities connected to latrine pits or septic tanks.   
The provision of non-networked WASH services in the EAP region is dominated by CBOs, NGOs, local entrepreneurs and informal providers, particularly in hard-to-serve urban slums and impoverished rural areas. Therefore, the WASH services provided by these non-state providers (NSPs) are of critical importance to the poor. 
Many government and sector practitioners are working towards the eventual replacement of non-networked services by more efficient and effective piped water and sewer systems. While there is little doubt that this should be the ultimate sector development goal, it is increasingly apparent that the complex physical, social and political constraints found in low-income areas, and the limited resources and capacity available within the WASH sector, suggest that non-state provision will remain important in the future, and will require constructive engagement and effective support from governments and their development partners. Given this understanding, the focus of this study is on the delivery of non-networked services by small-scale, local providers, and on the importance of effective partnerships and complementary service provision by public, private, community and civil society providers.

2.1 Typology of NSP services for water and sanitation

The WASH sector covers a huge variety of different services, with significant differences between water supply services and sanitation services, between urban and rural services, and between services related to the provision of facilities and those required for the operation and maintenance of WASH facilities.
NSP water supply services
Most water supply literature focuses on the operation and maintenance of water supply services, but there is also substantial involvement of non-state providers in the manufacture, supply and installation of water supply infrastructure.
The following typology is not comprehensive, but maps and categorizes
 some of the non-state service providers involved in the construction and operation of water supply services:
· Piped network operators (utility-based or independently sourced)

· Point source operators (water kiosks, standposts, boreholes, handpumps, storage tanks, bottled water producers)

· Mobile distributors (tankers, trucks, motorized carts, animal carts, hand carts, carriers)

· Support services (drillers, well diggers, pipe layers, plumbers, mechanics, electricians)

· Manufacturers (pipes, pipe fittings, water meters, pumps, generators, water tanks, precast concrete components)
NSP sanitation services
Conversely, the sanitation literature tends to emphasize services linked to infrastructure provision, particularly construction of sewerage networks and household latrines, with little recognition of the many and diverse services required in the operation and maintenance of environmental sanitation services.
The following typology is not comprehensive, but maps and categorizes
 some of the non-state service providers involved in the construction and operation of sanitation services:

· Facility builders (household latrines, sewer connections, septic tanks, soakaways, drains, institutional latrine blocks)
· Mobile waste collectors (hand emptiers, mechanized systems, vacuum trucks, garbage trucks)

· System and facility operators (sewer networks, treatment works, dumps, sanitary landfills, incinerators)
· Support services (marketing, sanitation and hygiene promotion, community development)
· Manufacturers (latrine pans, toilet pedestals, washbasins, precast concrete components, plastic tanks, pipes, potties, diapers, soap, detergents)
These service areas are by no means exclusive to non-state providers, thus the following section attempts to define the proportion of the WASH market that is occupied by non-state providers.
2.2 NSP proportion of WASH market

The extent of the delivery of WASH services by non-state providers is difficult to determine with any confidence. Many NSPs operate informally, and few are registered, licensed or taxed; also, NSPs often operate in peri-urban and poor rural areas where government and sector capacity to monitor their activities are limited.    
The few sector studies that have examined aspects of the non-state provision of WASH services tend to focus on a single sub-sector, either NGO provision, or private utility services, or small-scale water providers. As a result, there is little reliable or comprehensive data available on the proportion of WASH services provided by NSPs.
NSP water supply services
In 2005, an extensive World Bank study
 found documentary evidence of 10,000 small-scale private water providers operating in 49 countries. Across all regions, low-income and conflict-affected countries had a larger presence of small-scale private water providers, and the majority of the small-scale providers were water point operators or water vendors. The study also noted that these providers were likely to represent only a fraction of the total population of small-scale providers, and that it was impossible to estimate overall coverage levels from these data because research was often motivated by observation of one or more specific types of provider, and the populations served by different providers were highly variable, from a few households for a handcart vendor up to a thousand house connections in a private water network.
Nevertheless, the regional literature examined by the World Bank study suggested that small-scale private water providers account for more than 50 percent of water services in Indonesia, more than 30 percent in Vietnam, and more than 10 percent in Cambodia and the Philippines.
More recent data from Cambodia
 suggest that there are 300 private piped water systems operating in small towns and rural centres with less than 1,000 households. A survey undertaken in 60 small towns found that 17 percent of the population paid for water to be delivered by water vendors, and a further 3 percent obtained water from private piped water systems. The remaining 80 percent of the population supplied their own water from rainwater jars, surface water sources and household wells.
Civil society organizations, including non-governmental organizations (NGOs), faith-based organizations (FBOs) and community-based organizations (CBOs), are particularly active in rural water supply. Many government and development partner programs now utilize international and local NGOs in the implementation of rural water supply projects, principally for community development, social intermediation and hygiene promotion activities, and the majority of communal rural water supply facilities are managed by some form of community-based organization, for example a rural water association, local cooperative, water user group, or water and sanitation committee.
A recent review of NGO support to the WASH sector in the East Asia and Pacific region
 found that NGOs and FBOs were providing primary water service delivery in rural areas of Papua New Guinea, Timor-Leste and many of the Pacific Island States. Both government and private sector capacity are limited in these remote island states, thus civil society organizations have assumed more important roles than in many other countries. However, the review also pointed out that there is a limited number of trained and experienced NGO staff in these settings, which continues to constrain the scale and effectiveness of the water services provided. 
Plan International is one of the largest international NGOs operating in the EAP region. Plan International
 estimated that it spent US$ 17.4 million on WASH projects in seven EAP countries (Cambodia, China, Indonesia, Philippines, Thailand, Timor-Leste and Vietnam) during the three-year period 2005-07, which averages US$ 826,000 per country per year. While a substantial amount for an NGO WASH program, the water investments reached less than 500 communities across the region each year, thus did not have a substantial impact on national coverage or outcomes. 
Unfortunately, budget and capacity constraints often mean that rural communities do not benefit from either NGO or government water projects, and are instead reliant on self-provision through private or shared water points, rainwater harvesting, and collection from springs or surface water bodies.
NSP sanitation services
The literature review suggests that non-state providers account for a higher share of sanitation services than water supply services due to the household-based nature of most of the sanitation facilities and services in the East Asia and Pacific region. 
Household connections to sewerage networks remain relatively rare in the region, with only 7 percent urban sewerage coverage in the Philippines and less than 3 percent in Indonesia
. However, given high access to improved water supply in urban areas, households are increasingly upgrading to other water-flushed forms of household sanitation. As a result, between 40 percent and 80 percent of urban households in South-East Asia are estimated to use household latrines that are connected to some form of septic tank. 
Table 2.1
Urban sanitation in South-East Asia
	% Access
	Indonesia
	Philippines
	Vietnam

	Improved water supply (urban)
	83%
	96%
	98%

	Improved sanitation (urban)
	82%
	81%
	88%

	Sewerage (urban)
	2%
	7%
	-

	Septic tanks (urban)
	62%
	40%
	77%


Source: AECOM (2010) 
Almost all of the household sanitation facilities in these urban areas – which include latrines, washbasins, bathrooms, septic tanks, soakaways, and drains – are likely to have been built through private investment in privately-supplied services. This finding highlights both the significance of these private service providers and the magnitude of the household investments required to build millions of private sanitation facilities.
A similar finding holds true for rural sanitation. While the bulk of government and development partner efforts focus on developing large-scale rural sanitation programs, and most sector monitoring examines the outcome from these programs, there is increasing evidence that the bulk of progress in increasing access to improved sanitation is driven by self-provision and by household investment in private services.
Recent reviews of rural sanitation progress in Cambodia, Lao PDR and Timor-Leste
 found that between 65 percent and 88 percent of the new household latrines built over the previous 6-8 years were the result of self-provision and private investment. These estimates derive from comparisons of household survey data reporting latrine use against government and development partner estimates of the number of latrines built by rural sanitation programs. 
Table 2.2
Rural sanitation in South-East Asia
	
	Cambodia
	Lao PDR
	Timor-Leste

	Annual increase in household latrines
	+16,250
	+20,750
	+4,900

	Annual latrine provision
 (programs)
	2,120
	2,400
	1,700

	Annual self-provision of latrines
	14,130
	18,350
	3,200

	% private or self-provision of latrines
	87%
	88%
	65%


Source: AECOM (2010) 

