CHAPTER 6 INSTITUTIONAL DEVELOPMENT PLAN
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CHAPTER ¢ INSTITUTIONAL DEVELOPMENT PLAN
6.1 Insiitutional Development in the Water Sector

In the transformation of the water sector, a major task is that of institutional change and
development. On the one hand, institutions established under a different water supply and
sanitation regime have to be modified. On the other, new iostitutional arrangements have to be
set-in place where gaps are identified. The process of institutional reform is often difficult,
because change at one level requires or enables change at another. For example the installation
of elected local authorities has prompted reconsideration of the roles and powers of local water
cothmittees, and the emergence of proactive District Councils could modify the Third Tier

sipport roles envisaged for Water Boards in water supply and sanitation policy.

As discuissed in Chapter 3, Water Boards face two challenges in terms of policy. One of these
~ is to provide support to the Third Tier where this is needed. It has been recognised that Third
Tier support has several dimensions (Chapter 3). These are: ' :

(1) Interim project implementation where other capacity is not preseit.
{2)  Technical support in the form of training, networking and the development of sysiems.

: (3) " The development of new bulk markets, - which implies’-lhe"créaiion of permanent
relationships with various emerging Third Tier customers. : : :

“The policy and strategy options presented in Chapter 3 include initiatives to address variotis
facets of Third Tier support (see Section 3.4). :

“The second challenge is to extend supply areas, and within these to expand supply capacity and -
‘infrastructure in order to serve previously unserved consumers. The technical proposals
presented in Chapter 5 represent a framework within which Magalics Water can develop a
sustainable response to this challenge. o |

“The implementation of these tasks requires’ purposeful institutional development. This
development cannot look at first, second or Third Tier actors in isolation, because lack of
development at one level will impact institutional effectiveness elsewhere. Figure 6-1 illustrates
the institutional relationships and capacity that have to be grown if Magalies Water and pariners
in the water sector are to address the challenges that face them. ' :



Figure 6-1: Institutional Relationships and Capacity Buitding
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The diagram' illustrates the following:
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Boards hke MW are 1asked in terms of pohcy to extend supply areas and supply capacniy,
and to engage in appropnate forms of Third Tier support.

' Unllke ;he large boards, which have devcloped considerable internal capacity, smaller
~ organisations like Magalies Water will have to probably have to find the appropriate
- balance between the development of internal core capacity and the promotion of a

network of associations and alliances to increase capability, especially during the
transitional phase. Hence it wlll be noted that the policy and strategy recommendations
place parllcular emph351s on the constmchve relattonshrp between Water Boards and
Dlslnct Counc:ls Tha lack of capacity in some DC’S is addressed !ater in lhls chapter.

. In the transmonary penod various forms of Third Tier supporl will ﬂow from the First

Tier, the Second Tier (including Water Boards and provinces) and the “resourced” Third

Tier. "First Tier institutional support may take the form of an enabling pollcy_and

regulatory framework. Support from' the second tier will take a varicty of forms
discussed later (Section 6.4). There should also be networks of support within thie Third
Tier (e.g. the large TLC's and TMC’s helping smaller local authorities, District Councils

_assrslmg rural authorities, and LWCs and LRDCs asswlmg various forms of local

gove mment.

This support \ifi]l build Third Tier capacity, which in turn will enhance the capacity of the
Water Board." It will extend and sirengthen the *nctwork” capacity of the Board, for
example through coordinated organisational development mlllatwcs between the Water
Board and District Councils. It will also secure the core capacity of the board, through
the emergence new and financially viable bulk customers.



62  Third Tier Focus

“This chapter recognises the reiaiionsh:ips outlined above. The institutional devetopment plans
seek especially to address the links between the Second and Third Tiers. The chapter has three
parts:

(1)  An evaluation of the capacity of the Third Tier in the study area. This is particularly
important because the level of capacity in elerents of the Third Tier will determine the
nature and priority of sippoit actions by the First and Second Tiers, and by Third Tier
organisations able to offer such support. - Following from this, the structure and
deployment of Magalies Water has to be based on an understanding of the extent and |
pace of organisational devetoprient in the Third Tier.

(2)  Issues informing !hé appropriate Slﬂiciﬂring of Magalies Water. These issues are
developed against the background of the recommendations from Chapters 3 and 5, and -
they reflect the present and éxpected short and mediun term status of the Third Tier.

