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CHAPTER .9 INSTITUTIONS AND LAWS
9.1 Introduction

This chapler sets out the proposed ‘arrangemients for the institutional and financial
reform of SWM in Buc_haresi.' Although the master plan is primarily concemed with
arangements in Bucharest, a brief consideration of national SWM issues is given in
| scction 9.3. ' ‘

The Bucharest Mumcnpallly (MB) is msmuuonally and fi nanc;a]ly rcstmcturmg its
municipal solid waste services for which it is ultimately mspons1blc

9.1'.1 lns!itutional Re’slruc!uring'

- Under the proposed restructuring, the Municipality is fequired to triansform RASUB

~ under GoR Ordnance No 69, 1994 and Government Decision 135, 1994, and intends
to split RASUB’s disposal and collection activities. MB intends that disposal will be
subsumed as an Administration under the Municipalily and that RASUB’s collection
services will be provided by a new commercial enterprise called SALUB.

However, until this happens the Municipality intends to ¢ontract with the current service
providers RASUB (cellection and disposal) and RGR (collection), which will no longer
collect tariffs but instead will be remunerated under contracts. RASUB will continue to
'providc collection, disp'osél services and also street sweeping, which will be (ransferred
to RASUB from the ADPs.

The key institutional issue is that there is no formal legal or institutional framework
between MB and RASUB which delimits the contractual relationship between them,
their corzeslaondmg rights and obligations, ‘and ensures that performance objeclives are

 met. The lack of a framework greally weakens MB’s ability to oversee and regulate

RASUB $ acuvxtles_. This has greatly contributed to serv1¢¢ deﬁc.lenc:cs.

"Ii‘_he‘ propo_;a_ls i)rcscn'téd'.in' tﬂis chap.ter have considered ways to resolve this problem.
912 :Fi;la.ﬁ(.:ial .R_estru;:lltulrin'g'-

The ﬁnancin_g of m’unicipal'solid waste se;vices iri Bucﬁéresl, particularly capital
investment, has bech greatly consteainied for a number of years. As a result, the

opportunity for the Municipality of Bucharest (MB) and for RASUB, as the major
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service provider, to improve the quality of SWM services (o the citizens of Bucharest
has been limited.

MB is primarily responsible for financing SWM capex but has been unable to invest at
the required level because its fiscal and non fiscal rcvemie basc is severely constrained.
This is because MB lacks the financial autonomy ‘to set its tax¢s and fees (with the
exception of those set under Law 27, 1994) and to approve ils expenditures.

Likewise, RASUB is unable to finance capex from its tarilf revenues because its tariffs
are set 100 low. . RASUB has not had the opportunity to finance’ capex from bank
credits because of the dtfﬁcully of obtaining loans and the high financing costs.. The
ﬁnancmg of operating expenditures by RASUB has been similarly constrained. |

The Municipality has considered how to improve the ﬁnancing of SWM aS patt of its -
restrecturing of SWM scrvices and it intends to introduce .a waste tax which it is
empowered {o k:vj,r under Law 27, 1994, ' :

MB needs to set and impleme_nl the waste tax at levels at which it can properly finance
SWM services. - It is committed to implementing’ the tax’ which will ensure effective,
efficient and economic financing of SWM services. It is proposed that the Municipality
reccive technical assistance from the World Bank to assist it to set and imple'mcnt the
proposed tax. Proposals for he technical assistance are contained in the Chapter 1 in |
the Report on Studies on Technical Asssislance, Waste Education and Waste Bins
Supply. | &

The financial framework prcsented in the following proposals consxdcrs how each of
the servicics is financed. Lo _

The propos gls for ;nslggut onal rel‘onL_presemed in thjs chapter have cons&dercd
the Municiplaty’s plans, and focus on four kcy areas: : 5

1. The responsibility for solid waste services - collecuon and hautage strect swccpmg
and disposal setvices - : R SR : -

2. The optimal contractual arrangements belwcen MB and lhc semce prowdcrs

3. The financing respons:blhlie.s for opex and capex for each of the sewlce areas -

4. The rcsponsmlhty for monitoring ¢ serwccs '

Thc prop(isals have. been dcvelopcd by consideﬁh_g altcfnaﬁve_ ins_l'_iliuiona!'Opiiolns and
recommending a_ preferred option or -options .in cach of the four key areas.
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- Justifications are provided. These proposals will be discussed with our Romanian
counterparts and may be subject to modification and should not be considered to be
finalised at this stage. o '

-The -proposals consider not only the existing arrangements but where - appropriate
indicate proposals for future arrangements. These are presented as future goals rather
than as specific time scheduled events and targets. '

Our recommendations have been developed from the detailed evaluation of institutional
and legal conditions in Bucharest, carried out in Progeess Reports 1 and 2. This
“evaluation included an assessment of MB’s resteucturing of SWM in Bucharesi as a
result of Ordnance 69 :

Proposals for interna! organisational and .mz'magemem strenghthening of MB  and
-SALUB are not considered here but are presented in Chapter 10.
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9.2 Institutional and Financial Framework
9.2.1 Overview of Recommended Institutional Arrangemeénts -

Different institutional arrangements or systems have different affecis and influences on

-the efficiency, economy and effectiveness of organisations be they biisiness; industries
or government. The provision of solid waste seivices to the Cily of Bucharest is tio
cxception, | ' : ' ' |

Therefore it-is important to identify and implement the besl mshtullonal arrangemenls '
which will ensure that SWM - services ‘are provnded as effcclwely and’ respons:bly as
possible. At the current time¢ the main institutional reSpOIISlblhllcS for SWM may be
summanscd as:

Ultimate duty of care and acccunlabjhty to the pubhc B
Planning and poticy formutation - L '
Setting standards and issuing norms and regulations
Asset ownership and stewardship

Providing services

Managing the coniracting out of services

Financing rcsponsibilitics for opex and capex

L I Y R R =

Monitoring of services
4 key institutional areas were identified. These are:

Flrstly, the responsibility for the provsion of SWM services
Sccondly, the financing responsibility for opex and capex
Thirdly, the responsibility for the monitering of the service.

Linking and underpinning thesc areas is the Fourth key arca, the contractual
arrangements between MB and the service providers. The contractual structure takes

account of the operational relationship between the provider and the municip'a!ity. the .~
financial zesponsibilities involved and the level at which services are monitored.

These 4 key institutional areas are considered in the following way, Collection and
haulage, street sweeping and disposal are sepasately considered in secllons 9.23 to
9.2.5 below. And for each one proposals for 1) service responsibxhty, 2) mainlcnance,

~ 3) contractual arrangements, 4) financial responsibilities and 5) service m_om_lonng are
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presented with undeslying justifications. These proposals are then summarised together
in the section 4.3, ' -

It is important to note that our proposals have been formulated on the assumplion
that SALUB is set up and that disposal and collection anad haulage are split up; MB
taking responsibility for disposal and SALUB for collection and haulage. RASUB's
‘operaling asscts are vested in SALUB and MB wholly owns SALUB's share capital.

I SALUB is not st up, RASUB will substitute for SALUB in the proposals presented
below for collection and haulage and strect sweeping servicies. We do not propose that
RASUB remains responsible for disposal.” Recommendations for disposal arc made in
section 9.2.5 below.

A large part of the evaluation considers the role of private sector involvement. It'is
generally assumed that contrac{ing services to the private sector, which could be RGR,
‘olher companies or'a privatised SALUB, is the best ‘solution to improving seivice
quality and reducing costs, i.e. private operators tend to be more efficient than
government. Empirical evidence from interational experience, as well as, RGR's
performance in Bucharest, suggest so. We have therefore made this assumption for
collection and haulage ang street swcepmg in developing options for restructuring
coilcc_t:on and haulagc

However,_the type of pnvatc sector - mvolvement has to fit the requlrements of :
_ Bucharest. A sclu_u_on,w:th high nsk_s may threaten _scrvncc_communy or impose -
onerous implementation costs. A sufficient leved of compelition is required.

For the purpbscs' of the evaluation, the term “private sector benefits“is defined as:
. increased cost efficiency;

. improved quahly of service;

. efficient mobilisation of finance for capllal mvcstmenl

-5-_ R

. :mprovcd managcmenl capabilities; and’
5, greater responsivensss lo citizens needs,
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This assumes that there is an adequate level of competition within the local market.
Without competition, private sector companies will have less incentive tobe:

L, cost efficient;
2. responsive to citizens needs; and
3. .improve seivice quality.

Bcforc the pr0posals are prcscnted in sections 9. 2 3t09.2.5, the respons:bxlmes for lhe
different types of waste will be defined. :

9.2.2 Wasié Management-Responsibiliiies by Waste Ttype

As shown in the table 9.2.1 below, the Bucharest Municipality should be responsible
for the management of municipal waste, while' generators are responsible for the
manage_me:it of non-'municipal waste. The definition of municipal and non-municipal
waste is also shown in the table betow.: ' - '

Table 9.2-1 Definition of Municipal and Non- Mumcipa[ ‘Waste aﬁ:d
_ Management Responsibillty by Waste Type RN

Type of Waste { Management Y Remarks
: Responsnbxhly o

1. Municipal | 1. Houschold waste . "Buchares B Thcmumcxpahly
“waste  |2. Streetwaste - | Municipality - | should collect bulky
3. Marketwaste . s+ . Jwaste uponreceipt of

4. Business waste - | requests from the
excluding those defined| - - | citizens by chargmg

as non-municipal waste .|| . - .. .. | special tariff, .

2. Non- I. Industrial waste [ Géncrators | Gencrators may u_sc
Municipal { 2. Demolition waste . fHeensed ... waste
wasle 3. Hospital or hazardous . |wanagement - - -

waste ‘ compamcs ' ;
4. Officc waste of large|: ..~ . -
quantily Themummpallty may o
5. Discarded vehicles -~ {accept non- hazardous :
' S oo ] waste at its landfitl
sites by charging

1 tipping fees.

Management of Hazardous Waste
It is advisable that the central government should 1) prepare a legal document sﬁpuialing

definition of hazardous waste, and 2) take an initiative in establishing a central system
for treatment of hazardous waste. . '
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©9.2.3 Collection and Haulage
1)  Service. Options

Institutional responsibility for collection and haulage can be summarised into 4 options.
‘These are, in order of increasing “privatisation”: '

'+ a) Department or administration of MB-
' b) SALUB and RGR - status quo
~- ¢} Full contracting out to the private sector .
~d) Fully privatised

Based on a evaluation of these oplions given below, we have selected a number
preferred options. Each option is summarisedbelow.

a Dep‘.ar[ment or Administration of MB

This is option is given for illustrative purposes only. Under it collection and haulage is
administered within MB itself. There is no private scctor involvement at all. This is not
a viable option because the benefits of private sector involvement are forfeited, it is not
consistent with Government reformis and responsiveness to citizens needs is low.

b . SALUB and RGR - stalus que
~ This bption concurs with MB’s current proposals, i.e.:

- 1. SALUB and RGR provide collection and haulage services (o Bucharest;
.2, SALUB does not provide disposal services; '

- 3. MB wholly owns SALUB’s share capital; and -
4, MB cbntrac_is’ out services to SALUB and RGR under a contract.

MB will monitor service levels. If the quality is poor, MB will have the right to
recontract sectors or subsectors to alternative suppliers. This will encourage SALUB or
RGR to niaintain gbod levels of service or risk being pickcd off subsector by subsector
by competitors, It will also foster compcl'ition within Bucharest and therefore improve
service quality and cost efficiencies. - Smaller companies will also be encouraged (o
' enler the markel becausé they are able to service the smaller subsector areas. This will
.spur developmént of the private sector.
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We propose that street sweeping is initially prowdcd hy SALUB to resolve thc conﬂlct
over who coltects illegally dumped sotid waste, but that the ' service is conlracled ot lo
the private sector as soon as possible. This issue is dealt with in more dctall in the
street sweeping scction below. ]

The overall e_valualién of option b) is that it is low risk, keeps options open, is easy and
cheap to implement; encourages competition and private sector involvement and allows
MB to develop its contract management skills before it tries something riore ambitious,
It also gives SALUB the opportanity- to improve -its financial pﬂformancc and its -
service delwcry :

¢. . Full contracting out to the private sector,

Although option b) offers a workable solution and is a good start, it wilt take time to
improve service levels. At the moment SALUB, the major supplier, is giving a poor
service. Reform of SALUB will be a slow process It will be a considerable time
before it delivers good services cost effectively. .

Therefore, the only solution to improving Buchércsi’s SWM is for MB to ful ly contract
the service to the private sector. Expericnce at RGR cleary denionslratc_s this. . =+ -

Under this scenario up to 6 sectors (and possibly subsector areas) would b(:_"cdniracted

out and the contracting would be phased in. A sufficient number of conipanics"wiﬂ

necd to compete for contracts. Without compctltlon private secior bencﬁts wilt not be

realised.

MB would be - respon51ble for conlraclmg, although in.the long tenit’ the Sectors

themselves could do so, when sufficiently prepared. Disposal would still be separated _
from collectron and haulagc, and street sweepmg would be mdependently conteacted _

out. Street swccpmg is discussed in mor detail in section 9.2.4 below. |

It will take time for the. numbc’rj- of priVake: sector -providers’ to enter. the - market.
Currently RGR is the only player and there ate a number of constraints fo market ciitry;
i.e. the macroeconomic situation, lack of a proper-Jegal framewo:k iack of a capnlal
market and lack of private sector and contraclmg expcmse - s
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The transition to option ¢} will require the development of a SWM market in Bucharest,
Joint ventures with foreign companics are a good way 1o access technology, tap foreign
capital markets and develop a stable market,

Tn the transition we recommend SALUB is fully privatised. This assumes that SALUB
becomes commercially viable and is not eclipsed by the competition. We hope that
increased compcnuon will mcenhwsc SALUB to become more efficicnt, economic and
effective. :

d  Full privatisation

.Full. privalisation is where private sector companies are frecly allowed to compete in a
free market. MB has no service management responsibilities i.c. no direct service
provision or contracting responsibilitics. However it would probably have to set up
some sort of price regulation and also continue to isstic and inonitor service regulations
and guidelines. | .

We do not consider full privatisation to be a viable option in either the short or the long
term. This is not only because it is too risky, bul also because it requires onerous
regulatory arrangements which are unjustifiably complicated and costly for SWM at this
.lo,cal level. Contracts belween MB and Providers are easier to manage,

On economic grounds alone privatisation appears'to be unjustified.
e . | - Preferred Option

Our preferred'opiion is that collection and haulage services are fully contracted out.
Initially MB will contract with the newly created SALUB and RGR. This concurs with
the Mumclpahly ] exlslmg propcsals

Ailhough this a 'a_ good start, il will'nol provide an effective solution in the long mn. At
the moment RASUB is giving a poor scivice and SALUB will inherit RASUB’s
deficiencies. Reform of SALUB will be a slow process.

