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The reason for offering a presentation based on the South African experience is that there may be lessons that can be drawn from our peculiar experience that are of broader relevance to this meeting.

South Africa used to be promoted as a “World in One Country” for tourism. We now recognise what we are: an ethnically diverse, middle income country blessed with some wonderful economic and technological, social, cultural and environmental strengths but cursed with extremely high levels of inequality and the burden of disease and the other social pathologies of poverty.

Of relevance to this gathering is the fact that in our diversity, our relative income levels and the divide between rich and poor, we closely mirror closely the global divide.

Approximately 15% of the population live well, enjoying “western” standards of living, education and health care.

Approximately 50% are very poor, subsisting on incomes of less than US$1 per day, with communities as poor as any in sub-Saharan Africa and in places less able to cope because of the damage wreaked on the social fabric in previous decades.  In this very poor community, still one third are without adequate water and the majority have inadequate sanitation.

Within seven years, we have halved to seven million the number of people without access to safe water, reflecting the Millennium water supply targets which our Heads of State and Ministers have charged us with reaching at a global level.

If South Africa, a microcosm of the world’s population and wealth can do this, what do we need to do to replicate it globally ? This is the challenge that we need to address in this meeting and the focus in this presentation. 

*******************************************************************

South Africa started in 1994 with an estimated 12 million people without access to basic water services which would have reached 14 million by now in terms of natural population growth with women, as always, quite literally bearing the heaviest burden.

Driven by a Constitution which includes “access to sufficient food and water” as a social right, basic infrastructure to supply safe water has been provided in communities formerly without such access, mostly in our rural areas. (Expansion of existing infrastructure has met the needs of the growing population in already served urban areas). Within the next six or seven years most of the rest of the backlog should be eliminated and we are now turning our attention to the challenge of improving sanitation. 

The allocation from central government’s capital budget for basic water supply infrastructure has grown from zero in 1994 to over R1 billion (US$125 million) this year, a modest but significant 0.6% of the national budget. This has been supplemented by valuable donor programmes, which contributed about 10% of the total and helped to kick-start the programme in its early stages. Attempts have been made to engage the private sector in operations and training as well as infrastructure provision, with limited success.

The funding of the rest of our water supply sector is more traditional. Ongoing investment has been made in resource development to ensure the urban and industrial needs, culminating in the US$2 billion Lesotho Highlands Water Project. This is managed by bilateral public organisations but implemented by private contractors and funded by loans raised on local and international markets against future payments by South Africa’s water users.

Ongoing operations in the relatively well-off urban areas are managed mainly by public local government authorities (although there are some small private sector concession arrangements and rather larger public regional utility operations), also funded through user charges. Standards of service in richer urban areas compare well with many developed countries. 

To sustain the operation of basic service infrastructure for poor communities, an intensive local government support programme has been implemented. The local government finance system includes an annual grant to municipalities for operating basic services, including water. Backed by this subsidy, central government is promoting the policy that people should receive the basic supply of water (currently calculated at 25 litres per person per day) free of charge. 65% of the population with access to water already benefit from this free basic water even though new municipalities were only recently elected and are still establishing their administrations.

While the free basic water policy is heresy in some water circles, its implementation is already helping to promote accountability and good financial management in local government. Municipalities must explain to their constituents where available funds are being deployed and who is benefiting. The distinction between the “can’t pays” and the “won’t pays” is clarified and “free-riders” with higher than basic levels of service are more easily identified. The policy reflects our fear that the deep damage to our society by the years of apartheid will leave a legacy of poverty and unemployment that will require some form of social safety net, in cash or kind, for many people for many years to come.

*****************************************************************

What from South Africa’s experience is of relevance to this gathering ?

First, even though South Africa is moderately well-off, we could not afford to fund all water supply services from government’s budget.  We have had to use a mix of government grant funds, user cost-recovery, private sector loans as well as a little equity investment and donor assistance.

In this, the principle that water is, in many of its uses, an economic good is supported. Unless those users who can pay for water services do so, we could not achieve, much less sustain, our goals. 

The financial and organisational arrangements for operation and maintenance are both as important as infrastructure provision to ensure that theoretical access to water supply services translates into real, ongoing access.  The focus on local government support will be relevant in many other countries.

We mobilise the private sector, for both its technical and its financial resources although we have not had to “privatise” water to do this. There is however keen competition in some areas between different local and regional public water service providers which will, we hope, encourage greater efficiencies.

Finally, the way we address our social obligations (enshrined as rights in the Constitution) to meet the basic need for water contributes to the social and political sustainability of service provision which leads in turn to environmental and financial sustainability. 

Unfortunately, other poorer, countries cannot solve their water and sanitation crisis by simply emulating South Africa. Our curse is also our blessing. Because we are dealing with inequality within our country, we have sovereignty over the resources we manage.  This is not the case in the majority of less-developed countries that confront the major water supply and sanitation backlogs.