The lower latrine self-provision rate in Timor-Leste reflects the small population, the scale of the external support during emergency and rebuilding periods over the last ten years, and the relatively undeveloped private sector. However, in all three countries, the data predate scaling up of either Community-Led Total Sanitation (CLTS) interventions or Sanitation Marketing projects, thus are likely to reflect natural growth in sanitation coverage through service delivery by private sector providers rather than successful sanitation promotion or awareness raising campaigns.
Nevertheless, rural access to improved sanitation remains low in the EAP region: 56 percent average coverage across the region; 40 percent in Timor-Leste; 38 percent in Lao PDR; 36 percent in Indonesia; 32 percent in Mongolia; and only 18 percent in Cambodia
. These coverage data confirm that most poor rural households remain without improved sanitation and, therefore, that the evidence of recent private and self-provision of latrines is likely to be almost entirely among non-poor households.
A similar problem is found in urban areas. Much of the WASH coverage data in urban areas is derived from utility information or from large-scale household surveys, but these data sources rarely include information on low-income households within urban slums and informal settlements because these areas are usually outside utility service zones, and are often considered too dangerous and difficult to survey. The high septic tank coverage rates reported in Table 2.1 are unlikely to be relevant in informal settlements. Instead, anecdotal evidence suggests that self-provision of unimproved sanitation facilities, such as latrines that discharge directly to open areas or water bodies, “wrap-and–throw” practices, and open defecation are common in the urban slums of the EAP region.
Faecal sludge management
High septic tank coverage in urban areas and growing latrine coverage in rural areas suggest that pit emptying, septage treatment, and disposal services should be popular and in high demand. In practice, few people in the region have their septic tanks or latrines emptied on a regular basis, or ensure that the pit contents are safely disposed. 

The USAID regional septage management study
 estimated that less than 5 percent of septage in Indonesia, the Philippines and Vietnam is properly treated. The proportion is 30 percent in Thailand, and 100 percent in well-regulated Malaysia. Indonesia is reported to contain 150 septage treatment facilities, but most are under-utilized, poorly maintained or abandoned. 
In the Philippines, sanitary landfill sites and septage treatment facilities suitable for septage or sludge disposal were found to be located too far away from residential collection sites, and the dumping charges were often prohibitive
. Demand for desludging services is already low, and private vacuum tanker operators (working in the General Santos City area) noted that the additional fuel and dumping charges required to use these public services would double their desludging charges. As a result, most tanker operators report that they either dump the septage in the fields of local farmers willing to risk using it as untreated fertilizer, or dump it illegally in nearby rivers and water bodies. 
Some local governments use their own vacuum tankers to provide desludging services, but these public services are rarely as widespread as their private competitors. A recent BPD report
 estimated that approximately 70 percent of “sanitation transport” services, including vacuum tankers, push carts and hand emptying, were supplied by informal private providers. The same report also estimated that as much as 90 percent of latrine and sanitation facility construction was carried out by the informal private sector; but estimated that only 10 percent of “sanitation treatment and disposal” services, which include the management of dumping sites and treatment facilities, were conducted by private operators. 
2.3 Common NSP themes, issues and challenges in the region

The following sections outline common themes, issues and challenges of non-state provision of WASH services in East Asia and the Pacific.
Accessibility of NSP WASH services

It is sometimes argued that there should be no need for private or civil society service providers; that these non-state providers merely compete against and undercut public providers; and that our main aim should be to improve and expand public services. 
A more balanced viewpoint recognizes that there are currently areas of low WASH coverage in many developing countries, that some public utilities are ineffective or partially effective, and that under-resourced public providers often struggle to serve remote or difficult-to-reach areas. In this context, non-state providers deliver flexible and convenient services to otherwise unserved customers. 
When formal tenure or registration requirements prevent low-income households from connecting to utility networks or using public water services, non-state providers use their local knowledge and accountability to fill the service gaps. Water connections from private networks are typically much cheaper and easier to obtain than those from utilities. 
Private operators undertake septage and sludge removal services in most countries, but few local governments or public utilities monitor their activities and disposal practices, or make efforts to use and improve this private capacity to expand safe disposal services. However, few of these services are relevant for poor households in the EAP region as most remain without improved sanitation. 
Quality of NSP WASH services
Private water providers often face the general accusation that they supply low quality water to unsuspecting customers at high prices. However, in many cases, private providers resell water from utility connections, with the main quality risks being those faced by other utility customers from contamination at collection and storage points, or due to ingress into low pressure pipes at the ends of the system. There is usually a higher risk where providers utilize independent water sources, as few private providers invest in water treatment facilities, but the closer links between local providers and their customers mean that there far greater accountability and transparency than in conventional utility-customer relationships.
An ADB review
 found that, where conditions were suitable for private providers, most independent piped water systems provided equal or greater continuity of supply and reliability than water utilities. 
The quality of self-provided sanitation facilities remains low. Informal service providers, such as private latrine masons, rarely have sufficient technical knowledge or adequate financial incentive to reduce health risks or improve designs. As a result, traditional, familiar designs often take precedence over more modern or cost-effective technologies. In most cases, customers want sanitation facilities that don’t smell, don’t clog up, and don’t cost too much; they usually have little interest in what happens to latrine wastes once they leave the household.

In practice, masons in urban areas of the EAP region often build latrines that discharge into small single chamber septic tanks, or two-chamber “bottomless” septic tanks. Lacking space for effective soakaways, these tanks generally drain directly into drains, canals, waterways or open spaces. Most of these septic tanks are under-sized and lose most of their primary treatment capacity when filled with sludge. Few owners pay for regular desludging, which means that East Asian cities often contain thousands of septic tanks that discharge highly pathogenic septic effluent directly into the local environment. In the few cases where septic tanks are properly desludged, the septage is often dumped in unsafe locations near to the desludging site.  
The septage management problem in urban areas is one of inadequate regulation, in that there is currently little incentive for septic tanks owners to organize regular desludging, and little incentive for desludgers to use sanitary disposal and treatment services; inadequate monitoring, in that little effort is made to inspect current septage management practices or examine the consequences of unsafe practices; and inadequate enforcement, in that little capacity or authority exists for enforcing sanitation regulations or penalizing polluters.
Unsafe septage and faecal sludge disposal has particularly serious consequences for poor households, as people in low-income communities can rarely afford to pay for safe disposal of wastes, and vehicle-based desludgers often discharge their tanker loads in and around the marginal land inhabited by poor households.

Affordability of services
A global study of small-scale private water providers
 found that water services in East Asia exhibited the “lowest cubic meter prices [by region] for all categories of providers [from network operators to carters]”. This confirms a similar finding from the Plan International Global WES Expenditure Review
 in which WASH costs in the Asia region
 were significantly lower than those in Plan’s African and Latin American regions. The Plan study noted that the following cost factors were significant in Asia:

· Lower material, service and personnel costs

· Higher population density

· Better physical factors (water availability, groundwater depth, site accessibility)

Plan International also estimated that its average expenditures per borehole and open well in the Asia region were approximately 10 percent of the regional UNICEF cost benchmark
 for these facilities. 
While these findings confirm that WASH service provision by non-state providers is relatively cost-efficient in East Asia, there is no indication whether the services provided by non-state providers are affordable by poor households and low-income communities. This question is of particular relevance given increasing evidence that poor households tend to pay more for water supply than non-poor households, either in payments to informal providers or in time spent fetching water.  
Box 1: Inequality in water prices

In Jakarta, Lima, Manila and Nairobi households living in slums and low-income settlements typically pay 5-10 times or more for their water than high-income residents of the same city.