The best solution to improving SWM is for MB to fully contract the service 10 the
private s_cétor.' ‘Experience at RGR cleary demonstrates: this. Therefore under this
~ scenario, thare,wdﬁl_d be. a phased conteacting out of the 6 sectors.  Details of the
contracting are given in Section 3) below. This could be carried out within 1 to 2 years.
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‘The conteactor is remunerated through the contract, which MB  fihances froin”the .
proposed waste tax. The contractor will be ecither SALUB, RGR Or a pnvate scctor _
company. In all cases the optlmal contract length is 3-5 years. - :

To cnab!c MB to do this, it is propos‘ed that the Municipality feccive technical ‘assistance
(TA) from the World Bank to streighten ils conlract managenmient and - service
monitoring capabilitics. Details of the TA are given in the Contract Managenient sﬁ:‘dy, E
in Chapter 1 of the Repoﬂ on Sludlcs on Technical Assnstance Waste Education and
Waste Bins Supply '

The transition to full contracting out to the private sector also requires the dcvelopment
of a SWM markel in Bucharest. Joinl ventutes with forelgn companies are a good way
to access technology, tap forclgn capital markets and develop a stable market. “In the
transition we recommend SALUB ‘is fully prlvatlscd assuming that: SALUB becomes
commercially viable and is not cclipsed by the compétition. : IR

Our prefersed option is relahvely low risk, keeps opllons open, is easy and chcap to
1mplemcn| CNCOTAgEes compctmon and pnvate sector mwlvement ) '

MB witl monitor service levels. If the quality is- poor, MB will have the right to
recontract sectors or subsectors to allemative Suppliérs “This will foster ‘co'mpclilion,
improve service quality, increase cost efficicncies and spur development of the pnvate
sector. : ' ' - '

We also propose that steeet sweeping is initially provided by SALUB to. rcéblve the
conflict over who collects illegally dumped solid wasle, but that ;i is conlracted to lhc
privaté sector as soon as possxble SR T ' '

We have also considered the possibility of subconiracting out components of SALUB'’s
activitics, e.g. billing. However at the current time it would be prematiui‘: to consider
this, with the exception of maintenance.. Options for mamtenancc are cons:dered i
seclion 2) “Options for Maintenance” below., ' ' ' ‘

f Transitlon' Path

It is not possible to accurately. project ‘an optimal  transition path becaise of the

unceriainties involved. - How quickly costt efficiencies and quality jgai_ns:dte_ frealised
depends on what happens to SALUB, how many providers entef the market and how
good MB  is at monit_bring and enforcing standards  and contracts. .
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2) .. Options for Maintenance

Private seclor collection and haulage coniractors \wll be rcsponsnblc for providing their
ownh maintenance arrangeiments.

However, for SALUB are 5 ways in which maintenance can be provided to SALUB
(and othez providers). 3 options use existing facililiés, the remai:iing two oplions use
alternative facililie's, It is clear from our assessment of SALUB’s maintenance facilities
- that they need replacing or radically upgrading Therefore, a key factor influencing the
selection wnll be how investment in new facilities can be effectively and economlcally
provnded ' '

' The options are:
| ‘a) Using SALUB’s cxisting facilities raintenance is provided by:

l SALUB uself as pa:t of the coltecuon and haulage scmce,
- 2. a private sector provider using SALUB’s facilities, i.e. separate from
collection and haulage; and -
- 3. SALUB's maintenance facilities are sold to a private sector provider which
contracts with SALUB;

b) Using alternative facilities provided by:

-+ 4. a privale sector company with whom SALUB contriacts; or
5. MB which finances new facilities under a Concession with a private sector
. provider. '

Option 1, is the status quo. The Municipalily is responsible for investment and
SALUB carries oul its own maintenance under the collection and haulage contract with
- MB. In practice this means that litfle investment will be made since MB is financially
constrained into the forseeable future. Therefore, we do not recommend this option.

Under Option 2, the objective is to utilise the private sector to invest in, as well as
operat_e,'S_ALUB’s existing facilities. : MB, as owner of the assets, would let a
“Concession undér which the existing facilities would be upgraded and also operated.

The Concession could be either a under a BOT or 2 BOO and wou}d slipulate that.
SALUB was the service beneﬁc:ary : S
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Under Optien 3, MB sells SALUB’s facilities 1o a private sector p’rovidéi' which will
upgrade and operate them. SALUB would contract dlrccliy with the provider. MB
would have no mvcstmcnt respornsibilitics. :

Under Option 4, SALUB’s existing facilities would cease to be used. SALUB
would contract with a private sector provider which would supply maintenance services -
‘with its own facilities.. Agam MB would have no investinent reponsibilities ‘and the old
facilites could cither be' sold or if possmlc used for garagmg Thls is the melhod that
RGR uses. ' '

Under Optien S, SALUB’s existing facilitics would cease to be used. MB would
“take responsibility for investment and let a Concession to a private sector company to

build and operate new facilities under either a BOO or BOT. SALUB would be the

service beneficiary. '

Under Options 2 and 5 lhc investment responsibility is MB's, since it owns the assets, _
and the service beneficiary is SALUB. It is possible that other co}lcctlon and haulage -
companies could use these facilities with MB *s permission. g

Under Cptions 3 and 4 maintenance is fully pnvauscd and SALUB would contract wa!h
a private sector provider by Conlraclmg Out. RIS

We have evaluated these options by considering the'ecc‘»_nbmic costs to SALUB, MB
and the maintenance proirider, the affect on SALUB’s cfﬁcicncy; the viability of
upgrading SALUB’s existing facilities and- how effcctlvciy capltal mvestmcnt is
mobilised. ' ' - :

In making the evalualion we have taken account of RGR's expenence in subcontractmg
out its maintenance service. Table 9.2-2 sununarises {he results. ' '

The existing facilities are very old and obsolete and cffective maintenaice. services
cannot be provided.- The facilities need replacing cither by complete rebultdmg on the :
present sites or by sccurmg new facilitics. This excludes opuons 1 to 3.

The least cost soluuon for MB and SALUB is to use private sector facdnlnes, ie. opuon _
4. Under this option MB - avoids- the hlgh cost ‘of building new " facilities -under
Concessions since the private sector bears the investment burden and is more efficient at
mobilising capital than MB. And SALUB can secure lower maintenance cosls and-

~ 178 -



higher efficiency by taking advantage of private sect.or' cost cfficiencics and competition.
This excludes options 1, 2,3 and 5.

From the foregoing we -recommend that maintenance is provided under
option 4.

There is a sufficient supply - of -maintenance facilities - in Bucharest (hat can be
@ immediately employed.” RGR uses this method and has éxcellent maintenance services.

‘Table 9.2-2 Evaluation of Maintenance Op‘llons N

| Benefit
Investment | Cost of Affect on Efficiency of | Viabilty of | Total
Options | burden ' maintenarice | Operational | mobilising facilities . | score
services Efficiency capital

[Option 1 X X X X X 35
Option 3 3 K I M S 3 X 3
Optiond |3 T 3 3 N 3
Opiions [ A B 3 3 3

Key - beneit

3 high 1)
- . average ( 0)

X poorflow (-1)

179 -



3) - Contractual Arrangements between MB and the Prc_wlder

Contraciual arrangements cover different alteratives in Which the responsibility and the
financial commitment of Municipality. may, be more or less: prominent, and vice versa
for the Provider. '

Different types of contracts also 1mply different orgamsahonal respons:bxht:cs and
stmclures Tt is therefore necessary to identify and to define the type of contractual
relationship belween MB and the Provider so that their rcspechve orgamsatzonal and
financial rcqmrements can be deﬁncd

Our objective is to select the oplion which produccs services of the hxghest net benefit at -
least cost. And which corresponds to the preferred 1nsmul:oanl ophons we have _ |
proposcd in section l) above

- Based on our evaluatton of contractmg opuons wc havc 1dcnuﬁed an opnmalf
contracting solution for current and future needs. - :

It is recommended that collection and haulage is contracted out The '
Provider is remunerated under a contract which MB fi inances through lhe proposed\ |
wasle tax. The provider wilt be either. SALUB or a pnvate sector contractor

- Contractual arragements will be dif fercnt in bolh cases. |

* In the case of the private sector conleactor, lhc contract would cover the prowsnon of
- agreed services and require the contractor to prov:dc all the’ equ:pmcnt and other capnal
: mveslmenl necessary. The contract remunerauon wou!d bc sufﬁcxent for lhe coniractor‘ E
' to recover his opex and capex expendllures : - e

In SALUB's case, the contract would addit'ionaﬂy cover the operation of assels t:'hal' MB.
owns but SALUB operates, e.g. trucks, maintenance and garaging faciliiies' In {liis" '
sense the contract is like an operating conteact under which the pmwder opera!es third
party's assets. Operating assets would include not only existing assels but any future’
assets which MB might procure and let SALUB Opcrate

In both cases the optimal contract lenglh is 2-5 years. -
It is also recommended that the 'maintenance'__flmcllon is  separately

contracted out to a private sector provider. The private secior contractor is
- free to decide how to source its maintenance. In SALUB’s case maintenance, is
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contracted out,  MB would have no investment role, mstcad the private sector would
provide the facilities and future capital investment. ' '

We sclected these conlracting options from a range of all possible contracting options to
- demonstrate the range of private sector involvement.

Clearly concessions and f_ranchising_are not appropriate for short term contracting of
coliection scrvices where captial investiment in facilities is smalt.

The results of the evaluation showed that the Contracting Out is the least risky,
promotes competilibn and cost minimisation, is the casiest to imp'ement is responsive
_ to citizens needs and secures improvements (o service qual:ty It is also in line with
MB s current proposals.

Under Contracting Out, the Provider finances the equipment costs, e.g. collection
trucks. Amorlisation and financing costs can be factored into the contract remuneration.

A brief just_iﬁé_ation of these rccomméndations is given below.
3 Range of Oplions '

The range of contracting possibilities for MB is categorised into the 5 options given
below. One of these is a non contracting scenano i.c. MB provides all SWM in house.
This is included for comparative purposes only. Concessions and franchise options are
also given. In practice these options are rarely used for collection and haulage but they
are given because there is need for facilities investment in garaging and maintenance and
to show all possible situtations. '

no contract scenario,

Contracting Out;

a leaschold or “affermage” contract;
concessions; and

A P W B e

franchising.
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' We assessed cach of these optiohs in terins of the maln obligations and financial
commitments which MB can choose to carry out itself or contract them out in whole or’
in part to the private sector. These obligations can be summarised as:

capital investment (capex) financing and construction;.
operation and maintenance;
setting and approval of tariffs or waste tax; and

AW -

obtaining payment from citizens:

Table 9.2-3- below comipares ¢achi of the contracling options. in’ terms’ of these
responsibilities and other features. The table shows how the' Provider's fifiancial risks
and responsibilities increase from the Contracting Out to’ the Franchising ‘ options. -
These risks and financial responsibilities were considered when eviluating the options.

b Se'lecti'on Criteria

The evalvation used a number of ciitetia to select the preferrcd option which are divided
into three groups The _ﬁ_[g_g roup concems sefvice quality and involves responsivehicss
to cilizens. - The second group concems the el‘ﬁcnency of operatlons investment
decision making, and financing mechanisms.

‘The third gtoug concérns implementation and transition issues: - Some of these are
specific to Romania’s history and the current political and economlc lransmon and afe
concemed with- achieving worthwhile reform’ w;thout overburdenmg ‘MB or thc
Provider. Table 9.2-4 below details the criteria used. : - ' e
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Table:9.2-3 Comparison of Contracting Options

Increasing

e e e S

privatisation
Who [inances _ _
capex ? MB Contractor - Provider Provider Provider
. {MB may for {MB may for {eg mainrtenance | (eg mainrtenance
SALUB) . SALUB) and garaging " and garaging
& ' . facilities) facilities)
Ciﬂzen pays ' MB Waste tax {fee) to | Tariff to Provider | Tariff to Provider | Tariff to Provider
o ' : T MB(MD or
waste tax to MB
. : (1)
MB sets tariffs MB sets tariffs Provider seis
Who sets M8 MB (2} according to according to tariffs under
waste ' : contract contract Franchise
tax/tariffs ? 1 _ agreement
Conlract!tariff opex ¢ost opex cost
basis - opex cost recovery + Fecovery + futd cost recovery
: . fecovery amorlisation amortisation
Cltizens T
(cont ractual) MB (3) MB (3) Provider Provider Provides
liabilty to .
Provider Disbursements via tariffs - via tariffs
remunerafion - {rom MB as set in or via lariffs
co conlract through contracs
MB’s costs _ _
recovered ~ waste tax waste tax (4) surcharge on fariff] surcharge on tariff| not applicable
from T . @ T
Duration of ; 2- 5 year 7- 5 years 3~ 10ycars 515 years
the contract
Responsibility
of the - average high higher very high
provider ' -
Financial .
commitment - average high very high very high
of the '
provider
Note:

(1) Sourcecan 'al.so be general taxation

(2) MB collects through a waste tax. No contract between MB and citizens -

(3) Noconlract

(4) Costs include contract administration costs & amorusallon of fi xed assels
(5) Costs include contract administration cosis only
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Table 9.2-4 Evaluation Criterla S

responsive to constumer needs

deals with externalitics efficiently (é. g. cffects on cnvifonnicnt and public hcallh)

" operatés at leasi cost
makes least cost investments
finances opex efficiently

finances capex efﬁcicmly

' léw implementation costs
consistent with other reforms .
b-uilds on existin g strengths: ohly makes changes 'where. ﬂécessary 'f
feasibl_e given current institutional capabilities
timing: a fast, practical imb]emenlétion path

2. flexible: keeps options open'

Y, provides effective capital i'_nvcstmen:t oppoitunities
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¢ Evaluation of Optlons

- The 5 options were evaluated using lhe criteria and the results are summanscd in Table
9.2-5 below. '

(1}  Giving People What They Want

Providers responsiveness to citizens will be greatly increased if there is real competition |
‘combined with good contract monitoring.

Cur‘renlly provision of SWM in Bucharost is virtually the monopoly of RASUB which
serves 87% of Bucharest's citizens. As such its mcentwe to be responsive tothe
citizens 1t serves is greally diminished, since the citizens cannot use. an aItemahve
service. '

The Contracting Out and Affermage options are the most responsive to citizens® needs -
because the frequency" of tendering these scrvices is relatively higher than the
Concession and Franchising options If service levels are poor Providers will lose theic
comracts This assumes that there is a sufficient number of provrders to provide real
competntlon

Under the Conccssidn and Franchise options there is less incentive to respond to ‘

. citizens needs since thc compehlve cycle is longer. Typically contracts are awarded
- over long penods '
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Table 9.2-5 K valualion of the Contracting Options

riteria '

MB,

. Coniracting

Out :

" Affermage

Concesslon

Franchise

1. Giv[ng people what they want

responsive to consumer
needs

X

3

3

deals with extemnalities
(c.g. effects on
environment or public
health) efficiently

X

3

—F

Summary!

2. Doing it efﬁciently I

operates at least cost

1

makes least cost
investments

(S

finances opex éfﬁcsemly .

finances investments
efficiently

G L ]

wa Lol -

Summary:

Mo

W

wlf

3.7 Feasible transiilon

low implementation costs

><u.'

consistent with other -.
reforms

builds on existing Slrenglhs
only makes changes where
necessary

ol

feasible given current |
institutional capabilities

Liming: a fast, practical
Implementation path

LN

Sunmmary:

Wilwd] W) W

wiwl Wl

G

u

flextble: keeps options open
4

Capital investment

i

provides effective capital
investment opponumlles
Summary:

<

ks T

wi s

Key

3 contributes to objective
- neutral

X detracts from objective
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(2) Efticiency

Private sector providers have a direct incentive to reduce both operational (opex) and
capital costs (capex), in order to maximize profits. This incentive is lacking in the MB
option, indecd there may be an incentive to increase costs to obtain larger budget funds.

However, h_cal:hy compclition is also required, because it provides a benchmark against
which owners and workers can compare their companies’ performance. It also gives
workers and managers a greater mcemwe to reduce costs, since if they do not, they may
lose the conlracl and thus their jObS

0p_é)i co_st efﬁcicnpies and compc_:lilidh are more likely where the Provider must
pericdically compete for the contract i.c. in the Contracting Out and Affermage options.

B.{.ll _'capex cost efficiencics will be much higher under the Concession or Franchise
‘options than if MB has sole responsibility.