(3)  Programmes to address institutional developnient imperatives in the Third Tier. Itis
recognised that whitst Mdgalies Water is expected to support the development of the .
Third Tier in the study area, there are critical arenas of Third Tier - institutional
development that will require contributions from other parties. The three programimes
discussed are: : ‘ '

(1) A support and development programme for undércapacity and winderdeveloped
District Councils. :

- (b) A supportand development programme for isolated and vunerable rural and peri-
urban communities. ' : ‘-

" {c) A service support network and enabling structure for local _ziuthoﬁlies.
€3  The Capacity of the Third Tier

 As policy itmplémentation has proceeded, the complexity of so catled “Third Tier support™ has

“become increasingly evident. This complexity has led to considerable vagueness regarding the
* nature of the Third Tier and a wide diversity of views regarding its duties and capabilities. For

the sake of clarity in this discussion, a definition of “Third Tier” is provided, and roles that are
clearly defined by the constitution, legislation or policy are outlined.

6.3.1 Definition of the Third Tier

A narrow definition of the Third Tier would be confined to govemninent institutions. However,
“sonie usage in‘the water sector also includes various non-statiitory government-supported

: structures with a direct or potential role in water and sanitation provision: The JICA study has
- adopted this broader definition, and has also included water-focussed NGOs under the “Third-

' “Fier” rbric, The broader “fof profit” private sector is not included, but it is acknowledged as
" a significant dctor’ in water supply and water management at local level.
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The JICA study did mcludc two private sector “capacity building” orgamsahons i its Third Tier
audit (see Supporting Report B) but this was prely to undcrsiand the role such liands-on bodies
might play.

Table 6-1: Third Tier Structures with Water and Sanitation Roles

Statutory ‘Government-Supported ‘| Nen-Government
Nou-Statutory | (NGO)

District Coiincils Local Water Committees - | NGOs involved in water

TMCs : .| Local RDP structures | supply and local devefopnient

TLCs Informal water-related forums | {eg. Mvula Trust, Independent

TRCs . - (eg. Water Board forums - | Development Trust) -

Tribal Authorities* convened by British ODA) Inforinal planning forusis

Water-retated forums steered
by Third Tier authorities, or
dealing with Third Tier issues
(eg. Provincial Plannmg
Foruins, Area Foruins)

* The relationship between tribal auihonhes and local govermnem is lhe SUbjCCl of much debate.
Further, much of the apartheid era legislation supporting them is questioned. The JICA study
has included them because they play a de-facto service provision role in soine areas, and because
they represent capacity that might be useful in some contexts,

_ 6.3.2 Water Sector Roles

Many of the organlsahons listed in the table above have roles that are deﬁned comuluhonally
in supporlmg legislation, or within some formal institutional structure. It is tmportant to
recognise and undcrstand these formal roles for severa! feasons: :

{a) They' capture the core accountab:lit)f of the_org:misati_mis concerned,

(b)  They often include responsibilities that are outside the ambit of the water sector.
The champions of water supply and sanitation sometinmies fail 1o recognise this
broader spectrum of résponsibility. His important to note that whilst the First and
Second Tiers have substantial organisations and infrastnicture dedicated to water
delivery, this is not the case for the Th:rd Tier.

(1)  Rolesand Respon'sibiliti‘es bf Dislrict 'Councils

~In the Study Aua District Councils aré an evolution of the former Regional Services
- Councils (es!abhshed in terms of the Regional Services Act, No 109 of 1985). In their
new guise, the DCs retain the RSC brief to render local government services on a
regional basis, but have the additional responsibility of acting as full local government
in situations where this does not exist (new rolés defined in the Local Goverinient
Transition Act, No 209 of 1993 and relevant Provincial Prociamanons) In practice the -
District Councils often act as rural local goveriument, or in support of new Transitional
Rural Councils. The DCs are responsible to the relevant provincial local povemment
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departments; DC income is still largely derived from levies on business in their areas of
jurisdiction. The Devetopment Facilitation Act (DFA) has added a planning role to local
government. The District Councils are institutionally well placed to facilitate such
planning if they elect to do so, and they now have the necessary enabling legistation. In
practice, the various DCs in the study arca are taking up their new roles in different ways,
and at widely varying rates.

: Roieé and Responsibilities of Transitional Local Govemment

~ Among the nany responsibilities of the various forms of transitional local government

(established in terms of the Local Government Transition Act, No 209 of 1993) is that of
providing and managing services such as water, electricity, roads, basic health care {(eg
clinics), sanitation and refuse removal. Transitional local authorities ar¢ also empowered
to inmpose and collect taxes and levies, and to proclaim and enforce by-laws. The
tranisitional process has sought to reforni the political component of local government to
reflect the mulli-racial character of South African towns and cities, and operational
tranisformation has had the objective of ensuring more effective and equitable service

- delivery. In practice, whilst the political transformation is well progressed, operational

tearisformation is taking ptace more slowly.. In well-resourced TMCs and TLCs, factors

* retarding progress have largely to do with integrating formerly segregated systems, and

overconting resistance among wealthier sections of the population 1o increased cross
subsidisation. In arcas where no formal democratic local government existed in the past,

" the problem is much more one of creating new operational capacity.