In Manila, an estimated 4 million people receive water resold through kiosks, pushcart vendors or tanker deliveries. Their average monthly water bills are US$10-20. By contrast, households directly connected to the utility pay an average of only US$3-6 per month but consume five times more water. Some of the world’s poorest people living in sprawling slum areas of Accra and Manila are paying more for their water than people living in London, New York or Rome.
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Source: UNDP (2006) Beyond scarcity: power, poverty and the global water crisis Human Development Report
The suggestion is that non-poor households benefit from the direct and indirect subsidies provided to utility providers, while informal providers utilize their oligopolistic position to extort high water charges from poor households, particularly in urban areas with few alternatives. While price gouging does sometimes occur, in most cases informal local providers respond to competition, set fees appropriate to the services provided, and provide a vital service to poor households. 
The price of water usually rises with distance from the utility as a function of the number of intermediaries between the network and the end consumer. Water delivered through vendors and carters is often ten to twenty times more expensive than water from the utility network. Transport costs are high in informal slums and low-income communities far from resale points, and many of the intermediaries are poor individuals – such as water carriers and carters – that work hard to earn something from the transaction in order to survive. 
Resale points that obtain water from the utility network often face water bills based on rising block tariffs, thus water vendors, tanker operators and informal intermediaries typically purchase water in bulk at the highest tariff levels. Inevitably, resale prices are then higher than those paid by typical domestic consumers.
Responding to these constraints, informal providers sell water in small quantities with regular billing. Vendors and water carriers supply water on a daily basis, according to demand; while independent networks often charge on a weekly basis, and allow regular customers some latitude on payment deadlines. This flexibility fits well with the irregular and unpredictable incomes and demands of many poor households, and avoids the major investment and bureaucracy required for most utility connections.  
In the rural sanitation sub-sector, there is an increasing focus on the provision of affordable sanitation facilities to poor households through self-provision and informal providers. In many cases, the provision of latrines through government and development partner programs has proved expensive, with few of the expected economies of scale. 
A recent study of sanitation finance in Cambodia
 found that simple pit latrines provided through a government managed program were more than twice the price of similar latrines provided by informal local providers. Despite the provision of latrines through the government program being contracted out to large private suppliers, the transaction and supervision costs were high, and local expectations that the externally financed program would pay higher prices appear to have led to price inflation. In contrast, informal local providers remain accountable to their customers, thus strive to reduce production and transport costs to the minimum. 
Public finance of rural sanitation programs is supposed to ensure that public subsidies enable poor and disadvantaged households to benefit from improved sanitation and hygiene. In practice, little of the public subsidy tends to reach poor households. Cost sharing rules and community allocation mechanisms tend to favor those that can afford cash contributions, and those that are well connected with local leaders. 

Another cost factor relates to the production of WASH goods such as pipes and latrine pans. Less developed countries like Cambodia, Lao PDR, Timor-Leste and the Pacific Islands have little indigenous production, thus often have to import goods from nearby countries. For instance, nearly all of the latrine pans installed in Cambodia and Lao PDR are imported from either Thailand or Vietnam; and most latrine pans installed in Timor-Leste arrive via Indonesia. The lack of local production facilities probably reflects historically small local markets, but increases costs and reduces the affordability of even basic WASH facilities. 
Household investments in WASH services
The review of NSP services has highlighted the significant sums invested by households in WASH services. While a proportion of these household investments are spent on public services, it seems likely that the majority is spent on services provided by non-state providers. 

These household expenditures are often overlooked in the preparation of sector strategies and investment plans, which results in a lack of support for the services and providers that are in demand by low-income households. The motivation and preferences behind these investments are rarely well understood, with the result that investments in public facilities and services are frequently misguided and under-utilised. A more complete understanding of the spending and service preferences of the poor, and of how these preferences change under altered supply conditions, will be important to scaling up effective services to the poor.
Sustainability of NSP WASH services

Private WASH services built on genuine household demand are usually sustainable because most private providers operate on a full cost recovery basis, and need to be reliable and demand-responsive in order to retain their customers.

In contrast, primary WASH services provided by NGOs and FBOs are often of very high quality, but tend to be implemented at small scale and often have sustainability problems due to a common dependence on external subsidy to finance or partially finance service delivery. Given fickle external finance and changing development partner priorities, NGOs can rarely guarantee to continue supporting services for the full lifespan of the systems or facilities. When implementation programs are scaled up, NGOs often struggle to maintain the high caliber of their staff and programs. 

Rural service providers generally rely on handing over management of communal water supplies to community management bodies. Investments in training and capacity building are intended to professionalize the community management body and ensure sustainable delivery of services. In practice, few community bodies manage to keep communal rural water supplies running smoothly for long, and few NGOs have sufficient resources and capacity to maintain regular support to an ever-enlarging number of project communities. 
These sustainability and scale issues argue for a different role for NGOs in the WASH sector. NGOs are generally strong in developing innovative technologies and implementation approaches, capacity building, hygiene promotion, and participatory monitoring. These are areas in which many public and private providers struggle, and in which NGOs could add a great deal of value without sacrificing their non-profit and developmental ideals.
3 enabling environment for NSP wash services

There are significant variations in national histories, contexts, and cultures within the East Asia and Pacific region. These differences are reflected in a wide range of enabling environments and associated processes of change, reform and improvement.
A regional WASH sector assessment conducted for the UNICEF EAPRO office
 asked key informants to rank the enabling environment for WASH services in each of the countries in the EAPRO region. The enabling environment ranking is shown in the detailed table below, and is summarized by grouping the countries assessed into the following four categories:

Stagnant: Papua New Guinea and Mongolia (both scored less than 25%)

Little coherence in WASH sector and significant geographic challenges; little change in WASH coverage since 1990.

Slow progress: The Philippines (36%)

A fragmented sector and slow-moving decentralization; a relatively rich country, the low score reflects high expectations and disappointing under-achievement.
Improving: China, Indonesia, Myanmar, Pacific Islands and Timor-Leste (49%-63%)

Undergoing a process of political change, which involves elaborating new policies and roles; struggling with service sustainability but making concerted efforts to improve WASH policies and institutions.

Solid achievement for less developed countries: Vietnam, Lao PDR and Cambodia (69%-89%) 

Resources and effort invested in developing an improved enabling environment with best practice strategies; challenging institutional reforms underway, but solid progress on WASH targets despite high levels of poverty.
	Enabling environment 

	Max. score
	Average %
	DPRK
	Papua New Guinea
	Mongolia
	Philippines
	Myanmar
	China
	Timor-Leste
	Pacific islands
	Indonesia
	Viet Nam
	Lao PDR
	Cambodia

	Is there an approved national WASH policy and/or strategy?
	20
	48%
	0
	0
	5
	5
	15
	10
	10
	15
	5
	10
	20
	20

	Is there clarity in terms of roles and responsibilities?
	10
	 SUM(RIGHT) \# "0" 45%
	0
	5
	2
	4
	5
	5
	5
	5
	5
	5
	8
	5

	Is there an approved national development programme or PRSP that includes WASH components as per assessment criteria?
	10
	65%
	0
	5
	5
	6
	0
	10
	10
	10
	2
	10
	10
	10

	Is the national policy and strategy based on criteria in national assessments?
	10
	44%
	0
	3
	0
	3
	3
	7
	4
	3
	6
	5
	8
	8

	Is a lead agency in place to regulate the sector?
	10
	44%
	0
	5
	0
	0
	5
	0
	5
	6
	10
	5
	7
	10

	Is a subsector review in place to monitor performance and to set new targets?
	10
	30%
	0
	0
	0
	0
	0
	0
	5
	0
	5
	10
	0
	10

	Is there an active multi-stakeholder forum?
	10
	50%
	0
	0
	0
	0
	5
	5
	5
	10
	10
	5
	10
	10

	Does the country participate in a regional forum?
	5
	83%
	0
	0
	5
	5
	5
	5
	5
	5
	5
	5
	5
	5

	Does the country participate in global forums or campaigns?
	5
	83%
	0
	0
	5
	5
	5
	5
	5
	5
	5
	5
	5
	5

	Does the country know the economic cost of poor sanitation and hygiene?
	2
	41%
	0
	0
	0
	2
	0
	0
	0
	0
	2
	2
	2
	2

	Does the country know the annual investment required to meet local or MDGs?
	2
	63%
	0
	0
	0
	1
	2
	2
	2
	0
	2
	2
	2
	2

	Does the country know the current investment needed to meet the MDGs?
	2
	63%
	0
	0
	0
	1
	2
	2
	2
	0
	2
	2
	2
	2

	Is there a dedicated WASH cluster coordinator with terms of reference?
	2
	54%
	1
	1
	0
	2
	1
	0
	1
	1
	2
	2
	2
	0

	Is there a WASH cluster inter-agency contingency or work plan?
	2
	9%
	1
	0
	0
	2
	1
	0
	1
	1
	2
	1
	0
	0

	Score, of possible 100
	100
	50%
	2
	19
	22
	36
	49
	51
	60
	61
	63
	69
	81
	89


Source: UNICEF (2010) Water, sanitation and hygiene in East Asia and Pacific: summary of the national assessments on critical challenges and opportunities

3.1 Enabling environments for NSPs
An effective national enabling environment for the non-state provision of WASH services would include sector policies, strategies, legal frameworks, investment plans, implementation programs, regulatory mechanisms, coordination bodies and monitoring systems, all of which recognized the important role that non-state providers play in the delivery of WASH services to both poor and non-poor households. 