(3) Feasible Transition

- Because the MB option involves the least change, it scores highly because it places the
least demands - on_institutional and  reform | capabilitics' It also has- lowest
1mplememat10n costs. However, it is not cons:stcnt with the government’s strategy of
pnvatlzanon ancl decentralization. '

At the other cnd'Franchising has much higher implementation costs, and requires a high
level of management and technical expertise both from MB and the provider. It
therefore has the highest risk for both of them. Therefore we would not recomniend
that Franchising is adopted. |

The Contracting Out and “Affermage” options are consistent with reforms, allow for a
more flexible transition path and keep options open.

The Concession oplion is also feasible, although it will require MB and the provider to
develop better contract management skills,
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(4) Conclusion
i Contracllng.Oi_lt Ope'r'alio’ns |

The results show that the Conlractmg Out and “Affemmage ‘options are the miost
acceptable options. They are the least risky, promolc compctxtxon and (hcrcfore cost
rinimisation, are the easiest to implement, are responswe to cumens needs and seciife
inprovements fo service quahly o o

'l'he Affermage is more risky than Contracting ‘Out because "of the':'PEO\'?i(i'c_f')s.
responsibility for revenue collection. In the current cconomic situation. this risk is.
higher. We therefore recommend that the provider is remuncérated through Cdniréctihg _
Oul rather than the “Afferiage”. This is usual practics for contraclmg SWM colléction
services. Itis alsoin line with MB s current proposals s

Under Contracting Out, the Provider finances not only opex costs but aisb'éﬁuiplhént
costs, e.g. collection trucks. Amortisation and financing costs are factored into the
contract remuneration. It is usual for contractors to providc their own dollection and
haulage equipinent rather than operaling the existing municipal equipment,

Under this aption the operation of maintenancé services can be provided under the same
collection and haulage contract or provided scparately under either Conlracting Out of
under a Concession. These alternatives are discussed in the Maintenancé Options
section 9.2.3, 2) above and a.!so in the section (ii) below. - S

il Contracting for Capital Tnvestment in Maihténhﬁéé Fégililiés= o

The Contracting Out option does not cover the financing of larger capital investients,
e.g. the construction or upgradation of maintenance facilities. If 11iaintenzmce’ is
provided by Contracung Out then the' Mumc;pahty wotld: be' responsnble for new
investment. In practice this means that little investment will be made” smce MB IS;
severely financially constralncd into lhe forseeablc fulure
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: Investment in maintenance facilities ‘can be provided much more cfficiently by the
private sector. Four options were considered in Section 9,2.3, 2). These are:

1. MB lcts a Concession to build and opcrate new facilitics under cither a BOO or BOT;

2. MB lefs a Concession to upgtade and opcrate SALUB’s existing facilities (which
- MB owns) under a BOT;

3. MB sells SALUB’s facilities to the private sector which wﬂl upgrade and operate
~_them;or . |

4. SALUB contracts w:th the prwate sector whlch prov:dcs a maintenancé service with
| its own facnlmcs

Athough ti\e' Concession optioris offer MB more control over the investment process.
However it has a number of disadvantages.

Firsily, i'l is less- flexible. A Concession works best where there is a long term’
commitment, i.e. where SALUB is permancatly owned by MB or is a department of
MB. If SALUB is privatised there is the risk that it will no longer want to usc MB's
facilities. The investment could therefore be wasled; - :

- Secondly, it is more costly; and -

Thirdly,-options 3 and 4 are much less onerous for MB and easier to implement since
the private sector is fully responsible for the investment process.

Franchmmg has not been conmdcred because it has the hlghest risk and the lowest
responsnveness to citizens needs.

These conclusions concur wilh ou_r' recommendation in 9.2.3, 2) that option 4 is the
‘most suitable, i.e. investment responsibility is the private sectors,

The Matrix provided in Table 9.2-6 below summarises the contracting options for
collection and haulage and maintenance.
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Table 9.2-6 Proposed Collection and Haulage and Malntenance
Confracting. Options for SALUB

Collection » SALUB 1, existing " Fofequipm_entMB Conlracting Out
and Halllage_ e | assets MB - andfor SALUB |
' 2. new assels :
- MB and/or
SALUB
e Private ' L '
sector | Conteactor - Contractor Contracting Out
- provider - = ST ' SR
Maintenance | private sector - | private sector ‘private sector - - ' | Contracting Qut

4) Financial Responsibilities -

Financial responsibilities are defined by the contracting and mstltutlonal respons:bllmes
It is proposed that both collection and h'lulage and maintenance services are provided by
Contracting Out. This means that the Provider (SALUB, RGR or o!her ptivaté sector
providers) is remunerated feom the conteact price and that MB finances the cost of the
contract {including its administration costs) feom its reveneue basc B

In simple terms the financial rcsponsnb:htles can be deﬁnod as who spends 11? and who-
financesit? .. ce S G S

a Financing Responsibilities ' ; I , o %
MB is vltimately responsible for SWM and must finance the service.. MB's_reVehue_ B |
base is the the primary financing source. MB can source this from either general

taxation and/or a waste tax reveaues. Since MB is unable to raise its general faxation
base, which the Ministry of Finance controls, it has no choice but to levy a waste tax.
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~ The issues of financing SWM are dealt with in more defail in the Waste Tax Study,
Chapter 1 of the Report on Studies on ‘Technical Assistance, Wasle Educauon and -
‘Waste Bins Supply, and in Chapter 12 of this report, '

b Collection -Procedures

Under the current pfmedurcs for collection of Municipal finances in Romania, MB is
not allowed to collect its revenues. This is the Local Administeation of Ministry of
Finance’s responsibility. ' ' '

c Expenditure Responsibilitles

~ Expendituce responsibilities for opex and capex are considered 'sepafateiy.

i Opex

All opex is cxpendlturc is made by the service provider. MB does not makc operating
expenditures or submdnse the prowder s operaling costs in any way.

An assumption of full cost recovery has been made. This means that the total costs of
providing the serviéc have to be financed by the provider out of the contract
remuneration, The tdtal operating costs include direct and indirect operating costs, the
amottisation costs of equipment purchases {not capilal works) and capital ﬁnancmg
costs. Unammortised capital costs should not be included.

if Capex
~ Private seclor contractors will be fully responsible for their capex. For SALUB capex

-responsibitities are considered in two ways. Firstly, procurement of equipment, and
secondly, capital invéstment in garaging and maintenance facilities.

Emglz. ement of Eggipm_gm

~ There are 3 options for SALUB These are summarised in the matrix in Table 9.2-7
bclow Wthh shows respons;bllltles
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Under Option 1, MB purchases equipment on SALUB’s behalf and recovers its
costs through charging SALUB with rental or lease charges. The provider in tumn
recovers these costs through the contract remuncration. The cxtent to which costs are
recovered will depend on the provider's skill at negotiatinig the contract.  This
arcangement fosters the providers financial discipling even thought MB is ultimately
making a contribution (o the cosls

“Under Option 2, MB purchases equipment for SALUB but does not recover its costs
from SALUB. The equipment is used under the terms of the management contratet,
Urider options 1 and 2 MB can finaice the expenditure from thiee sources:

I . its own revenue base;
2. bank loans; or:
3. doneor financing from mtcmatlona] agcucxes

Under Option 3, the SALUB procurcs its own eguipment, The prowder recovers its
costs through the contract. - These costs are depreciation and any ﬁnancmg cosis
associated with the procuremcnt ¢.g. loan interest.

MB is reluctant to continue with its policy to date of procuring equipment for RASUB
and recovering its amortisation costs. ‘This is due in part to MB's poor ﬁnancnal
suuanon It is now unable to purchase eqmpmenl for RASUB

MB’s preferred option on equipment procurement is for the private sector or SALUB to
be responsible for procurement and to remunerate them through the contract, i.e. option

Option 3 prdvicl(_:s the most cost effective solution for MB. Providers will seek to
minimise their capital costs and use equipm'enl efficiently. This will reduce MB’s SWM
costs. MB must ensure that providers are sufficiently rcmuncrated through their
contracts to be able to purchase their equ;pment and other capex needs. If they are not,
then service levels may suffer and the benefits of compelmon and private sector
mvolvcmen( w1ll be lost. '

MB is also prepared to 'considef ways in which it might provide or facititate financing

for private sector companies Whlch are unable o finance equnpmcm A detaited formula
has not been developed yet, ‘ .
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'Gamging Facduies :
SALUB neeéds new garaging facilities. There are 2 options avaitable: .

1. MB is directly responsible for constmcﬁon; or
- 2. SALUB is responsible for construction but MB finances it.

In either cas¢ MB is responsiblc since it owns the ,é_xistihg' assets. . If SALUB is.
rcsponsibl_e for the construction then it witl have to be financed by MB,

However, given SALUB’s fack of managerment capacilies and experience in rhanaging a
large consiruction conlract it is advisable that MB takes full responSIbillly for the
mvestmcnt We theret‘ore recommend option 1 '

ll should bc notod that the need for such mveslmenl nmay be mmlmal if SALUB loses its
services to pnvatc sector competitors, as contractmg is phased in. | '

Maintenance Facilities

The proposed arrangements for maintencancé is that it is contracted out by Coritracting
Out to the private seclor. Therefore the responsml!mly for investment is enhrcly the
prviate sectors. T

5)  Monitoring and Regulation of the Service

Itis proposed that the arvangements for monitoring services are split b@:’tween the Public
Services Department (PSD) and the 6 Sectors’ Salubrity Administration Sections.: PSD
has ultimate responsibility for the quality and level of services, and for ensuring that the
provider(s) of collection and haulage services comphes with the terms and condluons of
the contract, :

To do this it needs to implement monitoring arrangements which aCcuratély and
efficiently measure service le\cis and prowde appropriate and umely information *to
menitor contracts, A contract momtonng capability must be developed to. effcclwely '
assess conteactors performance against agreed standards and the terms and conditions
of the contract. ' '
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The 6 Seclors are responsible to carry out momtormg activities and prov:dc accurate and
tlimely information to the PSD, - ‘

The responsibilities and a very brief outline of organisational requirements for
monitoring services are presented. '

" The amangements for contract monitoring arc also addressed in the . contract
management Technical Assistance (TA) that the World Bank is intending to supply to
the Muhicipality Details of the TA are given in the Contract Maniagement Study, in
Chapler 1 of lhe Repoﬁ on Studies on Technical Ass;siancc Waste Education and
Waste Bins Supply, - o o '

a Responsibilities

“We recommend the following division of responsibilities between the PSD and the 6
Sectors:

(1)  PSD

1. to develop a monitoring plan for each sector based on the provider’s collection and
haulage plan and the terms and conditions of the contract.

2. to periodically reccive monitoring data from the 6 Sectors for analysis.

- 3. todevelopand maintain an efficient data analysis system by which contracts can be
- checked for compliance. : _

4. to prompily follow up serious déficiences in service 'levels with the provider and
‘when appropriale to apply sanctions to providers who are in breach of their
contracts.’ o ' ' '

5. to carry out spot checks on illegal dumping' and hazardous wastes.

6. to monitor the activities of the 6 Sectors Salubrity Administrations Sections.

7. to prepare aggregate quantity and quality data for planning and forecasting.
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(2) Sector 'Salubrily Administrations

The overall respon31bxllly of each Sector Salubnly Admimslrahons (SSA'S) is to
:mplemcnl its monitoring plan by:

1. carrying' out inspections of thc collection and haulage and street sweeping services to
ensure that service levels arc acceplable, i.e. in acéordance with the Sanitation Norm
and contract conditions. ' ‘ e

2. providing - timiely and accurate mom{ormg data and analyses of performance‘

" indicators to the PSD. ;
3. recording complaints from the public. - L AT
4. carrying out spot checks for illegal dumping mcludmg hazardous wastes.

b Organisalion
(1) PSD .

The organsational structure does not need to be fundamentally changed at the PSD.
PSD's monitoring responsibilities should continue to be carried out by the Sanitary
Service Section within the Sanitation Division and under the supervision of the
Division’s Director. o

The monitoring. capability needs to be developed. 'by-i_mplemcnting;fnon:i'tor'ing:and
contract management procedures, developing appropriate. information Syslcins and by
employing suitable skills. Currently the section has 4 employces.. T hey will need skills
in ptanning and forecasting, data analysns and conlracl momtonng o

We have recommended that TA is provided to the PSD to assisi it to i_mplement contract
management and service monitoring procedures. | . oo e

Procedures should be set up to pcnodncally receive and assess momtormg reports and
data sent by the Seclors. It is vital that the links between the Sectors and the PSD ae
clearly established and thal the right information is received in a timely fashion. '

These procedures will require routine data handlmg and analync skills, We lhmk that -

once data outputs are defined and systems are sel up, the Section will be able to canry
out the necessary tasks.
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Procedures will need to cnsure that:

. l contractors are complymg wuh agteed performance standards and the terms and
conditions of then contract;

2. documentary evidence is maintained and prepared should conditions be breached;

3. senior managers in the PSD and in other Departrient s at MB are kept informed of
contractors performance managers as appropriate,

In addition to training existing staff, recruiting a person with contract management
experience shouldconsidered.

A certain amount of legal eéxpertise is required to be able to assess the implications of
breaches of contract. In Chapter 11, Organisation and Management, we recommended
that a legal expert should be employed in the PSD.  We recommend that this person
should be responsible, in collaboration with MB’s Legal Department, to take action
over Sgrious breaches ir contracts.

The Section will need appropriatc computing systems to produce the required
monitoring outputs. Information System requiremnents will be assessed in more detail
during the Feasability Study of stage.

(2) Sectors

The Sectors will need to establish sections to carry out their monitoring activities and
responsibilities outlined above.

Staffing levels will depend on the level of moniloring that is planned. The PSD should
first establish these levels with each sector when develop monitoring plans with them.
Monitoring procedures and reporting oulputs for both intemnal use and for the PSD will
also have to be formulated and defined in the planning stage. |

Monitoring staff will need to have dala handling skills and to prepare periodic reposts to
the PSD. They will also need appropriate compuling resources to support them.

“The PSD must be provided with appropriate data on a timely basis and implement
- efficient and accuraté procedures to analyse data to identify the level and significance of
non compllance The linkage between momtoung activities and contract management is
crucially lmponant
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The 6 Sectors main responsibilities is to provide accurale and tlmcly infomnauon to
enable PSD to canry out its responsibilities: ‘ ‘ A
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'9.2.4 Street Sweeping
1) Institutional Options for Service Provision

The options for institutional rcsponsnblhty of street sweeping are in the order of

incieasing privatisation:

- a) Depaitment ot administeation of MB
b) Sector Administration level. .
¢) SALUB provides together with collection and haulage under a service -
contraci .
d) Fully contracted out to the private sector
“¢) Full privatisation -~ :

Based on an evaluation of thesc options given below, ‘we have selected a preferred
option. Our preferied opiion is similar {o that recommeded for collection and

haulage. - -

It is proposed that street sweeping Is initially provided by SALUB to
resolve the conflict over who callects illegally dumpéd solid waste, but that the service
is fully contractedt out to the private sector when conditions are appropriate. There are a
number of reasons for th:s '

Firstly, it is casy to contract out street sweeping. The risk is low and contracting
periods are short; ‘ ‘

Secondly, it increases competition. Capital costs are not a barrier to market cntry As
* aresult there are likely to be more entrants to the market; and

Thirdiy, it is common practice in many coustries.
Under this scenario, each of the 6 sectors would be contracted out and street sweeping

would be provided independently of collecition and haulage. MB would be responsible
for contracting, although in the long term the Sectors themselves could do so, when

sufficiently prepared.
We also recommend that maintenance is scparately contracted from street sweeping.

The preferred option is given in section 9.2.3, 2) Options for Maintenance above.
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A bricf evaluation of the options is given below.
a&b Depérlment or Administration of MB

This is option is given for illuslrative purposes only. Under it street sweeping haulage
is administered within MB itself, There is no private sector involvement at all.