This is the heart of the challenge that we face here in Bonn. 

South Africa demonstrates that, if we think – and act - globally, we should easily be able to address the world water crisis. Our experience also demonstrates that we will not achieve our goals through local programmes limited to the resources available within poor communities – or poor countries. 

So how do we go forward ?

*****************************************************************

If we could increase the external funds available to the sector, how would we allocate these between competing claims ?  Do we establish a dedicated water fund for infrastructure investment or use a social fund prioritised at local level ?  Do we encourage existing multilateral and bilateral donor and lending agencies to set aside a proportion of their budgets to water and sanitation ? Who decides where the funds go, using what criteria ?

Second, how should countries fund the ongoing operational costs of water service provision ?  Is there any point in providing infrastructure support without the financial arrangements in place for their ongoing operation ? Does that mean that external funds should be allocated for ongoing budgetary support as well as capital programmes ?  Should we perhaps go further and focus on the task of building and maintaining effective local administrations as the key strategy for achieving sustainable access to water and sanitation ? 

How do we build the social consensus for solutions which involve a mix of external funding (which everyone will accept) cost recovery from users (which many will resist, actively or passively) and private sector investment (which will continue to be controversial) ?

And in relation to the private sector, how can we use its capabilities without excluding the poor?  Could there be a global deal in terms of which opportunities for private participation in profitable urban concessions could be made conditional on increased public sector financial allocations, specifically increased ODA, for water supply in poor communities ?

*****************************************************************

Since we are preparing for the Johannesburg Earth Summit, at which questions of environmental sustainability are going to be high on the agenda, it is important to emphasise the interaction between the social, economic and ecological issues.

In South Africa, we have also introduced radical water resource legislation, which gives priority to environmental protection as well as basic needs, establishes mechanisms to enable water use to shift from one user to another to reflect changing social and economic priorities and creates a framework for integrated water resource management. It also provides the basis to share equitably the benefits derived from our shared water resources. 

We have been able to introduce new laws, including provisions for charging the users to cover certain water management costs because of the social and political legitimacy gained through a principled approach to meeting basic water needs.

More than ever after September 11th, we believe that the same linkage applies internationally. If greater attention is paid to meeting the water supply needs of the world’s poor we will be able to achieve greater progress in reducing violence in many areas, including violence to the environment. 

One principle we are enforcing is that the polluter pays. Yet are we applying it globally ?

Developing countries face substantial costs to manage and mitigate water related disasters, both floods and droughts. Climate change is widely believed to be one of the factors responsible for increased variability and associated increased occurrence of the extreme events that lead to disasters, 

Are we seeking to ensure that a proportion of the proceeds for carbon mitigation trade goes to developing country activities to cope with the consequences of past pollution ? Or is the intention merely to assist the developed world to adjust and adapt ?  This is surely an issue on which this conference should pronounce.

***************************************************************

I would like to conclude by reflecting on the broader canvas.

At this conference, we have been charged to see water in its larger context, as a key instrument for sustainable development. 

Water is an important factor of production as well as a social need. If people cannot afford to pay for water, if countries are unable to fund basic water services, action to improve their financial position may be as or more important than action to fund their water supply deficits.

Debates over trade and finance for development impact directly upon the water sector. More prosperous people can afford to provide water services and to manage water sustainably. Water can also help to make them prosperous, but we may need reforms in the trade and finance sectors to unlock this potential. Equally, rich world companies seek opportunities in (urban) water service market of developing countries. How can we address these issues in a package ?  And how do we sequence improvements ?

We meet at a time when most economists agree we face a serious economic slow down if not an outright global recession.

Governments are seeking to find responsible ways to keep the world economy moving forward.

Yet the largest bilateral aid donor – and I suspect others as well – are considering cutting back on their assistance.

It is time to draw attention to the self-evident facts:

Investment in our sector represents an investment in the future, in both people and in production and can yield substantial long term returns. We can identify strategic initiatives that will achieve greater water security.

There are opportunities in the Nile region, for example. There is potential to tap the power resources of the Congo and generate new prosperity in war torn regions. There are opportunities to reduce the tension and create a basis for cooperation between the troubled lands of the mid-East

We can identify initiatives that will help the burgeoning populations of China and India and their neighbours to feed themselves over the next decades.

Domestically, we can develop new partnerships to enable such projects to occur in a way that such partnerships address the needs of the poor and do not leave them to wait for clean water to trickle down in future years. It would certainly be easier for those seeking profitable supply concessions in the cities if they could point to an increase in funding flows for the poor, if reforms which allow the poor to earn additional income are introduced, if an opening of markets is matched by increased financial flows.

If we are not prepared to consider such interventions, if we have no mandate to consider them, then we should be honest. We should go back to our principals and report that, within our current mandates, the needs of the poor will not be addressed, the targets will not be met.

***************************************************************