The UNICEF national assessments summarized above confirm that few, if any, countries in the EAP region have developed a complete set of enabling instruments and institutions for the WASH sector. A more detailed review confirms that, even where progressive and detailed policies, plans and programs exist, few of these contain explicit provisions for the inclusion of NGO or private service providers in sector plans and activities.
The one exception appears to be in the area of rural WASH services, in which community-based management is almost universally promoted. However, the nature of the community management bodies and the related institutional support mechanisms are rarely well defined. In particular, the over-simplistic assumption is usually that community management bodies will be responsible for planning and financing the eventual replacement of their communal WASH facilities, despite widespread recognition that very few low-income communities have either the technical or the financial capacity required to undertake this responsibility. 
In the countries rated as having improving sector enabling environments, there remains a disconnect between well-crafted policy instruments and evidence of government commitment to these progressive policies and plans. Strong external influence in the drafting and development of policies, regulations, strategies, and investment plans often leads to finely worded documents that have little impact on sector outcomes. The lesson here is that government ownership is critical to the effective implementation of enabling instruments and reforms, and that more realism and wider stakeholder consultation is required in the formulation of frameworks for sector improvement.
WASH policy in Indonesia

The 2003 National Policy: Development of Community-based Water Supply and Environmental Sanitation notes that “private sector and user community involvement should be endorsed to overcome funding constraints” and “local governments should motivate other competent stakeholders, such as the private sector and NGOs, to participate in the development process of WSES infrastructure and services”.
These policy statements are made in isolation, with a focus on how non-state provision can benefit the government and the public, but with little recognition that independent NSPs require some incentives (or coercion) in order to participate in the government agenda.
WASH policy in the Philippines
The finding that the development of the enabling environment for WASH services in the Philippines shows slow progress appears to reflect the high expectations in this dynamic country, as the policy, program and regulatory frameworks are among the most comprehensive in the region. 
The Clean Water Act (2004) aims to protect water resources and control pollution through the use of “appropriate economic instruments and control mechanisms” and “cooperation and self-regulation among citizens and industries through the application of incentives and market-based instruments”. Specifically, an incentive scheme is to be provided to encourage local governments, water districts, enterprises, private entities and individuals to develop or undertake effective water quality management; and these enterprises and private entities “shall enjoy tax-and-duty-free importation of machinery, equipment and spare parts used for industrial wastewater treatment/collection and treatment facilities”. In addition, the Act stipulates that government financial institutions shall “accord high priority to extend financial services to local governments, water districts, enterprises or private entities engaged in sewage collection and treatment facilities”.
The Department of Health introduced an operations manual on rules and regulations governing domestic sludge and septage in 2008, which instructs that all service providers should obtain “environmental sanitation clearances”, and complete manifest forms and records to document all septage transfers. Similarly, the National Water Resources Board (NWRB) is responsible for issuing water permits and collecting payments for water abstractions. The Supreme Court recently ruled that it was unconstitutional to grant Water Districts exclusive franchise in their operational areas, and allowed the discretion of the NWRB and the local government unit in granting permits to competing providers.
In practice, few of these institutions have the capacity or resources to implement or undertake the advanced regulatory, monitoring and enforcement duties enshrined in the ever-expanding sector legislation, policy and guidelines. 

WASH policy in Lao PDR

The National Strategy for the Rural Water Supply and Environmental Health Sector (2004) states that “suppliers of services and manufactures can be encouraged to enter Lao by offering a favourable business environment and a potential market”; that local procurement should be promoted; that private sector providers are “cooperating partners with Nam Saat
”; and that Nam Saat and the private sector “will work together in developing market research, designing products, sharing technology”. However, the national strategy also advocates that Nam Saat “encourages the private sector, but equally develops and applies sufficient safety and quality standards to ensure that purchasers and clients are getting value for money”.
While these statements appear sensible strategies to encourage private sector participation, they are odds with the more conservative and public service based approach favoured by the Lao PDR government, thus few of these stratagems have been utilized in practice.  

WASH policy in Cambodia

Cambodia’s high ranking in the regional assessment of WASH enabling environment reflects significant external efforts to improve WASH outcomes over the last 15 years. 

Significantly, the National Water Supply and Sanitation Policy: Part III Rural Water Supply and Sanitation  (2003) contains an entire chapter on Private Sector Participation, including policy statements to “create a competitive environment that motivates private sector service providers to supply water and sanitation services in order to respond to community demand”, to “support the development and establishment of mechanisms that support small-scale RWSS contractors at the community level, by facilitating their access to small loands”, and to “encourage and facilitate contractual relations between water and sanitation user groups, service providers and local authorities”.
In 2006, a rural water supply and sanitation sub-sector review
 found that the policy did not represent a sustained effort to engage with non-state providers, and that government had “no capacity to regulate the private sector”. While the policy reflects a more progressive approach to engaging with non-state providers, it was clearly beyond the capacity, resources and inclinations of the government. However, the Cambodian government is currently working on a rural WASH strategy designed to operationalize these forward thinking policies and define a strategic route towards a more pluralistic and effective sector.
3.2 Decentralization

Decentralization remains a significant feature of regional development. However, despite the theoretical advantages of decentralized governance, the experiences in many EAP countries are that, as responsibility and finance are devolved to local governments, priority for pro-poor WASH services declines; local technical and financial capacity is found to be insufficient to develop the required infrastructure, and decision-making is dominated by short-term strategies linked to political cycles.
As decentralization evolves and local budgets grow, local governments begin to internalize their commitments and responsibilities, with increasing scope for advocacy and awareness raising on the costs of inaction and the benefits from investments in improved WASH. 
Local governments are often pragmatic, willing to examine low-cost approaches to WASH improvement, and quick to understand the benefits of utilizing the capacity of non-state providers and leveraging investment from service users and the private sector. The key enabling factor is usually information. The WSP Sustainable Sanitation in East Asia (SuSEA) program in the Philippines has managed to leverage substantial local government investments, and encourage more effective collaboration with non-state providers, through mapping local sanitation practices, water quality, and health costs, and identifying high-risk areas where simple interventions to improve sanitation and hygiene are likely to be highly cost-effective. In Indonesia, WSP ran promotional roadshows to convince district governments to invest in Community-Led Total Sanitation (CLTS) interventions and sanitation marketing initiatives that encourage informal local service providers to develop businesses around sanitation goods and services.

3.3 Barriers to engagement with NSPs

One of the key areas identified by the literature was “obstacles to improving service for the urban poor”. A number of inter-related service barriers have been identified that prevent or limit the effectiveness and sustainability of efforts to introduce or improve WASH services in low-income areas. All these areas need to be tackled simultaneously in order to move things forward, which is one of the reasons why pro-poor urban interventions tend to be lengthy, and often difficult, processes. 
The obstacles have been grouped
 into six proposed action areas:

i. Give the poor a voice

· Promote meaningful participation in planning and design

· Publish the stories of the poor

· Inform and educate low-income communities

· Empower the poor to act within and beyond community boundaries

· Strengthen links between the urban poor and local service providers

· Involve the urban poor in reducing non-revenue water

ii. Neutralize vested interests

· Incorporate informal providers into solutions

iii. Eliminate administrative and legal barriers

· Land ownership and tenure issues can prevent service provision

· Urban poor may be unaware of admin. and legal requirements

· Introduce simplified procedures and assisted processes

iv. Strengthen capacity, autonomy and accountability of service providers

· Separate and clarify functions and responsibilities of stakeholders

· Provide incentives and resources for service providers to serve the poor

· Introduce performance monitoring systems (contracts, regulators)

· Share best practice between municipalities and service providers

· Recognize, encourage and regulate small private providers

v. 
Adopt appropriate financial policies
· Adopt realistic cost recovery policies and targeted subsidies

· Subsidize investments (if necessary) not consumption

· Introduce lower and staged connection payments for the poor

· Introduce more frequent and flexible collection of water charges

· Provide a range of service options for the poor

· Include service improvement to the urban poor in sector development plans and national budgets

vi. Overcome physical and technical barriers

· Protect water resources (from over-exploitation and degradation)

Policy alignment

Where NGOs and other civil society organizations are major service providers, there are often significant policy gaps between the government and these non-state providers. The gaps arise through the different policy objectives, targeting criteria and implementation approaches adopted by public and non-state providers.