This is not a viable oplion because the benefits of private sector involvement are
forfeited, it is not consistent with Government reforms and tresponsiveness to citizens
needs is low., ' ' o '

¢ SALUB Provides with Collection and Haulage - status quo :
‘This option represents the status quio and in the concurs with MB’s current position.

MB will monitor service levels. If the quality is poor MB will have the right to
recontract sectors or subsectors to allernative suppliers. This will encourage SALUB to
maintain good levels of service or risk being picked off by competitors. Kt will also
foster competition within Bucharest and therefore iniprove:scrvice quality and’ cost
efficiencies. Smaller companics wilt also be encouraged .to enter the market because
they are able to service the smaller cantons, ‘This will spur deveiopmént of the private
sector.

The overall evaluation of option c) is that it is low risk, keeps options open, is easy and
cheap to implement, encourages competition and private sector involvement and allows
MB to develop its contract management skills before it tries someihihg’ .more ambilious‘ _
It also gives SALUB the opportunity to: improve its ﬁnanmal pcrformance and its
service delivery.

However private sector benefits are not 1mmedlately reahsablc and it wzll takc time to
tmprove service levels. :

d - Full confracting out to the private sector - =

Although option c) offers a workable solution, it does not provide an effective solution.
At the moment the Sectors are giving a reasonable sérvice.: It is not conSidred that
SALUB will improve on this, glvcn its ‘current inefficiencies. Refonn of SALUB will

be a slow process.
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- -Therefore the only solution to improving Bucharest’s SWM is for MB to fully contract
the service to the private sector. Under this scenario, each of the 6 scctors would be
comr_acted out and strect sweeping would be provided independenily of collecition and
haulage. '

MB would be responsible for cbntracting, although in- the long term the Sectors
themselves could do so, when sufficiently prepared.

It will take time for the number of private_secto.r providers to enfer the market.. The
_ transition to option d) will require lhe'dcveiopmcnt of a SWM market in Bucharést.

Joint ventures with foreign companics are & good way (0 access technology, tap forcign
' capital markets and develop a stable market.

‘e - Full privatisation

We do not consider full privatisation to be a viable option in either the short of the long
term. This is not only because it is too risky, but also because it requires oncrous
regulatory arrangements which are unjustifiably complicated and costly for SWM. at the
tocal level. Contracts between MB and Providers are easier to manage.

On economic grounds alone privatisation appears to be unjustified.

2)  Maintenance Options

We recommend that maintenance is contracted out by SALUB to the private sector.
This is the same recommendation as proposed for collection and haulage. See section
9.2.3, 2) above. - | |

3) Confractual Arrangements between MB and the Provider

We propose that the same contractual amangements as those tecommended for
collection and haulage services in section 9.2.3, 3) above are implemeneted,

It is recommended that street sweeping is contracted out by Contracting

Out. The Provider does not levy tariffs and is remunerated under a contract. MB
~ finances the contract through the proposed waste tax.
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It is also recommended that the maintenance function Is separately
contracted out to the private sector,  We recommend that this is provided vnder
the same contract as-the maintenance for collection and haulage services,: In this: way
conlract administration costs are reduced. ' : R

MB would have no investment ro!e, instead the private sector would prowde lhe
facilitics and future capualmvestment ' co e

4)  Financial Responsibility

We propose-that the same financial responsibilites for financing: and -‘expcndilure"as '
those recommended for collection and hautagc services in section 9 2.3, 4) above arc
implemeneted. ' ‘ "

a 'Financing Responsibilities

MB is’ ultnmately responsmle for ﬁnancmg SWM ‘MB should source this from thé
proposed waste tax. : : .

b Collection Procedures -

Under the current procedures for collection of Muniéipaj_ﬁnances in' Romania, MB is’
not allowed to collect its revenues. This is the Local Administration of Ministry of
Finance's responsibility. R SRUE RS S
¢ Expenditure Responsibilities . -

Expenditure responsibilities for opex and capek are considered separately. -~ *

i Opex

All opex is e.xpendithrc is made by the. Se.rvicd pro.vidv_er." MB does not incur ope_raiihg
expenditures or subsidise the provider’s operating costs in any way. - Theré is an

assumption of full cost recovery made on lhc samie basis as for collcchon and haulage
Secseclton92dab0ve N S SURIRTIS S b
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T Capex

- Private sector contractors will be fully responsible for their capex. For SALUB capex
~ responsibilities are considered in two ways. Firstly, procurement of equipment, and
secondly, capital investment in garaging and maintenance facilities.

Procurement of Equipment
Like collection and haulage 3 optiohs are available for SALUB. These are:

Option' 1, MB purchases equipment on SALUB’s behalf and recovers its cosls
through cha_rgmg SALUB with rental or lease chargcs The provider in turn recovers
these: costs through the contract remuneration. '

Option 2, MB pufchascs cquipmcnt for SALUB but does not recover its costs from
SALUB. The equipment is used undez the terms of the Contracting Out option.

Under options {1 and 2 MB can finance the expenditire from three sources, its own
revenue base ic the waste tax, bank loans; and/or donor financing from international

agencies.

Option 3, the SALUB procures its own equipment and recovers its costs through the
contract.

pital Investment in Garaging and Maintenance Facilities
Garaging Facilities

SALUB needs new garaging facilities. There are 2 options available:

i. MB is directly responsible for construction; or
2. SALUB is: responsible for construction but MB finances it.

In cither case MB is responsnble since it owns the existing assets. If SALUB is
mspons;ble for lhe construction then it will have to be financed by MB.

" However, given SALUB’s lack of management capacitics and experienice in managing a
- large conslruction contract it is advisable that MB takes full responsibility for the
invesiment. We therefore récomm_en’d option 1.
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1t should be noted that the need for such investment may be minimal if SALUB loses its
- services to private sector competitors, as contracling is phased in. - '

Maintenance Facilities
The proposed arrangeménts for maintencance is that it is contracted out by Contracting -
~Out to the private sector. Therefore the responsibilitity for investment is cntirely the
prviate sectogs, - .- ’ ' o ' ‘
5) .. Monitoring and Regulation of the Service. |

We propose that the same a:rangcmenis' as cé]]oction and haulage arc implemented al
MB and the 6 sectors. See section 9.2.3, 5). '
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9.2.5 Disposal

What is the most appropnate way of providing dlsposal scmces? The dlsposal service
can be prowded in 6 ways: ' '

—
.

a Municipal Waste Disposal Administration (MWDA), subsumed under the
Municipality; -
SALUB (a commercial enterprisc);

“ajoint venture with a foreign company (BIVC);
contracting out;
concession; or .
franchise,

S

Oplion 2 assumes that RASUB js transformed into SALUB, If it is not transformed
then option 2 would be RASUB.

By contracling out is meant the contracling of the operation and maintenance of
the disposal service, ie the operation of the Jandfill site, to a private sector contractor.
The contractor has no capital investment responsibilities except for plant and equipment.
MB continues to collect revenues from the waste tax and the contractor is remunerated
under a conteact in two ways:

Firstly, according to physical parameters such as quantity of waste disposed, the .
number of customers; or a combination of them; or

Sec_o_nd!y, a lump sum based on full costings, with a price formula to absorb
- uncontrollable cost increases for, e.g. utilities and collective pay increases.

It is usual for the contractor to levy and collect tipping fees from generators of non
municipal waste, cg demolition for waste. Under this arrangement the financial risks
~ and the administrativé costs of collection are passed to the contractor. ‘The contract
price takes account of the tipping revenues which the contractor earns.

By concession is meant that MB not only contracts out operation and maintenance
but a]s_o' li)e_ﬁnancing-and construction of the landfill site to the private sector. ‘The
“concessionaire” " finances, constructs, or sub-contracts the construction of, and
operates at its own risk, the landfill site. The concession would cover the lifetime of the
si_te.and also after care. At the end of the concession, the facilities and the site would be
- retumed to MB. ' -
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The Concessionaire also levies and collects the tariffs, and bears the reventie collectio’n
risk.  The responsibility for setting the tariff could remain with MB. aﬂer ncgonatmn
wilh the Provider and is set in the contract. : :

By franchise is meant the awarding of monopoly rights to provide the disposal
service to a designated area, eg all or part of Bucharest. The Franchiser assumes full
operational and financial responsibility for the service. Its responsibiliiiés include and
go beyond those of the Concessionaire as it freely scts its own tariffs and has title to the
site and fixed assets. '

MB’s role is reduced to excrcising control through the franchise agreement which might
“include some form of tariff regulation. Site land assets and service respons1b1hly are -
not usually transferred back to govermnment. ' e

The overriding objective for MB is to ensure that waste is safely disposed of so that
public health and the environment are protected. - This is the key consideration for
selecting the appropriate institutional option. - Secondary factors to consider are the
feasibility of implementing the institutional option, and its efficiency and effectiveness.
The preferred option should ensure that the service operates productively -and
economically, and that investments are made at least cost. '

Based on these criteria, we secommend that MB -form a joint venture with a foreign |
company. The joint venture company would initially manage Glina site and later
Balaceanca and Cretuleasca sites. Ownership of the landfill sites and faicitities would
remain with the Muncipality or the relevant bencﬁciary. However, the foreign 'parlne'r-'
could be offered the right of purchase or lease of the site after its closure, for commercal
development. ‘This is might be a good way to attract a foreign parlh_er. | |

If a forcign partner cannot be found, then we recommend that MB set up a Municipal '
Waste Disposal Administsation (MWDA), subsumed under it, which would manage the
disposal services at Glina site.. We also recommend that, Balaceanca and Creluleasca
sites are independently managed under opcrallonal contracts, or by a foreign _]omt
venlure company, since it is assumed that the. Municipality - will have sufﬁc:ent
contracting capabilities by the time these sites become operational. Similarly, Glina
could be evenmally be contracted out rather than managcd under the MWDA.' -

We also mcommend that the mainfenance secvice is contracted out by the FJVC or the
MWDA. ‘
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These options are recommended because;

Firstly, at the present time, disposal is too risky to contract out to the private sector
(options 4 to 6) because the private sector has lilite experience of managing landfill sites
and is largely motivated by market forces, ie it has a direct incentive to reduce costs in
order to maximise profits. These motives are not necessarily compatible with public or
environmental values for which local government is responsible,

Furthermore, MB is not yet able to effectively manage and control a private sector
“contractor.  Privatc scctor prov;snon of dlsposal might become viable when the
Mumcrpahty has:.

I gained consxderablc knowledge and undcrstandmg of how to managc the
dlsposal service; and - B : '
2. astrong contract management capability.

At the present time MB has neither of these and, therefore, the private sector options are
- rejected on the grounds of the possible risk to public health and environmental
protection. When the above conditions are met, it would make sense for MB to gain the
benefits of private sector involvement, ie impn')ved. efficiency, cost effective
investment, etc. - ' '

Secondly, a joint venture with a foreign company is a secure way of benefiting from
privale sector involvement and it gives MB: S '

L. access to forcign expertise, experience and efficiency which local contractors lack at
the present time; and
2. - more involvement and control because it co-owns the joint venture company.

Likewise, the MWDA option is less risky than contracting out, since MB is directly

responsible for managing the service. However, this option lacks the benefits of
efficiency and expertise which a foreign company would provide.
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Thirdly, the SALUB option, is rejected for a number of reasons:

t. the new SALUB would inherit a workforce, operational practices and an
organisation structure similar to RASUB's,’ whlch has been unable to propcrly
manage Glina landfill site; ' : :

2. it is MB’s intention to centract owt more of Bucharest’s collection  and haulage
services and therefore the future of SALUB is uncertain; and

3. one of the objectives of setting up SALUB is to eventually privatise it.

Organisational _anangemems for both options ate now considcred._ :

2) Organisahoml Arrangements for the Foreign Jolnt Yenture
Company

The foreign jbinl venture company (FIVC) would be set up by a Local Government -
Decision and should be established with the following institutional arrangements.

The Municipality would agree a performance contract with the FIVC for operating the
disposal services. The performance contract would be monitored by a waste
administration set up within the Municipality specifically for this purpose..

The organisational structure of the company is given in Figure 9.2-2 below. This is
indicative only and may be subject to amendment.

The FIVC has a Board of Directors with representation from both the Municipality and o
the foreign partner. It is headed by a director who reports to the Board. '

The structure includes a technical section, a small personnel section and financial
accounting and purchasing sections, . Operations are organised by site teams, - Team
composition is described in section 4) below.

The technical section would have responsibility for Operauonal p!anmng, environmental
momtormg, equipment maintenance, preparing an equipment purchasc plan and data
management and reporting. '

The purchasing section would be responsible for making all purchases, as well as, eg

contracting out the equipment maintenance. The section head will need to have efficient
purchasing authorily delegated to him to enable him to purchase on a timely basis.
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3}  Organisational Arrangements for Municlpal Waste D]spbsal

The MWDA is set up by the Local Government Decision whlch transforms RASUB
into the commercial ¢ntcrpnsc SALUB. The followmg orgamsanonal arrangements
should be established: :

t.  Organisational structure - -

The MWDA is stﬁlélurcd in the éamc way as the RIVC. ~Figure 9.2 -3 below gives the
proposed orgamsauon structure for the MWDA. Thls is an mdlcatwe structure and may
be subject to amcndmcnt

‘The MWDA is headed by a director who reports to the Vlce. Mayor who is in charge of
this activity and the Pubhc Services Depariment.

Operations are organised by site teams. The organisation structure only includes Glina
since Balaceanca and Cretuleasca sites’ are to be independently. contracted out;
Conlracts wilt be monitored by the “Purchasing and Contracts” section shown in lhc _
chart. Team composmon for each of the sites is descnbed in section 4) below

Like the FJVC, the MWDA'’s organlsauon afso mcludes a lechmca} scchon a sma]l' ;
personnel section, a financial accounting function and a purchasmg section. Th&_asc_.
sections are required since MB’s central departments, eg personnel and economics,
have insufficient capacity to support the MWDA. Similarly, MB’s othcr' 9
Administrations which are all subsumed under the PSD, have their own support |
secuons

The technical section Would have responsibility for opei'atidnﬁl plarining, environmental
monitoring, cquipment mamtenancc prcparmg an equnpment purchasc plan and data'
management and reportmg

The purchasmg section would be responsnb]e for makmg all pnrchases contracting out
the equipment mamlenancc and momtonng the operanonal conlracis for Balaceanca and
Cretuleasca. The section head will need to have purchasmg aulhonly dclegated to him
to enable him to purchasc on a t:mely basis.
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2, Financing

The MWDA must be properly financed. In particular the Mumcnpahty needs to set a
policy on hiow drsposal 1nveslment will be ﬂnam,ed

Under the Muﬁicipalilf's pr'oposed-ﬁnancing arrangcmenls the MWDA’s operaling
costs will be recovered through the waste tax. Investment expenditure could be
financed from either the Municipal budget, the State budget or the waste tax.

Any inveslmerit from the waste tax needs to take account of blldgclary regulations, dg’
the need to create an invesiment fund from the tax befon: it can be used for capital
expendlturc ‘These financing issues will be dealt with in the waste tax Technical
Assistance which the World Bank is intending to provide to the Municipality.

3. Staf_fing

Staffing up lhc MWDA may be difficult because salancs in the admnmstranon would bc '
consndcrably lower than those in RASUB. A bonus scheme or an agreement with the

Ministry of Labour and Social Protection and the Mlmsuy of Finance to pay salarics at . .

the same level as lhose in RASUB, wnll be reqmred
4) OperationaliOrganisatidn-at the Landfill Sites -

Table 9.2-8 below shows the detailed staffing and composntlon of the teams of each
landfill site. These are appropriate for both the MWDA and lhc FIVC option.
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“Table 9.2-8 Site Team Composition

Site | Staffing ~ Total
' o numbers of
site staff
-Site Manager (1)
: -Sccretary (1)

Glina ~ | -Chief of engineering section (1) i6
-Truck scale engineer (2) S
-Chief operator )
-Operator (10)

-Site Manager (1) |
-Sectelary (1)
Cretulecasca -Chief of enginecring section (1) 12
-Truck scale engineer (2)
-Chief operator (1)
-Operator (6)

-Site Manager (1)
-Secretary (1)
Balaceanca -Chief of engineering section (1) 17
-Truck scale engineer (2)
-Chief operator (1)
-Operator (11)

Note
1. Number of operator is included one shift person,
2. Security guard should be contracted out. :

The defined responsibilities of the Yandfill site team are:

' Site Manager: all the responsibility of handling the site, and contact and reporting to
the MWDA’s Director.
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Secretary: controls and regulates the schedule of Director, registers income and
outlay of daily management; '

Chief of engineering Sec(lbll' responsible for all cngmccrmg mattcrs, planmng
and conduct suitable landfill operation method; C

Truck scale engineer: operates truck scale (o measure lhc wasic quanmy and
quality; and dirccts tmcks to designated fandfill area; . - o

Chief operator: comrc_ls daily operator's work and d_ifec_t’s trucks t_é the ,dcsignated:
landfill area in site; and : '

Operator: landfills the waste.
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9.3. SWM Arrangements at Natlonal Level

. 9.3.1, Institutional Deficlencles

The foll;)wing deﬁcicncies in insli_tu‘tiﬁnal arrangements and laws at the national level.
| 1) Policy ‘and Planning

Formulation of SWM policy and planning is weak and fragmented at national and local
level. No single government body is responsible to devetop SWM policy, to carry out
strategic planning and to issue SWM guidelines for municipal government. Ministries
pufsue their own initiatives but do not coordinate.

2) Sell.ing'SWM Standards and Formulating SWM Reguilations

There is fragmentation of cclﬁng SWM standards and regulations amongst MLPAT,
MokE, MoH (Mm of Health) Mol and MB. These activities should be coordinated and
rationatised at national level by one Ministry. However, we note that the
Interministerial Technical Committee for Setling Standards for Urban Salubrity is in the
process of issuing the first munlcapal waste standarda The committee aims to set about
3 SWM standards per year.

3) Issuing Permits and Licenses

There is a lack of coordination in issuing permits/licenses for SWM activities. These
activities should be coordmated within a national pollcy and plan,

4) Linkages belween Institutions

Thete are fow linkages between institutions involved in SWM. There are no reporting
lines between MB and centrat government for SWM. Likewise, there are no reporting
line responsibilities between RASUB and central government. As a result, the
coordination of pdlicy, planning, legislation and service provision is virtually non-
existent.
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9,3.2 Legal Deficiencies

There is no national law on SWM yel. However, the MoE is formulating a new waste
law with assistance from the Sccretariat of the Basel Cornvention arid the Ministcy of
Industry (Mol) has recently issued Ordnance 33 conceming: Material Recycling.

Ordnance 33 was prepared by the Mol's National Commission for Malerials Recyclmg
(NCMR). S

.'9.3.3 Recommendations for the Government of Romania

It is recommended that the the Government of Romania:

prepare a national strategy and plan for solid waste managemcnt This would
include;. . - - ' '

* ideatifying the number of municipal disposal sites wh;ch neeg - to be

constmctcd including an estimate of the mveslmcnt cost,

° seumg quantitative targels for SWM and preparing guxdelmes for achlevmg
o mgcls

Output from the plan wou]d mc!ude the preparatlon of gmdelmcs for local
government strengthening of SWM organizations.

establish a monitoring and reporting under system which local govermnments repont
municipal S\WM information to the MLPAT including, (1) service covéragc (2
costs, (3) waste 1ax or other revenues billed and collected, (4) lypes and quannly of
equipment used, and (5) disposal methods used '

'The information reported to MLPAT will be uscd to evaluate municipal SWM
conditions, and to issue guidelines to locasl govemments; and .
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9.4 Summary of Proposed Institutional and Financial Arrangements
Table 9.4-1 below gives an overview of the proposed assignment of institutional and ;
financial responsibilities amongst MB, the Scctor Administrations, SALUB, RGR and

the private sector. The time frame is over the medium term i.e. 2 -3 years.

The chart in Figure 9.4-1 goes on to show the linkages between the main

" jnstitutions.

- 217 -



Bodsoms ens g
o3ernen pae WONMNIOd ‘]

TesodsTp °g
Smdooms wons ‘7
owﬁsda pae gonoenoo 1

TOYUOW J0I50S YHED 1DAST T8I0 1 ISIOIUOUT ATTENUS0 (7S s3038 30 SuueruoW
TOTBISTTTUT uuq.u..uou ginorgp )
posenoves xedo Fuudoomg Xt ISEM TIOK AXOACIAT 1509
Fang pue JZemEy paE TORIAO) 7

VOUBIIUNDN .
Renuoed ginoag Joaccds 1500

g "uonestprsqes ou xado esodsyy 7

Suweny J0u0p -

SYAMOTAL YSED TMO = sweo] yoeq - C uha_vn&uomrnﬂ&o- .
STRO] 0T - SINTIAA [RAISTIRT - : JUBDSIATY Ferided -
ore seames ‘Zuouenyy xades AIT S0mOS BuL *xaded -
resodstp 101 S[grsuedsay gNTVS Y 1 Tesodsip J07 STISUOSSIT HIA IT 'Y Zaoaeary
o . _ esodsyp pae jgaunesy) -
OURTANTIN °C ) . : e
Burdosms 1eNS T frrdeoms 100G T MDA, JEIOF TR ¢ sy pUE BorNaNod -
- ) : 30 LOTENSTITIDY fesodsy] € yinosm
Aoo aFernet poe TONORoS Y - aBerney DU QOLSS[I0D T qIN_AQ DPWL0IE 29 03 [esodsuy SIMAIIS JO TOISTAGLT |
, - FJUIERNIOFTS PUB FULIOIACL «
SPQFUS PEe oMU J8J3 7 SIDAIS JO JWHMed «
JcamaIns0xd
oy arqrsmodsay Apmol armw | Surioryoopy
S3d3(] HTIORCYT DUe TedyT “ed 'Y WAL pay 1aswralecey penaen
esodstp - ’
pue ITrdsoms 19908 -
22emey pUT BOLIIN(OD -
s1osse Junesade m1 TMo 10U S0P Ing o1 *s1asse Sunerxdo
Jpunosiad s gAovy sAojdus gATYS - S AQTVES JOSYH 10 1T SUMO TIA digszoane 3253y
sSuou Arejfues pue suoneniocy - :
P ’ a T STIOU/SUSTWMNIIT FuyIernazoy
STOISIONT NIUNOT (e °T 2 sprepums Junios uonersiSay
Sowueid s@¥sens 7 :
wonemuuoy Lorod ||
oy S[qrseodsar nesureda] Jomo
PUE (ISINUANIeE SIIAISS IR
. s208851
: - Zuruoerd w0ofew pue Amod Suiadadde
Saramers euoneradey Somawers revomeradn 1307 RQIsnodsal [UN0D) 5, N Burauerd poe Lnod
. . reounos) ediTmA ISoTeung QI 30 AU ATRRLY
R RN NI b VS T R SOOR ST 0BG S e S e B e B ) SR Qesodsa TRonnny sy

1SITBUINS T JUIWISTURIAT J1SEM DO JOI SaNUNQIsTodsay TEIdUEWIY DUE JRUONNINSTUT DIsodoly T-p°4 JIQEY.

-218 -



Central vweee)|  [wiear] Mol |
: Y :
: NCMR |
Municipal
Government
.’ ---------------- afpsassrianrdad it s Ul EeBUBE AR AR E RSN RERA RN RSN RdAaNERRARNREn :
Coliection (‘I& Haulage Disposal Recycling '
Providers 2oLB. [RGR/Private Sector | FIVCS MWDAY |(North & South)l
~ Service -Comnicreial | | Public - | i
Reciplents _Bnterprises . | | Institutions” |
........................................................................... ;

Note: . Ministry of Water, Forests, and Environmental Protection
. 2. Ministry of Public Works
3. Ministry of Industry
4. National Commission for Materials Recycling
5. Foreign Joint Veature Company
6. Municipal Waste Disposal Adinistration

Fig. 9.4-1 Institutions Responsible for Solid Waste Management (including
Recycling) for Bucharest
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Chapter 10

Organization and Management







CHAPTER 10 ORGANISATION AND MANAGEMENT

10.1 Introduction

Our recommendations for strenghthening the institutional capacity of MB and RASUB
are presented below, These proposals and a detailed evaluation are presented in the
Appendix £0 to the the Draft Master Plan, : '

If RASUB is transforined into SALUB the recommendations will still remain valid for
SALUB because it will have a very similar organisational and management structures as
the old RASUB. |

MB'and RASUB are now considered separately.
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10.2 Evalual_ion_. of B_u'char:est - Municlpality’s  Current . SWM
Organisational  and Management

Our proposals and evaluation primarily focus on the activities of the Public Services
Department (PSD).

Although we have identificd a number of deficiencies these are not intended to be
¢ritical and should be considered in the light of the difficullies municipal govemmient
has faced in cstablishing itself, ‘It is nol surprising that MB lacks organisational -
capabilitics when it is so financially constrained and lacks autononiy from ¢entral
government, |

10.2.1 Organisational Issues

1)  Introduetion

An efficient organisational structure has clear reporting lines, rational deparimentation,
rcasonable spans of control and number of levels of managers and supervisors, and an
appropriate senior management structure.

The organisational charts of MB and the PSD are given below in Figures 10.2-1, and
10,2-2 respectively. We have not recommended any changes to the existing structures.
This is, in part, because they are sel by legistalion and bureacratic convention and are
therefore unalterable.

2)  Spans of Control and Vertical Structure

An analysis of the organisational siructure of the PSD shows that lhe.basic vestical and
horizontal strictures appear sufficient for current needs. |

3)  Functional Departmentation

The existing functions within the PSD appear to be adequately organised and rational
for its current requirements.
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However contract management capabilities are weak. We recommend that a contract
management capablhty is set up. This could be in the PSD or provided as a separale
dcparlmcnl of secllon within MB. o

As a starit it would be appropriate to employ a legal expert to strengthen the PSD’s legal
and contracting capabilites. The legal expert would report to the Chief of the PSD to
provide him with legal support.

Substantial development will be required including expertise in contract desngn,
improved negotiation skills and monitoring capacities. -

4) Delegation and Assignment of Responsibilities

Although job des¢riptions are prepared for individual staff members there is a lack of
accountability for individual performance and some staff are carrying out duties beyond
the scope of their job descriplions, '

Tasks are set but there are no formal procedures to monitor individual performance.
There is a lack of an “‘accountability” culture. This is due to a number of reasons.
Firstly; MB lacks a human resource management capabiltiy. There is no statute of
employee rights in MB. Secondly, staff motivation is low. Thirdly, there are no
formal procedures to monitor and assess staff performance,

However, we note that PSD is making very good efforts to improve staff efficiencics
and staff accountabliuy The PSD has implemented two new software applications;
Agenda and, rccently, Dox. - Both applicalions facilitate task and document
- management, '

Accountability can be improved by setting tasks for subordinates and monitoring

results, periodic monitoring of individual performance against agreed performance

. objectivesftargets and giving more responsibility to staff. Over supervnslon stifles
enterprise and initiative. ' - -
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10.2.2 Policy and Planning Capacity: .
1) Planning and Policy Processes/Procedures - .

Effective planning and policy formulation should mciude preparahon of medmmﬂong
term strategic plans as well as annual operational plans,

In MB there is no formalised periodic planning capability by which annual, medium and
long term SWM plans are prepared and periodically - assessed by the PSD. We do
however understand that the financial uncertainties facing MB act-as a disincentive to
preparing plans. | ' |

MB prepared its first annual plan in 1994 to which PSD contributed its public service
plan. This is a very welcome step and reflects the new initiatives that MB is taking.
Although this is very promising, planning capabilities still need to be developed.

The planning scope should include a mission statement, objectives, policy statements,
performance targets, action plans with indicative scheduling for: operational, technical,
human resources and financial planning components. Tt should also contain a
resourcing plan including a financing plan, ‘The ﬁha_ncial forecasts will contain
operating tevenues and costs as well as investment forecasts. '

2) Investment Planning

The - investment planning  process - is reasonably -wel - defined and b_urcaué{atic.
However, MB seriously lacks the autonomy to appraise, approve and competitively
procure ils investments. Procedures are very bureaucratic for approving and tendering
civil works and equipment procurement. The MoF controls the approval of feasibility
studies and tendering large civil works. Procedures for equipment prdcmirement aré
similarly processed. | ‘ SR

3) Objective Setting and Performance Measurement - -
There are no procedures fo set and monitor objectives from the strategic level down to

middlc managers and supervisors, There should be a periodic assessment of managers
performance against agreed performance targets and ob_lecuvcs
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10.2,3  Management Decislon Making Capacity

Management decision making capacities are constrained by bureaucratic procedures.
This means that management decisions cannot be made by the PSD but are diffused
through MB, e.g. the approval of Bucharest Sanitation Norm requires joint approval by
the PSD, other Departments, the Mayor and the Council.

'This lack of focus impedes management effectiveness. However it is unavmdablc and
as a result we cannot make recommendations.

10.2.4  Systems and MIS

Management needs apﬁrbpriate information sys(ems to provide relevant and regular
information to enable them to make effective decisions and to efficiently carry out their

responsibilities.

“However, the MIS capability at MB is weak and is aggravated by the reluctance of
departments wuhm MB to share information with each other. An information culture is
lackmg Memtormg of RASUB is weak because of a lack of appropriate data.

However, we note that PSD is ﬁlaking very good efforts to improve its MIS needs. It
has implemented two new sofiware applications Agcnda and, recently, Dox. Both
appllcauons facnlnta!c task and documcnt managcment and were developed by MB’s

computmg resousces.

‘This js a very welcome step and indicate that MB is taking preliminary steps to develop
an “information culture”. PSD anticipate further MIS developments,
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The main requircment is :to provide: information to momtor RASUB’s and other
provider’s services. We recommend that the followi ng data is prepared

. Service frequency (by zone/streets) where service frequ_eﬁcics were not achieved
. Coverage rate ' '

. Collection quantity by zone .

. Collection quantity by workshop

. Collection quantity by lypes of waste

. Unit costs of waste collected & hauled by sector / zone and truck type

. Rate of vehicle utilisation

. Average number of trips made by vehicle groups, sector & zone

w'oo-acsuz.a.wm]_'

. Number of complaints by sector & zone
IO Rcsul(s of cnv:ronmcntal momtonng e.g. Icachate quahly

10.2.5 Human Resource Capabilities

There is a formal mahpo'wer é;stab!ishmcm for the PSD. The esiglbli’sl_ml_ent'kof 5 people
for the Sénilary Service section is wholly in'appr{ipﬁa!e: to carry out ils reéponsibiliti{s :
of monitoring RASUB, the ADPs (street cleansing), RGR émd aDB (Vemiiri control).
This is recognised_ by the PSD which is proposing new nlonitor_ing arrangemems.

Many of the staff are quahﬁed as engmeers and lack management or ﬁnanc:a] skulls
Contract management expemsc is totally deficient and it will be necessasy to tram at
least one manager and a subordinate in these skills. Employing one lawyer wull help t0' :
slrcngthen capac:ty Sknlls mclude tendenng, negoltallon and momtormg

10.2.6 Contract Management Cﬁpabili!ies

Procedures to competitively tender collection and strect cleansing services and to
monitor contracts are bureacratic and are formally laid down in legistation.