NGOs usually value their independence, and are often suspicious of the motives and capabilities of public policy makers and service providers, which makes collaboration and policy alignment difficult. NGOs often find it easier and more efficient, in the short term at least, to work alone in remote and disadvantaged areas than to work through local governments with the attendant bureaucracy, politics and capacity constraints. In the long term, investments in building the capacity and accountability of local government are more likely to lead to large-scale, sustainable services than isolated islands of community-based success.  
In Timor-Leste, non-state providers of WASH services consulted in the ongoing development of a national sanitation policy noted that they would be happy to align around a government policy, coordinate activities, and use a more sector-wide approach if the government would show political leadership and financial commitment in the implementation of improved policy and strategy. 
Governments would like to see increased accountability of non-state providers to national development objectives, regulations and reporting requirements, but first need to lower some of the barriers to NSP engagement, such as state subsidies to public providers, exclusive franchises in urban areas, failures to provide bulk supply rates to non-state providers, excessive administrative requirements, unrealistic fees for use of public treatment and disposal services, and high taxes and duties on goods and services that generate significant public benefits. 
In general, governments tend to take a combative stance towards informal service providers, threatening to penalize and prosecute those who break rules, despite recognizing that these same informal providers deliver essential services to significant population groups. 

Prohibition has proved to be a remarkably ineffective social tool in most countries. Threats to close down illegal water connections; to impose fines on operators that dump septage and sludge illegally; to ban open defecation; and to control service prices tend to be ineffective and inefficient in the absence of reasonable and affordable alternatives. Increasingly, regulators and local governments are finding that it is more effective to engage with non-state providers, understand their constraints, provide incentives for improved practices, offer amnesty to encourage reforms, lessen bureaucratic hurdles, and use openness and collaboration to improve relationships and outcomes. 
3.4 Risks and warning signs
The following section summarizes the risks inherent in NSP delivery of WASH services, and attempts to outline warning signs of serious regulatory, quality or equity issues. 
NSP incentives to serve the poor

There remain questions over the ability and commitment of informal private providers in the delivery of WASH services to the poor. Informal private providers serve the poor in the absence of non-poor customers, but there is little evidence that these providers would continue services to the poor if more profitable options were readily available. However, the same risk can be evident among public service providers, whose service networks rarely extend much beyond non-poor neighborhoods with above-average conditions and ability to pay. 
Experiences in expanding utility services to the poor in East Africa suggest that investments need to be made in specific initiatives and pro-poor units in order to develop viable provider businesses in low-income communities. Recognition of the significant public benefits derived from improved WASH services in low-income communities, and of the genuine business opportunities created by poor households willing to pay for reliable, improved services, can be generated through targeted and performance-based investments in under-served areas. 

Risks attached to price controls
Failed attempts to regulate water prices among mobile distributors and vendors illustrate the risks attached to price controls for non-state providers. High bulk water rates and limited collection points lead to high water prices from resellers facing expensive collection and transport costs. These high costs need to be recouped from service users, and any attempt to control prices below local market rates are likely to result in a loss in service quality and deliberate evasion of enforcement mechanisms.
Threats to NSP assets
There have been several cases, notably in Paraguay and Argentina, where government initiatives to strengthen utility supply have led to controversial decisions to seize the assets of private water providers, often without any compensation being paid. The justification for these compulsory seizures has typically been that the private operations contravene government regulations on licensing, regulation, exclusive utility franchise, and public health, making the systems illegal and liable for closure. However, prior to the confiscations the private operators had often provided useful services for years in areas beyond the utility network, with informal recognition and support from local governments. It appears that the success of these private business models in generating full cost recovery from peri-urban consumers may have contributed to utility interest in annexing the systems.
The insecurity and uncertainty facing informal service providers is a significant factor limiting investment and expansion of their services. Most informal businesses have no insurance, no legal standing, no business development support, no regulatory protection, and thus are vulnerable to extortion, harassment and rent-seeking. Informal service providers price these risks, charging higher rates and adopting shorter-term strategies in more insecure and uncertain environments. Inevitably, low-income communities often present the highest risks and most challenging environments, thus attract higher service charges.
Efforts to reduce uncertainty and protect competent service providers would reduce consumer prices and encourage investment. An ADB study
 found that legal environments were directly associated with levels of investment and service: USD 47 investment per capita in Delhi (India) where small-scale independent providers were illegal; USD 100 per capita in Cebu (Philippines) where authorization was provided by local authorities.

Corruption risk

A recent World Bank study on deterring corruption
 found that:

“where informal providers supply a substantial part of the market, and where the situation appears to be entrenched, sector practitioners need to be mindful that corruption may be part of the cause” p. 26 Halpern et al (2008). 
Informal provision provides opportunities for rent-seeking from officials willing to provide access to public services at below-cost prices, e.g. water tankers filling up at public water points, or low-cost access to septage dumping sites, and also generates incentives for obstructing the expansion of lower-cost utility services into lucrative areas of informal service provision.
The World Bank study suggested the following warning signs of corruption linked to informal service provision:

· High levels of informal service provision

· Prices well in excess of the estimated cost of supply

· Involvement of individuals suspected of associations with organized crime

· Sporadic violence between providers (indicative of turf wars)

· Failure of public authorities to stop informal providers causing significant environmental damage or endangering public health

4 case studies

CASE 1: Urban water supply – small-scale providers, Manila

A number of detailed studies of small-scale water provision have been undertaken in the Manila since the privatization of the water utility in 1997. The huge Metro Manila area is home to more than 11 million people and, despite significant coverage gains, many of the urban poor remain without utility water supply.
Volume and nature of NSP contribution

In 2004, as much as 30 percent of the Metro Manila population was thought to rely on small-scale water providers
 for most or all of their daily water needs, with this proportion increasing to 50 percent among the urban poor
. 

A detailed ADB survey undertaken in 2006
 examined 20 sites, largely in less well supplied areas of the city, and interviewed 13,791 households without utility connections. The survey identified 46 network water providers and 449 non-networked water providers.
Network water providers
About half the network water providers were private enterprises, with the rest managed by cooperatives, homeowner associations, developers and water associations. The majority (83%) used independent water sources, generally pumped boreholes, with the remaining 17% able to use utility water connections. On average, each of the network providers supplied 208 households through metered connections
, with tariffs ranging from USD 0.10 to USD 2.70 per m3.
Non-network water providers

Most non-network providers were privately owned and managed. Independent water sources dominated (77%), varying from open dug wells to private boreholes, while 23% were found to obtain water from utility connections. The customers supplied by non-network providers live nearby, often within 100m of the water point. Slightly more than half (55%) of the non-network providers use water tankers to deliver water, selling up to 62 m3 per day. Non-motorized deliveries using pushcarts and tricycles averaged sales of only 1m3 per day.
Figure 4.1
Household water consumption by provider type (liters per capita per day)
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Figure 4.2
Average water tariff by provider type (USD per m3)
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The households surveyed spent an average of US$ 12.50 of their US$ 261 average monthly income on water, about 4.8 percent. Average expenditures on electricity were almost double water bills at US$ 23 per month, which suggests that at least 14 percent of monthly income is spent on service bills. Poorer households supplied by water vendors and communal taps use only one quarter as much water as those supplied by piped connections, but often spend twice as much per month due to water tariffs that are more than ten times higher.
Regulatory framework

Non-state providers have a legal requirement to obtain a water permit from either the National Water Resources Board (NWRB) or the local government unit. Interestingly, the survey of service providers found that 50 percent of the larger network providers did not have permits, whereas only 38 percent of the non-network providers had not obtained permits.

Outcomes (exclusion, environment, sustainability) 

The household survey data confirm that the urban poor dependent on small-scale providers consume less water than non-poor households, thus have less water available for improved sanitation and hygiene practices, and pay more for this water. 
Despite this inequality in service level, the Water and Sanitation Program
 (WSP) found that small-scale private providers in Manila were surprisingly effective in serving the poor. Between 25 percent and 43 percent of the customers served by the local water enterprises, water cooperatives and water truckers surveyed were below the poverty line. Given that about 11 percent of the Metro Manila population is below the poverty line, these data confirm that non-state providers provide valuable services to the urban poor. In addition, more than 82 percent of these customers reported satisfaction with the small-scale provider services, with no discernible difference in satisfaction levels among network and non-network customers.
Challenges 

Connection costs remain an important barrier to poor households. Awareness of the lower prices available from water utilities and network providers means that there is strong demand for individual house connections. However, while community-based initiatives like the League of United People’s Organization Network (LUPON), which helps local water associations to obtain bulk water connections and “mother meters” from the utility, allow households to pay connection charges in installments over 36 months, many poor households still cannot afford the regular cash payments
.
Given the much lower volumetric tariffs charged for piped connections, there is increasing pressure for utilities and network providers to consider the provision of free (or very low cost) connections in low-income areas, and then recover the connection costs through raised tariffs in these areas. The increased number of connections would result in improved incomes for network operators, but few private providers are willing to take risks on low income customers without sustained pressure from politicians and regulators. 
Quality issues
The ADB market research also found that a significant proportion of households use bottled water for drinking and cooking, including almost half of those with network connections. Bottled water is about 90 times more expensive than piped water, but concerns about the quality of untreated water from local wells appeared sufficient to justify the expense.
CASE 2: Rural Sanitation - IDE sanitation marketing, Vietnam 
During 2003-06, International Development Enterprises (IDE) implemented a project for ‘small-scale private sector development and marketing for sanitation in rural areas’, which targeted 54,000 households in the central coast region of Vietnam
. Unlike conventional sanitation programs, the approach developed by IDE was fully market-driven, offering customers no hardware subsidies, and instead stimulating weak rural sanitation markets and helping these markets become viable
.

IDE’s initial market assessment identified two major demand constraints: a lack of reliable product information, and a lack of desirable production options and suppliers. When asked whether they were willing to invest in a toilet, fully 77 percent of respondents said that they had ‘other spending priorities’ such as a television or a karaoke set. As a result, most local masons view the sanitation business as a semi-profitable seasonal business rather than a regular source of income, and few were prepared to undertake product experimentation or invest in advertising their services. 

Institutional arrangements

IDE developed the sanitation market in the project areas through a series of activities:

· Identifying a range of locally appropriate sanitation options (product development)
· Increasing the availability of competent service providers (capacity building)

· Stimulating demand for sanitation improvements (marketing campaign)

· Mobilizing communities for behavior change (hygiene promotion, village contests)

· Building local sanitation networks (promotional village meetings)

The project worked in 30 communes training local health workers, Vietnam Women’s Union leaders and village leaders, as well as small service providers including retailers, producers and masons. The trained teams then promoted toilets, helped households to choose and build toilets, and trained more than 2,000 government staff to do the same. 

The IDE Vietnam project developed sanitation options that could offer competitive benefits at affordable costs through standardizing the choice, affordability and quality of sanitation options. IDE constructed several latrines as on-site demonstration models in the project areas, which allowed IDE to gather customer feedback and assess social acceptability. These on-site facilities provided tangible evidence to the public of achievable cost reductions, which helped dispel myths about high costs. Pour-flush, semi-septic tank and septic tank were the three different latrine technologies finally chosen for large-scale marketing, with a number of different variations offered, and prices ranging from $32 to $97.  

Volume and nature of NSP contribution
As a result of the IDE intervention, the number of toilets constructed in the project area increased from an average of about 1,500 per year to more than 6,000 toilets in the first year of the project. Sanitation coverage doubled, going from 16% to 33% in only fourteen months, and, by the end of the three-year project period, households in the 30 pilot communes had constructed or upgraded more than 15,000 toilets.

In 2009, an IRC follow-up survey
 found that the trend of increased access to sanitary toilets has been more or less sustained since the project finished: sanitation coverage was 15 percent in 2003, grew to 44 percent by the end of the project in 2006, and was at 59 percent in 2008. 
Figure 4.3
Sanitation coverage trend in the IDE project area
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Extent of decentralization

In two of the project districts, the authorities had encouraged all other communes to adopt the IDE sanitation marketing approach after the end of the project. Nui Thanh District in Quang Nam Province extended the marketing program to all 17 communes, encouraged commune staff to promote sanitation, and sent providers for training at the district headquarters. As a result, another 12 communes achieved similar levels of coverage to the project areas in only two years, resulting in district-wide rural sanitation coverage of 49 percent.

Outcomes

Remarkably, this large increase in sanitation coverage was achieved without any hardware subsidies. The IDE project invested US$336,000
 in market research, product development, promotion and capacity building activities to develop the local sanitation market, which represents about US$33 of software expenditure per toilet constructed. However, the approach leveraged US$65 per household in private expenditures on sanitation facilities during its first few years – a leverage ratio of 2:1 (every US$1 of project finance leveraging US$2 of household investment) – and, with the sanitation market and its suppliers firmly established, the initial investment should continue to produce benefits for many years.

Three years after project completion, three-quarters of the service providers said that they had more customers and over half reported a greater business volume. Two-thirds said that they had made more profit and had higher incomes during the last three years.

Challenges 

The IDE Vietnam project decided to market relatively expensive latrine models, based on their marketing studies. However, 60% of the poor households that bought latrines opted for the cheapest ‘double vault’ design, or paid for a simple $10 upgrade to their existing latrine, using a deferred payment system that allowed them to pay 50-70 percent of the mason’s fees over a six month period. IDE contends that poor households opted for the double vault latrines not because of price, but because of other factors including the family’s desire to use the latrine compost as fertilizer; the type of soil in the area; and access to a nearby and reliable water source.

Poor households built 16 percent of all the new and upgraded latrines that were completed during the IDE project period. Given that 19 percent of the project population was below the poverty line, this represents a remarkable pro-poor outcome. Nevertheless, the marketing approach did not target the poorest households – those with the highest disease and economic burdens from inadequate sanitation and hygiene – and made little attempt to achieve collective sanitation outcomes such as open defecation free communities.
Risks (regulatory, quality or equity issues)

Promotion of the use of compost from double vault latrines as agricultural fertilizer must recognize the risk that strong demand for fertilizer causes vaults to be emptied too quickly, with the result that partially decomposed, pathogenic material contaminates the local population and environment. A recent study in El Salvador9 found that Ascaris (roundworm) and Trichuris (whipworm) parasitic infection rates were several times higher among users of double-vault dessicating latrines than among households using either pit latrines, or those with no toilet. Where regular demand for the composted toilet waste exists, e.g. where users practice smallholder agriculture in the vicinity of their homes, careful training and monitoring of waste handling and use are important as the risk of early emptying is high, which can result in the unsafe handling and use of untreated or partially treated excreta.
Scaling up of approach

The IDE sanitation marketing approach has since been adopted and implemented by the WSP Total Sanitation and Sanitation Marketing Project in Indonesia (East Java); by two sanitation marketing projects in Cambodia (WSP-IDE-USAID and WTO-LienAid); and is now being piloted by the AusAID-supported East Timor Rural Water Supply and Sanitation Program. 

CASE 3: Rural water supply - GRET piped providers, Cambodia
Cambodia remains one of the most rural countries in the East Asia and Pacific region, with 78% of the population living in rural areas. In 2008, only 56 percent of the rural population had access to improved water supply, including just 5 percent that use piped water systems.
The geography of rural Cambodia is strongly influenced by local commerce, and as many as 400 rural centers have sprung up since the cessation of fighting in the 1980s, the restoration of public services, and the emergence of a dynamic private sector. 
As population increases and economies develop, traditional ponds are filled in, there is less space for rainwater jars, and people demand water supply to the household rather than from communal water points. In small rural centers, private providers have been foremost in meeting these demands by delivering water from handcarts and developing mini piped networks. However, the quality and reliability of this private water supply is often questionable.
Volume and nature of NSP contribution

It was in the context, in 1999, that a French NGO, the Group for Research and Technology Exchange (GRET), decided to launch a pilot project to support a dynamic informal water provider to improve the quality of service, and subsequently established the Mini Piped Drinking Water program (MIREP) to develop network water systems in small rural centers with local private providers
.