Currently RGR and 3D are the only service contracts which MB has let. Both of these

are joint venfure arrangements which terms and condmons are gnen in the joint venture '_
agreeanents to set up the companies.

The responsibility_for preselection and p murgmgm is spht amongst lhc PSD, The
Econoinics Department and the Legal Directorate. -
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The Economics Depariment has responsibility for managing the tendering process

according to sirict procedures laid down by MB and the law. Therefore the opportunity

to deirelop and change the lcndering process is limited for the procurement of both civil
- works and equipment. . - - '

The Tendering section in the Economics Department is responsible to draft the
pretendering documentation, the tenders and the contract. A tendering commission is
set up to select the contract, The Mayor and the Council must also approve the final
~ selection. -

The area where MB has room to develop its capability is in the design of the contract
gather than the tendering process which is basically fixed.

There is little expertise at MB in contract design, formulation of perforinance measutes,
and managing the procurement process, i.e. preparing the Specification tendering
documents, bid evalualion and selection and the contract. Skills and practical
' knowledge in these areas must be developed.

Responsibility for monitoring and enforcement is also the PSD’s, but again the Sanitary
Services Section lacks staff numbers and the expertise to do this. We have outlined
several recommendations in sections 4 and 5 above.
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10.3 Evaluation of RASUB’s Current Organisational and Management
Capacity - : L : S

* The evaluation has taken into account RASUB'$ proposed transformation into RAS_UB.
Whatever new entity is created out of the old RASUB, the evaluation and the proposals
made below will still remain valid for it.

10.3.1 __:Organi_sétion
1) Introduction

An efficient organisational structure  should - have - clear reporting -lines, . rational
departmentation, reasonable spans of control, an appropriate mumber of staffing levels,
and an appropriate senior management structure. - Our’ evaluation of -RASUB's
-organisational structure is based on these broad criteria. -~ - - . o

Although a number of deficiencies are identified these are not intended to be critical and
should be considered in the light of the many difficulties RASUB faces. In particular it -
is severely financially constrained, RASUB’s also inherited an organisational structure
and procedures which reflect a command and control culture and are not suitable for
efficient management. This structure is almost identical to other Romanian ;Sublic
service or industrial enterprises. | | '

RASUB’s Organisation Chart, given in Figure 10.3-1 below, shows a well defined - .
structure comprising a Technical Department, a Production Department and an
Economic Department. Staff functions (support) are provided by "éompartmen!s” and

line {operational) by “sections”.

The senior management comprises the Council of Administration and a Directors
Board, headed by the General Manager, which is subordinate to the Council. -

2) Structore
], Spans of Control and Vertical Structure

Generally the basic vertical and horizontal structures appear sufficient for currenit needs.
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Figure 10.3-1 Existing Organfzation _Chart for RAS_UB
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As a mnule of thumb ﬁlg_ggmmm_(the'numbcr of people subordinate to one
nrnager or supervisor) should not ex_ceed 5 or 6 subordinates.

The span of control for the Managmg Director is 7. T his is too wide. 4 of these a{c

support compartments i.¢. personnel, salarics, lega‘l and generak administration. These

should be reduced in number This is discussed in the section on deparlmen!auqn .
below. o

Generally, the spans of control are reasonable for staff functions excepl in a) the billing
and collection and .b) the maintenance and asset management compartments. In billing
and collection one chief manages about 55 cash collectors who are all al the same
responsibility level. Likewise the maintenance and assel management compartment is

managed by a chief who supervises about 25 ma@ntéhahoc workers at the same level,
These spans should be reduced. e o o

Spans of control for line functions are generally reésonable.

: The vertical stoucture of the support staff and line staff appears reasonable.

‘b,  Staff and Line Balance

The total number of support staffis 214 outof a total of 1659 (actual in post at 8/9194)
The ratio of line to support staff is about 1 to 7. This i isa reasonable balancc

) Senior Management .

Senior  management is bureaucralic-and incffective. . RASUB’s Counc;il_‘ of e
Administration did not resolve the major issues facing it, nor did itilﬁplcnxénl a's!ra'lcgic‘"' :
planning framework or devclop pracucal pohcncs Its main concern was to carry out ils -
minimal statutory - responsnb}!mes rather than to manage and 1mpr0ve services.
RASUB will have a similar management slructum and it is anncnpalcd that the same |
problems w;ll connnue

: . : : . : ”‘?.W LT
One reason given for senior managements ineffectiveness was that the Unions ae .
powerful and prevented the Council from exekcising_co_nirdl. * Another reason js that
RASUB’S Council members lacked mmagcnicnt:cxpénisé and skills. Furthermore .
they did not delegate managenient tasks down to the Board which as the executive body -
is responsible for the greater pa.rt of planning, policy formulation and other miain -
managcmenl tasks. - ] '
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Unfortunately, the exccutive board could not act like a management board because it
had too few powers; under Law 15, 1990 it was assigned the day to day management
of RASUB only.

4) Functional Deparimentation

The main functions were cvaluated to ascertain whether the departmentation was
rational, relevant and whether any functions were missing.

“Many of the issues idcntified involved a fragmentation of responsibilities across the
organisation. There were also some functional omissions, We-rccoghise that this is
primarily due to the way in which state enterprises were organised under the centrally
pianized_economy and does not reflect on senior management’s capabititics in any way.

A number of revisions to the organisation are proposed which are shown in a revised
organisation chart, in Figure 10.3-2.  We must state that this is a preliminary
recommendation only and may be subject to change.

a.  Management of Collection, Haulage and Disposal

Management of both maintenance and collection services is fragmented across the
organisation. Currently the collection service, excluding that provided by the new truck
fleet, and the routine maintenance functions arc jointly managed in three RASUBrity -
sections which are under the Production Director. One of these sections also manages
the disposal funciion. |

This arrangement makes it difficult for each of the three RASUBrity section’s chiefs to
divide their management time and responsibilities between maintenance and service
provision. This impacts on service efficiency and quality.

In addition the collection service provided by the new truck fleet and the major capital
repairs (maintenance) function are simitarly organised in one central workshop under
the Technical Director. . The workshop js also used for bin and centainer
manufacturing. Again managemenl _timé and responsibilitics are divided across
colleclion, maintenance and méndfacluring aclivities with impact on service quality.
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We recommend that the maintenance and collection services which are currently
provided under the three RASUBrity sections arc split up and separately managed. A
new collection division and a new maintenance division should be set up. In addition
we also recommend that the maintenance function is contracted out.  The new
maintenance division would be responsible for managing the contracting process and
monitoring for seérvice compliance. | '

The capital maintenance activities at the central workshop should also be transferred to
- the new maintenace division. The manufacturing actitvities at the central workshop
should continue to be independently managed under Technical Director,

The new collection division, headed by one chief and under Production, would also be
responsible for the new truck fleet which would be subsumied as a separate section.

The new maintenance division would also be under the Production Director.

Detailed rationalisation of these activities requires a more detailed project and is beyond
the scope of this study. We propose that this could be the subject of a technical
assistance program for instilwtional stregthening. |

b. Financial Accounting

The accounting function is fragmented across a number of compartments and sections,
Outside the Economics “Department” accounting functions are carried out by the
Salaries compartment and by 3 accounting sections, one in Animal Control and one
under the Chief_ of the Central Workshop (both are subordinate to the Technical
Director) and the third under the Chief of RASUBrity Section No. 3 (subordinate to the
Produciion Director).

This contributes to organisational inefficiency.
We recommend that the accounting function is organised in one

accouniing department, organised by main accounting operations and
tasks and managed by the Economics Director. '
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c. Personnel

Rcsponsxb:lmes for personnel are fragmented between the Personnel Section, Salarzcs
Section and the Operational Monitoring Section under the Production Dirtector. -

Personnel’s responsibililies are limited to maintaining personnel records, negotiating
collective annual salary increases and carrying out limited training and manpowcr
planning. There is no human resources training and development pmgram '

Salarigs has a minor role as it is also involved in (hc colleciive salary negotmhons and
checks pay increascs comply with legal requ:remen:s

Mmmmmm ptépares job descriptons

We recommend thal a separate Personnel Department is ¢stablished and a
Personnel Director is appointed. The departments rcspbnsi_bililies should be
developed. - A human resource development plan and an aniual staff assessment
procedures should be implemented. Under these arrangcmems each- member of staff
will have an annual assessment. ' '

d. Audit

An internal audit function is carried out by the Legal compartment Which:coinpriscs one -
tegal officer only. This is insufficient for an organisation of this sizé. ‘The audit
resource should be increased to ensure that the compames ﬁnanc;a! and non ﬁnancra]
assels are properly recorded and physncally safe. SR

To provide an effective internal audit service, two auditors should be recruited (o set up |
a separate audit compartment which will report direct to the Directors Board. An annual
intermal audit plan should be prepared which covers the main accounting and asset
controls. ' ' -

Audit reporls should be produccd for each task and results reporied dlrectly to the
Board, ' ‘ SR ‘ o :
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§) - Delegation and Assignment of Responsibiiities.

Job descriptions are prepared for each member of staff seiting out their responsibilities.
But in practice there is litde accountability for individual performance. Increased
accountability contributes to better decision making and organisational efficiency.

~Responsibilitics should be clearly assigned and delegated to managers and supervisors.

Accountability can be improved by selting tasks for subordinates and monitoring
results, periodic monitoring of individual performance against agreed performance
ohjec{wes/targcls and giving more respons1b1hly to staff.  Qver supervision stifles
enterprise and initiative. o

10.3.2 Peolicy and Planning Capacity
1) Planning Procedures

Effective planning and policy formulation shoulcl include preparation of medlumﬂong
term strategic plans as well as annual operational plans

‘There is virtually no formalised planning capability in RASUB by which annual,
medium and long term plans are prepared and implemented. Only a simple annual
investment plan and a mdlmenlary budget are produced. '

~ This is primarily due to the absence of a strategic planning culture in state enterprises
which were subordinated to a centrally planned economy. Additionally the directors
board i$ not assigned any planning responsibilities and is constrained by its limited
obligations as defined under the law. ' |

As a result there is a limited planning and policy capabitity in RASUB. Furthermore
there is no budgetary planning and control system for either recurrent or capital
expenditure which is vital to underpin the planning process.

At a minimum the planning scope should include a mission statement, objectives, policy
statements, performance targets, action plans and scheduling, for operational, technical,
human resources and financial components, It should also contain a resourcing plan
including a financing plan.
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Furthermore a budgetary planning and control system should be ‘implemented to
underpin the annual planning process. This is considered further in the financial
management section below.

2) Investment Planning

Each year RASUB will submit its investment plan to MB after it is approved by its
Council of Administeation.  The annual investment planmng process . is..very
burcaucratic and the appraisal methods are basic. :

c. Objeé_live' Setting and Performance Measurement

There are no procedures to set and monitor objectives from the strategic level down to
middle managers and supcrvisors. Managers must have a clcar understanding of their
objectives. There should be a periodic assessment of managers p\,rformance agamst
agreed performance targets and ObjeCtIVGS '

10.3.3 Management Decision. Making Capacity

Management decision making capacities are constrained by bureau_cratic procedures and
organisational deficiencies. The Board of Directors is constrained under existing laws
in its capacity to make management decisions and will have to defer-to the Council of
Administration. The Council is too removed from the day to day management to be
effective and has not yet assigned responsm:llt:es to the Board. - ' :

Eﬂ‘ecuve decision makmg can only come wnh lhc assignment of full responsxbihues 1o
the Directors Board and to middle managers and supervisors.  Senior management also
needs to be supperted by a good MIS to enable them to makc decisions based on
accurate and tlmcly information.
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- 10.3.4 Financial Management and Systems
1) Introduction.
Effective financial management requires several objectives to be met. These are to:

1. accurately and promptly record the assels and liabilities, revenues and

expenditures and to pcnod:cally n,pon ﬂnanc:al information;
. 2. safeguard the assets;. : '

3. provide accurate and relevan! financial information to assist managers in the day
to day management of the business;

4. develop a financial planning capability to assist management in the preparation
and implementation of annual, medium and ong term plans; '

5. measure financial performance of departments and individuals to assess whether
financial objectives are met; and

6. ascertain whether financial assets are being efficiently, effectively and
economically used in the business.

‘To achieve these objectives financial planning must be integrated into the strategic
planbing process and budgetary planning and contro}, appropriate accounting systems
and audit arrangements should be implemented.

.2) Financial Planning

There is. virtually no formalised financial planning capability by which annual or
niedium term financial planning is carried out. This is due to the lack of a strategic
planning framework which is discussed above. Only a simple revenue and expenditure
budget -was : prepared for. 1994 and - investment planning - procédures are faitly
el'ementary.

‘Financial planning supports the annual and strategic planning process and involves the
estimation of financial costs and revenues required to achieve planned objectives.
Financial targets will be identified and set over different periods and compared against
outcome. This will enable planning control to be exercised by senior management.
None of these is carried out.

Proper financial plaﬁning should be introduced.
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Medium term planning for both recurrent and capital spend should be carried out, - This
will enable RASUB's managers to assess the affects of their current decisions on the
medium term, €.g. to model and forecast RASUB’s external financing needs based on
d:fferenl investment proﬁles

If least cost financial planning is used managers can also make more rational choices |
between alternative spending plans and optimise the use of financiat resources.

We do not, however, recommend that RASUB introduce long term planning at this -
time. This is too ambitious and would not be of much use.

Financial plans should be modelled using PC applications. This .will improve the
quality and efficiency of the planning. Planning expettise also nceds to be dcvc]opcd
by on the ij training supplemented by teaching seminars,

3) Budgelary-Planning and Control

There is no budgetary planning and control systemi for either securzent or non recurrent
expenditure, This is vitally necessary to foster financial discipline and cost efﬁcxencncs,
and to support the implementation of the annual and medium term ﬁnancml plans

We recommend that a budgetary planning and control system is mtroduced under wluch
recurrent and capital budgets are established and: o : ‘

- 1. budget responsibilities are defined and assigned to individual managers;
2. periodic reporting and moniloring of budgels is carried out where actual resulls
are compared with budgeted amounts; and - ' _ B
3. action is taken where material variances between actual and budget occur. .~

Budgets should also be subject to regular review to accommodate any revision in plans.
The system should be compulensed and integrate with the accounting systems proposcd
below, : ‘ '
4) . Accounting Systems

The accounting systems are largely uncomputerised except for the bilting and collection

system which is patially computerised. - Intemal controls are reacnable and in part
compensates for the low quality of external audit, The systems and internal controls are
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documented in cumbersome accounting regulations rather than - in - a properly
documented Accounts Manual. '

Financial reports are regularly produced, e.g. quarterly financial statements, cashftow
reports, aged debtors listings.  And regular financial reconciliation’s of different
accounts e.g. cash book to bank statements or sales ledger to debtors ledger, are carried
out.. ' '

A new format of financial statements, concepts and principles, based on the French
accounting system, is being introduced this year, '

The manual “accounting systems are cumbcrsome. © We recommend that a new
computerised accounting system is introduced. - This should be adapted as necessary to
the new French systems; It should include new accounting formats, controls and
procédures. The implementation must include the restructuring of the ¢conomics
depariment. :

An Accounts Manual should also be prepared which should clearly sets out the systemns
and internal controls in narrative and flow charts.

Since the audit of the RASUR's financial statements is not carried out at a high standard
it is important that RASUB develops a robust internal audit capability.

5) Working Capital Management- {(stock, cash, deblors and creditors).