Between 2001 and 2005, the MIREP program designed and implemented 14 small piped water supply systems managed by private operators through contracts with local governments. The total program cost was US$ 870,000
, with 22 percent spent on investment subsidies and the remaining 78 percent on technical assistance. 
The program target was to supply an average of 332 households per system. At the end of the program in 2005, only 162 households per system were connected; but this average had risen to 425 households per system by 2009, exceeding the target by 1,300 connections. Water supply coverage provided by the 14 systems reached 77 percent, supplying an average of 31 litres per capita per day at a fixed water tariff of USD 0.60 per m3.
Institutional arrangements

The MIREP program provided institutional support for the selection, preparation and enforcement of the local contracts; technical assistance for design, construction and operation of the water systems; and financial assistance in the form of a credit refinancing and guarantee scheme, and subsidies for simple water treatment facilities and for free water connections to the poorest households. A key feature of the program was the gradual evolution of the approaches utilized, following testing of different contractual models and subsidy systems.
Regulatory framework

MIME introduced water quality standards in 2004. The private providers conducted regular water quality tests both on water sources and at distribution points using jar test kits supplied by the MIREP program. 

Outcomes (exclusion, environment, sustainability) 

The MIREP systems did not extend beyond the more densely populated central areas of the project towns
, thus the 23 percent of the population that remain unconnected includes many of the poorest and most marginalized households. The baseline survey found that approximately 10 percent of households in the service areas did not have access to improved water supply. Only 49 poor households received subsidized water connections, and just 11 public standposts were installed, thus it seems likely that relatively few of the previously unserved households benefitted from the MIREP systems.
The MIREP program leveraged substantial investment from the private providers: 66 percent of the total investment was private, including 9 percent through assisted credit; 3 percent was financed by public finance; with the remaining 31 percent provided by the MIREP program 
Capital costs per connection were kept low at US$ 32, due to locally appropriate technical standards and the eventual over-achievement of the program coverage targets. However, the program support costs remain high, at US$ 114 per connection, even after allowing for the higher number of connections achieved. 

Challenges 

It appears that high quality and extensive technical assistance were strong factors in the success of the MIREP systems. Experienced engineers designed and implemented all of the water systems, and in-depth assistance was provided in contracting, financial management, and business development. The human resource intensity of this approach, and the financial requirements, suggest that it would be difficult to replicate at larger scale. The MIREP program was reasonably successful, but it increased rural water supply coverage by only 0.6% over a period of ten years, hence it is clear that faster and more scalable approaches are required.
In addition, the 100 percent subsidy provided for the water treatment facilities has not proved a replicable model without external finance. Six additional private water systems have been developed since the finish of the MIREP program without any technical assistance, but these systems did not invest in water treatment facilities or adopt the public-private contractual model.
Risks (regulatory, quality or equity issues)

Despite concerns that the private providers might increase tariffs, increases remained below inflation, at around 5% per year, even during periods of rapid fuel price rises. However, the resale of water to unconnected households proved hard to regulate or control. The connection contracts stipulate that resale prices must not exceed 125 percent of the water tariff, but in several towns resellers had ignored this regulation and were selling at significantly higher prices.

CASE 4: Urban Sanitation - Septage management, Philippines
More than five million septic tanks are in use in the Philippines: 40 percent of all urban households use septic tanks, with coverage rising as high as 85 percent in Metro Manila
. 
Septic tanks collect and partially treat latrine wastes. A growing quantity of wet sludge is retained in the tank, while surplus liquids overflow into soakaways and sewers. One of the central problems with septic tanks is that few users are aware that the gradual accumulation of septic sludge – known as septage – needs emptying every few years. Many people believe that septic tanks are maintenance free; that the latrine wastes are fully digested; and these beliefs help to explain why so few septic tanks are provided with covers accessible for inspection and desludging. When septic tanks are not desludged, the treatment effectiveness and effluent quality decline, until the tank is full of wet sludge. At this point, the wastes entering the septic tank either flow directly to the tank outlet, which means that untreated septage is discharged directly into the local environment, or the tank clogs up completely. 

Anecdotal evidence from the Philippines suggests that the tropical climatic conditions, which speed up the digestion process, allow septic tanks to operate without clogging for many years. As a result, few users are aware of the condition of their septic tank, or of the negative impact that the discharges from their tank have on local water supplies and health outcomes.
Figure 4.4
Poster from a recent sanitation awareness raising campaign: 



“Check your septic tank or swallow the consequences”
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Septage is usually emptied using a vacuum tanker then disposed into a sanitary landfill or treatment facility. But the full price of a formal emptying service, including the high cost of transporting and treating waste, are often greater than households are willing to pay
; and large vacuum tankers can rarely reach congested locations. As a result, some households revert to informal service providers, who are more likely to dump wastes illegally or unsafely, or empty the tank by hand. 
Regulatory framework

The Philippines Clean Water Act (2004) requires national agencies, local governments and water districts to provide either sewer connections or septage management for all domestic wastewater discharges. While an ambitious requirement, some progressive cities, such as Marakina and Dumaguete, have already developed local ordinances mandating regular desludging of septic tanks, and have begun construction of septage treatment facilities.

The Department of Health has issued a comprehensive manual guiding local implementation of septage management programs, and national agencies and development partners are currently collaborating to develop a national program for sewerage and septage management.

Volume and nature of NSP contribution

Septage management has the potential to be big business. In Dakar (Senegal), the mechanized emptying business is estimated to be worth more than US$ 2 million per year, with increasing competition between public and private providers. Yet, despite the significant public good associated with septage management, there are few public subsidies or incentives available to encourage providers to offer affordable emptying and disposal services in low-income communities. 
Septage management in Metro Manila

In Metro Manila, the two private concessionaires expanded septage management services as the difficulty of extending sewerage systems became apparent. In the East zone, the Manila Water Company Inc. (MCWI) now maintains a fleet of over 90 private vacuum trucks, which it has used to desludge more than 400,000 septic tanks in the last five years; in the same period, the other concessionaire, Maynilad Water Services Inc. (MWSI), has desludged 160,000 tanks; and between them the two utilities operate four septage treatment facilities with a combined capacity of 1,990 m3 per day
. 
The Metro Manila utilities finance the desludging services through the addition of 10 percent environmental fee to the water bills of those without sewerage connections, with plans to increase this sanitation charge to 20 percent for all households.

Septage management in Mindanao

A JIBC loan was recently used to construct 7 septage treatment facilities (STFs) in small towns close to General Santos City. The loan was originally intended to finance a sewerage system in GenSan, but the city authorities decided against the sewerage system, so the Department of Environment and Natural Resources (DENR) opted to build the STFs instead. 
Alabel STF is the largest of the treatment facilities, completed in 2008 at a cost of US$1.2 million. The feasibility survey estimated that the STF would serve more than 7,000 septic tanks, but more recent surveys found only 2,100 desludgeable septic tanks within the local government area. Assuming a 100 percent desludging rate, and an optimistic two-year desludging period, these septic tanks would still only utilize 10 percent of the treatment capacity. The JIBC loan also provided two vacuum tankers for use by the local government, but there is little incentive for these tankers to generate work, and little demand for their services.
Outcomes (exclusion, environment, sustainability) 

A small number of private vacuum tankers operate in the Alabel area. When interviewed
, these informal providers stated that they were not registered with the local government; that the 20km distance to the Alabel STF and the associated tipping fee of US$10 per m3 prohibited their use of the public treatment facility; and that they usually dump their septage loads on nearby agricultural land for use as soil treatment by local farmers.

The private providers also noted that demand for desludging services was very low, with a tiny fraction of non-poor households paying for regular desludging; and that the only profitable area of the business was in providing desludging services to larger commercial and industrial clients. 

Challenges 

Developing viable financing models for septage management services remains a challenge. The utility approach used in Metro Manila is only viable in urban areas where sanitation charges can be added to water bills, and is unlikely to reach the thousands of poor households that lack piped water connections. 

Local ordinances to encourage regular desludging and safe disposal of faecal sludge will be increasingly important as sanitation coverage rates and population densities increase. However, enforcement of these ordinances will remain impractical without significant increases in the availability and affordability of desludging and disposal services, and without incentives for informal providers to adopt safe practices and extend services to low-income communities.

5 intervention options

More information is needed on non-state provision of WASH services. Detailed mapping of formal and informal NSP activities in the WASH sector will be essential to an improved understanding of NSP issues, and to the development of more effective intervention and support options. 
The general points made below are relevant for all sub-sectors, and are followed by a brief discussion of more specific interventions options in a number of sub-sectors. In each sub-sector, WASH practitioners need to improve:

· Research and engagement with NSPs

· Coordination, collaboration and consultation with NSPs

· Implementation of non-restrictive registration for NSPs

· Effective financing mechanisms for NSPs

· Appropriate technical standards for NSPs

· Advocacy and awareness raising about NSPs

5.1 Network water providers

A great deal of effort has been invested globally in promoting and encouraging network water providers, with impassioned debates and expensive interventions to support the numerous competing management models. The key lesson from this review is that complex developing contexts require a wide range of services rather than a one-size fits all solution, and that embracing this diversity by disaggregating the water market is likely to create new opportunities for service improvement rather than inefficient service solutions.

The GRET Cambodia case study illustrates the value of professional support services, even to small-scale providers. Where competent and experienced utilities or progressive local governments exist, partnerships with these local stakeholders may be a more effective and sustainable support mechanism than the use of international or regional specialists.

Financial requirements are higher among network water providers than in any other WASH sub-sector. A more predictable and less predatory regulatory environment would encourage more private investment, as would more transparent and competitive selection and approval processes for permits, licenses and public contracts. Government support and incentives to competent NSPs could take the form of tax incentives, land concessions, asset guarantee and protection schemes, and exemption from import duties.
Pro-poor interventions
One of the big challenges is financing the extension of water networks into congested informal settlements and low-income communities. All too often, ambitious pro-poor coverage targets are set in reform programs and management contracts without the establishment of financing mechanisms for network extensions and new infrastructure. Recent reform initiatives in Africa provide a useful model – notably the establishment of trust funds (Devolution Trust Fund, Zambia; Water Services Trust Fund, Kenya) to provide common-pool financing for the extension of infrastructure and services to low-income areas. 

The Devolution Trust Fund (DTF) is semi-autonomous from the national regulator
 (NWASCO) and receives funding from government subvention and external support agencies. Funds are given to eligible providers for the rehabilitation and extension of networks in peri-urban areas; construction of water kiosks; and for mobilisation and development of low-income communities. Since 2003, pilot projects in six low-income urban communities have provided improved water supply to about 120,000 people, and DTF operations are currently being scaled up to other low-income settlements. 

Explicit government and utility policies are required on services to the urban poor, with well publicized roll-out strategies to ensure that government officials, service providers and potential customers are aware of new policies and procedures. The special skills and social welfare orientation needed to work with the urban poor are hard to find among conventional utility staff, thus most successful and large-scale programs have established specialist poverty units within the utility, and encouraged partnerships with local NGOs and CBOs for effective community consultation and mobilisation. 

5.2 Non-network water providers

The large and fast moving sub-sector of non-network water provision is particularly hard to monitor and regulate. Efforts to register informal water providers and control water prices through top-down approaches have rarely been successful. A more effective approach is to encourage registration and self-regulation through the provision of incentives, such as discounted bulk water rates and new filling points for small-scale providers that: 
· register with local authorities;

· undertake training in improved water collection, transport and storage practices; and
· collaborate in local benchmarking assessments.
The Public Utilities Regulatory Commission (PURC) in Ghana avers that free market competition should set private sector prices wherever possible, and that it will only intervene directly on matters of public health, e.g. water quality, or where monopoly rents are being extracted. However, the PURC plans to rationalize the utility’s lifeline tariff to benefit poor consumers living in compound houses; to improve affordable access to water supply for the very poor living in areas served by water vendors; and to enhance the quality of tanker services and rationalize the cost of tanker services through promoting self-regulation and regular benchmarking.

Sector practitioners need to recognize that reforms, utility expansion and increased regulation often have severe consequences for informal service providers. Interventions should factor in the potential loss of employment and income to informal providers, and facilitate training and employment opportunities in other areas.
Associations of water providers offer a number of theoretical advantages, such as entering into group contracts with utilities, negotiating on major policy issues, providing a united front to leverage political support, agreeing bulk tariffs, publicizing consumer prices, agreeing access to shared infrastructure, self-regulation, provision of social safety nets (insurance), training, conflict resolution, and access to finance. However, associations can also become a form of cartel, where policy, prices and access are controlled by a few influential members, and other providers are excluded from sector decision-making.

5.3 Toilet providers

Cost-effective interventions are needed to create household demand for improved sanitation, and to increase recognition of the benefits of community-wide sanitation improvements and the importance of the safe disposal of latrine wastes. In parallel, sanitation marketing interventions are required to improve the supply of sanitation goods and services through local providers. In combination with efforts to improve the enabling environment for sanitation, these interventions have the potential to generate more sanitation transactions and build the critical mass of willing customers and interested providers that is needed to develop sustainable sanitation markets and achieve large-scale improvements in sanitation outcomes.

Several countries in the region – including Cambodia, Indonesia, the Philippines and Timor-Leste – are now implementing sanitation improvement strategies that put private entrepreneurs, households and NGOs at the centre of sanitation development, working towards the development of viable and sustainable businesses for local providers through the provision of market-based incentives rather than public latrine building programs.
NGOs also have an important role to play in providing the specialist services needed to: implement sanitation programs in challenging social environments; train informal providers in more effective techniques and approaches; support participatory monitoring and social accountability mechanisms; and undertake the advocacy and awareness raising required to generate high level political support.

5.4 Septage service providers

The AECOM regional assessment of septage management in Asia recommends a number of useful intervention options:
· Operator partnerships (model regional utilities paired with local service providers)

· Knowledge management of best practices (development of successful local models in parallel with national policies and programs)

· Sharing of model documents

· Development of policies on scheduled desludging and regulated collection and disposal

· Introduce public hotlines to report illegal dumping

· Institutional reforms to assign clear responsibility for septage management

· Match treatment technology to public capacity and private willingness to pay

· View septage management as a profitable business (byproducts include energy, biomass and liquid fertilizer). 

Other reviews note that long desludging intervals limit transactions and reduce private sector interest in septage management. Therefore, combined contracts to supply solid waste and desludging services may be more attractive to private providers, given the similar nature of the equipment and infrastructure. 

5.5 Enabling environment

As noted earlier, an effective enabling environment is critical to better integration of non-state providers with the WASH sector. Existing sector policies, strategies and investment programs recognize the role of informal and non-state providers, but rarely include directives or components with the explicit purpose of improving and supporting NSP services. 
The development of improved enabling frameworks for NSP WASH services will require clear evidence of the costs, benefits and constraints associated with non-state provision, as well as concerted efforts to build consensus on the way forward – specifically how best to develop, improve and utilize non-state provider services for the public good.

Regulatory frameworks are usually designed around the main operator, with standards and rules that are inappropriate (or exclude) independent and small-scale providers. Given the important role that these providers already play, and the difficulties that utilities face in extending services to the urban poor, it is important that regulatory frameworks, provider contracts, and sector strategies allow for informal providers wherever possible and leverage their capacity and innovation towards achievement of the Millennium Development Goals.

Sector interventions should also address and tackle corruption through the use of social accountability tools (citizen report cards, stakeholder dialogues, benchmarking to identify unusually high prices), provider blacklists, performance-based payments, and transparent and independent audits. 
6 conclusion

This review highlights the breadth and diversity of non-state provision of WASH services, and exposes the sporadic nature of the information available. The review collates data that confirms the important role that private providers play in urban water supply; that NGOs and CBOs play in rural water supply; and that informal providers undertake in both the urban and rural sanitation sub-sectors.
The universality of non-state providers, who feature in some way in almost every aspect of WASH service delivery from private provision of high-tech equipment for public water utilities down to the emptying of pit latrines, illustrates the multiplier effects present in this complex and inter-related sector. It is extremely hard to assess the economic, social and environmental impacts of water and sanitation activities and outcomes that affect almost everyone, yet it seems clear from this review that the effects of these non-state services are more significant than allowed for in current sector analyses, and warrant greater attention and support in future WASH policies and programs.     
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