Working capilal management appears to be adequate for cash and stock. Billing &
collection is onerous. This responsiblity wiil disappear when the proposed waste tax is
introduced. : ' ' '

Physical stock is controlled at 6 main stock holding centres. The stock system is
manually recorded. Stock checks are carried out by the Legal officer who prepares an
annual stock check program. Stock takes are also regularly carried out by each stock
holder. The year end stock take is carried out by the inventory commission, -

Cash management appears adequate. - Bank reconciliations are regularly produced and
cashflow forecasts are prepared quarterly, - :

-241 -



6) Const Accounting Capablliﬂcs

There is a limited cost accounting capability and a lack of understanding of basic costing
concepts and cost structures,: As a result there is currently 10 cost accounting SyStem to
cost up services an investments. - E.g. unit costs are not _reg\'llarly'- produced - and
compéred to standard costs, and standard costs and charges are not produced. -

Currently RASUB has no MIS capability under which information -is periodically
reported to managers to enable them to make effective decision and efficiently cariy out
their responsibilities. - Daily activity data is produced for the PSD at MB, but it appéa:s
that this is not used for RASUB's own purposcs Simple pcrfonnance measures hke
labour produchvny are not produced. ' :

We recommend that at a minimum the following data are producéd: '

- 1. Sesvice frequency, by sector and zone, 1dennfymg streets where plaaned service
frequencies were not achieved -~ - ' '
Coverage rale
Collection quantily by zone -
Collection quantity by workshop-
Collection quantity by types of wasle _
Unit costs of wasté collected & hauled by sector/ zone and truck type '
Rate of vehicle utilisation ' | _
. - Average number of trips made by vehlcle groups, sector and zone -
Number of complaints by sector & zone - - SR

10. Results of environmental monitoring e.g. leachate quality

10.3.6 Human Resources Capabilities:
1) Establishment

'There is a formal manpower establishment for RASUB of 1 785 (at September 1994)!
Actual numbers in place at 8/9/94 were 1,659,
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2) Productivily

It appears from a preliminary assessment that RASUB's productivity is low when
compared to RGR. Unit cost comparisons between RGR and RASUB are given in
Section 5.4. ' :

3) Skills and Expertise

Most of the managers are qualified as engincers and lack management or financial
skills. Contract management expertise is totally deficient and it will be necessary to
train at least one manager and a subordinate in the these skills.

Management expertise and skills should be developed through a management {raining
progeam aimed at senior and middle managers. Development of financial management
skills is a priority.

4)  Training

Lastly there is no human resources development program or training provided to staff
except for basic skills. A human resources development program should be prepared
for the whole staff by the new personnel department. This should identify training
needs and set up annual staff assessment procedures.
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CHAPTER 1t FINANCE

11.1 'In'lrod.ucll'on '

The financing of SWM in Bucharest has been greatly constrained for a number of
years. As a result the opportunity to improve the quahty of SWM services to the
citizens of Bucharesi has been limited.  An exception to this is RGR which is
providing greally improved collection and haulage services to Sector 6 and is much
more cost efficient than RASUB. -

We recommend that policy on collection and haulage and streel sweeping are
+ contiacted to the private sector. Involvement of the private scctor should greatly
improve service quality and spur cost efficiencies.

. However, MB must ensure that contraclors are appropriately remunerated so that they
can finance their operatidns and, in parlicular, their capital investment. In addition to
this, there is a considerable amount of capital investment in disposal as well as
opertaional expcndimrc which MB will have to finance.

MB'’s cuitent revenue base is insufficient to meet these needs and MB will need to
dcvclop a ﬁnancmg slrategy for SWM.

: The purpose of this Chapler is to provndc a framework for developing a financing
strategy and plan for SWM.

This Chapler pruscnu» a

t. brief analysis of SWM operational (opex) and capex expenditures from
1992 to 1994, and of RASUB’s revenues and operating expenditures;

2. comparison of SWM expendilures with Municipal expenditures and public
~ service expenditures of Bucharest asawhole;
3. forecast SWM expendnures from 1996 to 2010, mcludmg proposed project
' investments;

4. assessment of the affordability of the forecast SWM expenditures;

5. possible futere ﬁnancmg options and selecuon ofa prcfer:ed option; and

6 rccommended fina_ncmg pollcy
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11.2, Current SWM Revenues and Expenditures

The bricf financial analysis of SWM revenues and expenditures presented below
shows how the levels of actual SWM revenues, opex and capex expendnlurcs have
changed between 1992 and 1994, The analysis is presented in two ways:

Firstly, total SWM opex and capex expcndlturcs and
Seccnd !y, RASUB § revenues and opex. ‘

“Total SWM opex and capex expcnd:!urcs are deﬁned as thc tolal costs of collection
and haulage, disposal and street sweeping in Bucharest which are incurred by _
RASUB and the Sectors rcspccuvcly

Fmanctal data were obtamed from MB s ﬁnancsa] s{alcments (budgelary slatements) _
for 1992, 1993 and 1994, supplied to us by MB’s Economics Department. -

Financ.ia_l dala on RASUB were obtained from RASVUB'S .1992 and 1993 .ﬁnah¢ial :
statements. - RASUB’s revenue and opex data for 1994 were eslimated by uplifting
the amounts contained in the financial accounts for the 9 months ended September
1994, | | .

At present the analyses do rot include expenditure data for RGR. - Where possible we
have tried to assess the likely impact on costs of including RGR. . We hope financial
data on RGR will be available for lhe Final Repon S0 that total SWM costs for '
Bucharest can be calcutated. ) ' ‘

All amounts arc stated in US$ and in price base 1992, i.e. in real 1992 prices. 1993
and 1994 amounts are deflated to 1992 prices ucmg deflators which are based on
average annual consumer price inflation, For this purpose the ROmaman Consunier
Price Index was used. Source: the Romanian National Commission for Statistics.

The _dcﬂatdr for 1994 had to be es_limakd !‘)ccaus,c. c@héﬁ_mér prme .ind:cjc_'infohnation :
~was only available for January and February 1994, During the feasibility stage we
will obtain the outstanding indices and update our analyses as appropriate in our Final |
Report. '

Capital and interest repaymcnts on the loan cou!d bc fmanced l'rom the pmposed
waste tax. An assessment of the impact of loan rcpayments on the waste tax will be
made at the Final Report. '

246 -



All amounts were converted from Romanian Lei to US$ at the average 1992 Le/US$
exchange rate of 319 Lei/US$. This rate was calculated from the monthly 1992
National Bank of Romania Lei/US $ exchange rates. :

11.2.1  ‘Total SWM Operating Expendifures

Table 11.2-1 belOW gives the total opcratillg e’xpcnditurcs of SWM in Bucharest split
between RASUB and the Sector ADPs. Bxpendnmres include annualised depreciation
costs. :

~ Table 11.2-1 Total SWM Operating Expenditures

1952 1993 1994
| US $'000| US $°000|US $7000
RASUB 7V R 1 5770
Sector ADPs’ - Street Sweeping = | - 2,260 1,948 2,087
F’f‘;;ta_l SWM Opex . . -6,_203 6,206 4,5"6#
Source: .
i. - RASUB’s costs were derived from its 1992, 1993 and Scptember 1994 Profit and Loss Accounis

- _Sector_ADPs'_coé_.lswéreobtainedfonnMBbudgaaryinformalion

. Overall real expendntures are almost the same in 1992 and 1993 but then sharply
decrease by 36% in 1994, Th;s is primarily due to the decrease in RASUB s fevel of
- expenditures,  The Sectors’ cxpcndlturc on strect sweepmg remain reasonably
. umform across the pcnod

The decrease in RASUB‘S _cxpenditure&_ is partially explained because it is no longer
providing services to the greater part of Sector 6; thercfore its costs have decreased.

However, the drop is much greater than we would expect from losing Sector 6. It
may also be reflecting RASUB’s inability to finance ils functions because its revenue
‘base is shrmkmg in real terms. An analysis of RASUB s revenues in 11.2.3. seems
to suppor( lhlS

Figure 11.2-1 #llustrates the movement in total SWM expenditures analysed between

'RASUB and the Sectors, and shows the magaitude of the 1994 drop.  If RGR's costs
were included in 1994, then total costs would increase. However, we estimate that
they would still be significantly below 1992 and 1993 levels.
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Figuie 11,2-1 Totalt SWM Cosls
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11._2.2 _ '_Total s_wM Ca_pex

'Table 11.2-2 bclow gives capnal mvcstnwnt in SWM made by MB, RASUB and lhc
beclors bctwcen 1992 and 1994,

Table 11.2-2 SWM Capltal Investment 1992 - 1994

1993 1553 T 1507

JUs $'000 U% $7000 [US §°000
RASUB - own capex 402 22 1
- - MB financed capex = } 386”_»_‘: .l_.9_73_: - 1‘}'8 |
Tt RAS OB — - = 781 | 155 [ 19
Sector ADPs’ S(reetSweeping capex | - 55 : ' 259 28
Total SWM Capex o 842 _2,_251. 207

Figure 11.2-2, below, illustrates the changing levels of capex over the three years,
Totat investment increases by 168% in 1993 and lhen sharply dccreases by 91% in
1994. : e

These large fluctu ations are due pnma_rlly to changcs in the amounts of capex (hat MB
is financing from its local budget. In 1994 MB’s fmancmg of RASUB 'S capex
dropped by 91% to $178, 000 and its f'mancmg of the Sectors ADP's street sweeping
capex dropped by 89%
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RASUB’s financing of its own capex also steadily declined from $402,000 in 1992 to
a mere $1,000 in 1994, ‘This reflects RASUB’s inability to finance its functions
because of its shrinking revenue base. This is considered in more detail in Section
11.2.3, (subsection 1), below.

Figure 11.2-2 Total SWM Capital Investments 1992 to 1994

Total SWM Capex -

2,500, ' -
'1_‘500/'

1000/ — ., — -1 IETola! SWM CapeJ!

US$ 900

MB’s financing of RASUB’s capex in 1993 was spent on purchasing containers,
forklift trucks and on loan repayments for the purchase of “Fawn” sireet sweepers.
MB purchased the “Fawn” trucks for RASUB “but did not transfer ownership to
RASUB. In 1994 all of MB’s financing of RASUB’s capex was spent on loan
repayments on thg “Fawn” trucks.

-249 -



11.2.3 Analysis of RASUB’s Revenues and Expenditures

Table 11.2-3 below. gives: a summary of RASUB’s Profit and Loss- Accounts for
1992 to 1994, The finalised 1994 P&I. Accounts were not available and the amounts
for 1994 were estimated by uplifting the P&L. Accounts for the 9 months (o
Scptember 1994. . - . o o " R

Table 11,2-3 RASUB’s Summarised Profit and Loss Accounts 1992

to 1994
U T 7R N UL R UL B
. US §000 [ US 57000 | US 57000
Total Tuinover . 3013 | 44,416 3196
Total Operating Costs - ’ | 3933 1 4',309- 3756
Operating Profit 90 107 | A0
INet Interest : 3 — D 0
Net Exceptional Items o ) S R 1
Profit before Tax (PBT) __i,43 . 107 T 421
Tax on Profit | o 60 137
Profil after Tax (PAT) SN T I U 384 ¥

1)  RASUB’'s Curi‘entRevenue‘s‘

Figure 11.2-3 below gives RASUB'’s turnover for 1992 (o 1994, Reventes i‘:n'ctea'éé_' _
by 8% in 1993, but sharply decrease by 28% in 1994, This decrease is out of alt
proportion to the expected loss of revenues as a result of RASUB’s losing Sector 6.
We would estimate the loss to very approximalely be about 15%.
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Figure 11,2-3 RASUB’s Total Revenues 1992 fo 1994
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‘Therefore, it appears that RASUB’s revenues are shrinking in real terms. This is due
to RASUB's inability to raise its tariffs quickly enough to cover hyperinflation. It
may also be due an increase in the level of bad debts in 1994 which we undeistand
rose in 1994. S o -

2)  RASUB’s Current Operating Expenditure

Figure 11.2-4 below shows lhe change in RASUB’s operating expenditures since
1992. o ' | |

'Figure 11.2-4  RASUB’s Operating Expenditures 1992 to 1994

© ot Operating Costs -
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Expenditures increased by 10% in 1993, but sharply dccreased by 36% in 1994,
Like the paltern in revenues, discus sed above, this dectease is out of all proportion to
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the effect of losing Sector 6." It suggests that in 1994 RASUB is unable to finance its
functions at the 1993 level because its revenue base is shrinking in real terms.

11.3 Comparison of SWM Expenditu.r'es to Mmilcipal Expenditures

The purpose of this section is to comparc the size of SWM expendnturcs (both opex
and capex) between 1992 and 1994, to:

1. the level of MB’s Bxpﬁndilurcé; and also to
2. the level of “Total Bucharest Mun.i(:i;pal: Bxpcnd i'_ttircs""_.

MB’s _expendi(ures'aré defined as those amounts spefit on its own services, ils
own administration and include all the Sectors’ expenditutes MB's: largest service
expendlturcs are health, culture, soc&a] ‘assistance, parks and streets, - The Sectors :
largest expenduurcs mclude admmslraﬂons strecl sweeping, parks and streets

MB’s éxpcnditurcs do nbi i;;clude state blidgcl Uansfcrs for capex sub\re_ntions and
price subsidies that arc passed through to the Regic Autonomes. These transfers are
used by the Regie Autonomes to finance their own, not MB’S, _expenduures Nor
docs it include any amounts that it spends from its own revenues on the Regies. This
is because this information cannot be disaggregated from thc existing financial data.
This will be updated at the Final Reporl if data is available,

“Total Bucharest Mumcipal Expenditures” are defined as the total opex and
capex expcnd:turcs of MB and Bucharest’s § chre Autonomes. This will include
RADET's and RATB’s operating expenditures, which are financed by GoR’s price
subsidies, and the state budget capex subventions which the Regies and MB receive.

This represents the totat amount spent on Municipal pu'biic services in_l?uéh_z'uesl. as
these services are defined in Romania, ji.e. Solid 'Wéste Mariag'cmeht Public
Transportation, Heating, Water and Sewera ge as well as olher Mumcnpal semces e.g.
strect, parks, elc.. ' ‘

Table 11.3-1 below gives total opex and c:épcx ‘expenditures for SWM, MB and
Bucharest as 2 whole for 1992, 1993 and 1994. Figures 11.3-1 to 11.3-3, which are
based on the amounts glven in Table 11.3-1, show the compansons of SWM
expenditures (o MB and to Bucha:est as a whole. All amoums are s!atcd in US$ and :
in price base 1992, i.e. in real 1992 prices. I C ‘

-252 -




Table 11,3-1 Comparisen of SWM, MB and Total Bucharest
: Municipal Expenditures '

537 1593 1953
- “US§000 [ US§ 000 [ US 000
[SWET Opex ' — 6,203 §7366 TR
WM Capex T 7,254 207
o Tofal SWM Opex and Capex| 7,045 | 8,520 5,074
MBS Opex F33T1 36,137 31,326
MB's Capex . 4553 ENEY 70,030
Tofal MB's Opox and Capex] 26,760 48,269 51,866
Total Bucharest's Opex. o [ 182,459 282,580 133,1.28
{Total Bucharest's Capex -_ .l5,439 59,758 61,122
~Total BucharesU's Opex and Capex] 197,808 | 392,338 | 194,330

11.3.1 Comparison of SWM Opéx to MB’s Opex

Figure 11.3-1, below, compares SWM dpcx to MB’s opex and shows how SWM's
@ opex declines from 28% of MB's opex in 1992, to 21% in 1993 and 15% in 1994,

Figﬁre_ll.i&-l Comparison of SWM opex. to MB’s opex 1992 to
1994 - - -

35,000

30,000 <

25000 1

MB’-sOpex
H SWM Opex

20,600 1

15,000
Us$'000
10,000 +

5000 +

@ 0!

1992 1998 1954

_Sin'cé MB is not responsible to finance any of RASUB’s opex, which are 100%
- recovered from RASUB's tariffs, there is no direct linkkage between SWM and MB’s
expendifures. ' :
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11.3.2 © - Comparison of SWM capex to MB’s capex

- Figure 11.3-2, below, compares SWM' capex to MB’s capex. In this case there is a

| lmkagc between SWMand MB’s capex expcnd itures since MB sometimes fi inances a
large part of RASUB’s capex from its own tocal budget. As a result we nught expect
some correlation between MB 5 total capex spend and lhe lcvcl of SWM capex spcnd

: Figure 11 3-2 Comparison of SWM capex to MB’s capex 1992 to 1994

- 25,00
20,00 -
15,00 - —
- : #FIMB's Capex}-
ESWM Gape

uss'e8Y -

5,000 -

0

1992 1993 - . 1094

However, Figure 11.3-2 shows that there is no correlation at all.  SMW’s capcx
declines from 18% of MB's capex in 1992, to 12% in 1993 and to only 1% in 1994,
This clearly demonstrates that MB is giving a decreasing priority to SWM relative to
its other services.
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11.3,3 Comparison of SWM opex and capex to MB’s opex and capex

Figure 11.3-3, below, compares SWM opex plus capex to MB’s opex plus capex,
and shows how total SWM cxpenditures decline from 26% of MB’s total
expenditures in 1992, to 18% in 1993 and 10% in 1994,

- 60,000
50,000
40.000 el Tolal MB's Opex plus '
Capex
30,000 £ Total SWM Opex plus

Capex;
US$ %0 ,

10,000

1992 198 1994

Fighré 11.3-3 Comparison of SWM opex and ‘cap'ex' to MB’s opex and
capex 1992 to 1994

11.3.4 Comparison of Total SWM to Total Bucharest Muhiéipal |
Expenditures S : |

A comparison of total SWM expenditures (opex plus capex) -to Total Bucharest
‘Municipal expenditures (opex plus capex) is given in Figure 11.3-4 below. This gives
a broader comparison of the relative size. of SWM costs to total public services in
Bucharegt. |
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Figure 11.3-4. Comparison of Total SWM Ftpendllures fo Tota!
' Bucharest Municlpal Expendifures
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250000
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100,000

50,000 4
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Although the absolute amount of SWM expenditures ﬂ'u-c_tuat'cs ﬁbtioealily_ across the 3
years, the relative size of SWM (o tolal Bucharest expehdilur_cs remains very similar at
3.5%, 2.5% and 2.6% for 1992, 1993 and 1994 respectively. ‘his is in contrast to
the comparison with MB’s costs.

However if only capex expenditures arc considcred. then there is a constant decline in
the levels of SWM capex relative (o total Bucharest capex cxpendlturcs.. The rclauve
sizes are 5%, 4% and 0.3% in 1992, 1993 and 1994 respectively. ..

15.4 Forecast SWM Expénditures

Table 11.4-1 below gives forecasts of total solid waste 'mériaganem e:i(pendililr'es for
Bucharest for the pesiod 1996 to 2010. Total SWM expenditures have three main cost
components: disposal, coliection and haulage and street sweepihg.

Disposal costs comprise forecast operating expenditures and landfil il_ivcs{rﬁenlt costs.
Forecast collection and haulage and street sweepng costs are based on estimated contract
costs and include the amortisation costs of equipment,

All forecasts are given for the 15 year period from 1996 to 2010, ie covering the Master
Planning period Expenditures are defined as incurred on a cash and aot an accruds
basis and are givenin USS. All amounts are stated in the 1995 price base and are
projeded in real tess, i.e. withowt accounting for inflaton. MB’s costs of 'adn*tinistcr.ing
SWM are not included. | |
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The estimates do not include the costs of coliecting and hauting non municipal wastes,
which the generators have to meet themselves, nor are lhey' net of tipping fees which
are levied on gencrators of non municipal waste. It is assumed that future disposal
costs associated with non municipal gencrators will be fully recovered from tipping
fees. Based on current and projected quantities, it is estimated that 20% of total waste
disposed is from non municipal gencrators.

- The cost forecasts are hased on a number of operating assumplions including
_projected wasle quantitics, which are givcn_ih Chapter 2, and recommended collection
and transportation systems and equipment. System assumplions and more detailed

costs are given in Chapter 5 and 6.

‘Table 11.4-1" Forecast Total Expenditures for Solid Waste Management

in Bucharest 1996 to 2010
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unit: US$000
Year | Total [Payment té igaymerit to] Total Solid Total Total V'I‘otal
Disposal | Contractors fContractors Waste SWM SWM SWM
Cost for for Street fManagement Costs Costs Costs
Collection § Sweeping Cost pponiione&apportionedopportioned
and Halage] : to to to
. : households | businessés non
' municipal
= {2)+(3}+(4) waste
(1) (2) (3) (4) (5) generafors
1996 310 4,485 1,314 6,109 4,899 1,148 62
1997 '1,336 ' 4,2_51 1,216 6,803 5,297 1,239 267
1998 ] 16,605 4,067 | 1,223 21,895 15,045 3,529 3,321
1999} 6,317 3,877 - 1,058 11,252 8,091 1,898 1,263
2000] 1,125 4,113 22 6,200 4,842 1,133 225
2001} 1,023 4,224 955 6,202 4,860 1,137 - 205
20021 420 4,342 947 5,709 4,557 1,068 84
2003 | 426 4,464 038 . 5,828 4,653 1,090 85
2004 ] 4,854 | 4,589 929 10,372 7,625 1,717 9N
20059 9,192 | . 4,717 921 14,830 10,542 2,450 1,838
2006 | 4,602 4,849 926 | 10,377 7,669 1,788 920
2007 | 463 4,985 901 - | 6,349 5,069 1,188 93
2008 | 476 5,125 893 6,494 1 5,184 1,215 95
2009 ] 489 5,268 883 6,640 5,300 1,242 98
2010 503 5,416 887 - 6,806 3,432 1,273 101
Total | 47,802 | 68,772 14,953 | 131,527 99,064 23,175 9,627
Ave | 3,187 | 4,585 997 .| 8768 | 6,604 1,545 642



Forecast expenditures are then apportioned between houscholds, businesses and non
- municipal waste gencrators on the basis of the forccast quanmes colieded for each '

catcgory.

The apportionment is shown to illustrate the differences in cost burden on the three
categories. - ' '

The table shows that the costs of SWM total $132m over the 15 year period, avcfaging
$8.8 mper annum. In real terms total costs in 2010, $6. 8m, are 11% higher than total
costs in 1996 of $6.1m. Beiwedri these years ¢osls fluctuate quile sugmﬁcant!y wﬂh a
‘ hlgh of $21.9min 1998 and a low 0f$5 Tmin ‘2002

Figure 11.4-1 below ilusirates how total forecast SWM expcmhlures move over the 15

year period. The expen(hMres are analyscd beiween households, businesses and
generdors of non municipal waste, for illustrative purposes only. As the figure illustrates

the proportion of household costs averages about 75% of the total SWM costs over the

15 year pcr:od :

The peak between 1997 and 1999 shows the impact of projext investment on total cosfs
which peak at US$16.6m in 1998. In the project period dlsposaj costs reach 76% (1998)
and 56% (1999) of tolal SWM costs. :

~the’ peak belween 2004 and 2006 shows the ]arge posl proled investment costs of
constucting additional embankments for Balacmnca and Cretuleasca sues and zhree new
- disposal sites at Bercen, Afumat and Jilava o

ﬂl'nul SWM Com
10 p0a

_ muhicipal waste
geoenators
87 al SWM Costs
© o apporioned o
“ basiness

TTotal SWM Costs |

+ appoetioned o
boosebolds :

1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Figure 11.4- 1 Forecast Total Fxpenditures for Solld Waste Management
- in Bucharest 1996 to 2010
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If the pfojcct and post project investment expéndimrcs arc excluded from the forecssts,
then total SWM expenditures increzse reasonably smoothly over the period, in line with
populaion and econonic growth

Cbviowsly the Municipality will find it very diffiault to finance the project expenditure
solely from the waste tax in 1998 and 1999 since this would require an increase in the
wastetax of approximately 230% for households, to cnsure ful cost recovary of SWM
expenditures. This is clearly too large to implement,

Bither GoR finarices it through capex subventions, MB fakes an external loan from donor
agencics or a Romanian bank, or MB finanas it from general taxation, or a combination.

11.5 The Affordability of the Project by the Bucharest Municipatity

Before ﬁnanéing o‘p-tfions are considered a brief e\__ia]u?tion: of the affordability of the
forecast SWM expenditures by the Municipality and by citizens is presented.

11.5.1 Comparison of To!al_ SWM Costs to Total Municipal Expenditures

Table 11.5.-1 gives the comparison of tolal SW'VI costs with total Bucharest municipal
cxpendltunes over the Master Planning period. All expenditures include opcratxona] and
capita costs. Total municipal expenditures are definad as the total expenditures of MB
and _the S_chn Auwtonomes.  They also include RADET's and RATB's operating
expenditures which are financed by GoR’s price subsidies, and state budget capex
subventions which the Regii and MB receive.

““Total nillhicipal expenditures, therefore, "rcprcsem the total amount spent on municipa]
public services in Bucharest, as they are defined in Romania, i.c. SWM, public
uansponallon heaung, water and sewerage, as well as Mummpal Adnumstratxon
services; €. g. sticets, parks, etc.”

- The tableshows thatSWMcosts tolal $131mover the 15 year period and are 1.21% of

total Mumcxpal Expen(hlures of $10,828m for the period, peaking at 3.67% in 1998.
These perccntages are low when compared to other cities in developing countries.
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Table 11.5-1  Comparison of Total SWM Costs io Total Munlcipal
- ' ' Fxpenditures 1996 (o 2006

US$million -
Year | Total Solid Total Total Solld Waste
Waste Municpal Management Costs
Management | Expenditures | as a %of
|  Costs _— Total Municipal
S - Expenditures
n | @ R (2)1(3) {4)
1996 6 546 | 1.10%
1997 7 561 1.25%
1998 22 600 L 3.67%
1999 11 613 .- 1L7%%.
2000 6 - 630 _ 0.95% -
2001 6 655 0.92%
12002 -6 681 | 0.88%
2003 6 . 708 ' 0.85%
2004 10 141 ) 1.35% .
2005 15 5 F 1.94%
2006 10 301 1.25%
2007 6 828 ' 0.77%
2008 6 862 - 0715%
2009 7 896 _ 0.74%
2010 -1 932 o 075%
Total 131 10 828 T 121%
Ave 8.7 984 ' 1.21%

" Nete: Forecast munici pat expendllures arebmcd on 1995 expendﬁures :
pmjected ot World Bank GDP growth rates. :

Somie compaators are given in Table 11, S 2 'bélow ‘(‘Iom'pan"sons with these cities
should be made very broadly, since there are considerable variaions bctweeu the types. of
pubhc serviocs each city prowdcs

" Table 11.5-2 '1 tal SWM Cost wsa Percentage of Total Municipal
Expenditures SWM

Cily/Countiry “Tofal S WM ﬁostas ‘
I a Percentage of
Total Municipal -
S _Expenditu}'_es'.SWM
All Japan . - 3.1%
Tokyo ' _3.1%
Bangkok, Thailand 15.3%
Surabaya, Indonesia 10%
Penang, Malaysta 24.1%
Sebrang Prai, Mdaysia 24.9%
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Figure 11,5-1 below gives the compaiison of tolal SWM costs to total Bucharst
_ 'mumcrpal expenditures over the project period. The figureillustrates that SWM costs are

| - small compared 1o total municipal spend.
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: Figure'll'fs-l _Compatison of Total SWM Costs to Total Municipal
gExp'enditures 1996 to 2006 -

. The results indicde that in generd terms total SWM expcndimrcs, inclu&ing the project
" costs, are affordable by the Mummpallty when thcy are compaled to total mumc:pal
'ﬁ expcnchtures

- 11.5.2 Cilizens’ Affordabilnty. Companson of Total SWM Costs to per
: Caplta GDP

To assess whether the propesed project is affordable by citizens, the per capita SWM
costs over the project period are calcuhted as a percentage of per capita GDP and
compared with  international indicators. Table 11.5-3 below shows the calcukted
percentages. The average percentage for Bucharest over the project period is 0.31%;
peaking at 0.94% in 1998.

~ For general comparative purposes it might be assumed that SWM costs as a percentage of
. per capitaGDP or income are: - o

¢ 0.5%102.2% - for low income developing countries;
¢ 0.5%to 1.2% . for middle income dcvetoﬁing countres; and

o 0.3%100.5% - for high income industrial counties
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Particular country and city examples are:
¢ Japan-0.31%
Tokyo 0.38%
Penang City, Maiaysra c. 67%
Bangkok, Thailend - 0.62%

>

-

Surabaya, Indonesia-0.5%
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1. Per Cap-ntaGDP basedon 1993 per capnaGDPmﬂatndby WorldBank esnmmes

‘Table 11.5-3 Compaﬂson of 'Total SWM Costs to per Capila GDP
_ R US$’000
Year | Total Sotld Populstion] Total Soil'&' ‘| Per Cepita | Per t:api':a SWA
Waste 0eo Waste Gbp Costs as a % of
Managenent Managenient Per Capita
Costs Costs Per GDP
Capita Per
“Annum B
US$'000 . USs$ US$ _
(n (2) 3 @8y | (=6
1996 6,109 2,065 296 1,060 ) 0.28% .
1997 | 6,803 2,080 3.7 1,079 0.30%
1998 | 21,895 2,095 10.45 1,114 0.94%
1999 | 11,252 2,110 | 533 1,150 0.46%
2000 6,200 2,125 | 292 1,187 - 0.25%
2001 6,202 2,141 2.90 1,226 0.24%
2002 | 5709 | 2456 | 265 | 1,266 |  021%
2003 | 5,828 2,172 2.68 . 1,307 0.21%
2004 10,372 2,188 4.74 1,350 0.35%
2005 | 14,830 | 2,203 |. 673 1,394 .} 048%
2006 | 10,377 2,219 4.68 L439 . | 0.32% .
2007 6,349 2,235 2.84 1,486 0.19%.
2008 6,494 . | 2,251 2.88 1,534 0.19%
2009 | 6,640 - | 2,268 2.93 LS8 - 0.48%
2010 | 6,806 12,284 2.98 1,636 § . 0:18%
Total | 131,865 - 4.08 1,321 - 0.31%
Notes B l | o




Bucharst’s average percentage of 0.31% compars favourably with these comparatoss,
and although the peak of 0.94% in 1998 is much hlgher than the average, the resuls
mdxc{te that the pro_]cd is affordable by citizens. :

However, if the projed is affordable, are citizens willing to pay?

A survey of Bucharest's éitizms carried out by MB in 1995 clearly indicates that citizens
are willing to pay higher tariffs for solid waste services but only after the quahty of
collection and stru:l sweeping servioes have unproved

In addit'nn to this government at both MB and central levels have expressed reluctance to
imposea waste tax much higher than current tariff levels.

Given citizens’ unwillingness to pay and govefnment’s reservations, it may be difficult to
set a waste tax at a higher level which enables capilal investment in disposal landfil sites
to be financed. Tt would be unacceptable lo citizens and MB to raise the tax 230% in
1998 1o enable the projedt to be financed.

11.5.3 . Conclision

The analysis demonstrates that in generd terms project and total SWM expenditures
appear to be at reasomable levels when measured against total municipal expenditures.

- But it would be difficult for MB to finance the project solely from the proposed waste tax
because the increase in the waste tax would be too great,

The projedt costs are either financed through GoR capex subventions, or MB takes an

external loan from donor agencies or a Romanian bank, or MB finances it from generd
taxation, or a combination. Financing options are now considered.
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