Roles and Responsibilitics of Local Water Committees

"L.WCs were conceived as water-dedicated local structures empowered by statute to

underiake local waler and sanitation provision and- to imanage exisling supply

infrastructure in the 'a_bsence of established and competent local government. In essence,
it was envisaged that they would assume a local government role, but only in the context

of water supply and sanitation. LWCs have sot been given the statutory muscle

~envisaged, but they are in place in nunierous areas.. Many have received training through

DWAF and its agents, and have been active in their communities. In some areas the
LWCs are well integrated into other planning and service related structures (for example
RDP conumiltees), and in others they are relatively isolated. Relationships with newly
established local governments are varied, ranging from cooperalion to relative hostility.

Roles and Responsibilities of Local RDP Structures .
!téconsirpciion and Development ngr_am]ﬁc (RDP)" Co_mmiu'ee's are non-statutory -
organisations operating under the constitutional guidelines of the RDP Commission.

They have the following powers: -

(a) Therightto request information both locally and provincially;

" (b) 'To manage their own ptbjecls; |
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{c) To liaise and consult with local govemmeint;

(d)  To be representative and inclusive {including civil society, business, Tabour,
political organisations, associations, burial societies, NGOs and developnient
forums). :

The specific task of RDP committees is to identify and pnonusc development needs,
They are not implementing agents, but facilitators of developnient. Project Steering
Committees are established to ensure the representative managemenl of RDP projects
onice funding has been secured. The PSCs themselves afe a source of capacity, having
been mvolved in the practical side of infrastiuctural development.

6.3.3 Dimchsions of Capacity

Ambng the sixteen gaps identified lhrough the gap analys;s process (see Supporiing Report C)
several relate to a lack of capacity in the Third Tier. Examiples are insufficient and incftectively
utilised human resousce capdcily, limited conimunity involvement, limited communication and
coordination, lack of integrated service delivery, limited cost recovery, limited capital resotirces,
poor dcvclopment of Third Tier planning roles and limited dialogue around RDP standards and
community expectations. Among respondents at the gap analysis v«orkshops limited Third Tier
capacity and the related issue of poor cost recovery were listed as the major constraints to the -
realisation of lhe vision of the White Paper on Waler Supply and Sanitation.

On the whole the capacity issue is often oversimplified and poorly understood. T ius has the
potential o lead to stereotyping and to inappropriate and wasteful capacity building initiatives.
I ani effort to aveid these pitfalls, the following discussion examines the dimensions of capacity
in some detail. n Chapter 3, institutional capacity was depicted in four categories (see Section

3:4) These categories are’ summarised in the table below. - The table refers specifically to
mtemal capacnty recognising - that capacity is also derived from relationships extemal to
orgamsatlons

“Fable 6-2: Components of Internal Institutional Capacity

Component o © | Description

Organisational Capacity Refers to the human/social system that eomprises the organisation.
Includes human resources, individual and colleciive competencies,
organisational structures which direct effort and the culture determining
interaction and relationships. '

-Process Capacity : - | Refers to the macte processes via which the drgam:sa'lion perfo'nﬁs its
tasks, and the internal systems that underpin measurement, managemenl
and control. - :

Technical Capacity Refers to the technology emplﬂ} ed to convert resoun:e inputs mlo
' outputs in the form of products or services.  Technology may range
from plant and facilities to software and encoded data and processes.

Financial Capacity | Refers to the capital investment necessary to create physical and
: organisational infrastructure and the fi nancial resources necessary to
operate on a day-to-day basis.
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Capdcity. is. frequently viewed within the bounds ‘of specific organisations or structures.
lowever, there are also external determinants of capacity. Some of these are presented below:

Table 6-3: External Determinants of Capacity

Determinant Description
Enabling Framework * | This is the legal and regulatory framework thal allows organisations 1o
- | actin particular ways, for example lévying fees and acting against
- defaulters. o 7
Mandale Delegated power to act which is backed by the relevant higher

authorities and key affected parties. 1t is possible to have an enabling
framework, but withoul the necessary support of {for example)
important political actors.

Access to Suppoit Networks ‘It is soretimes not necessary for organisations to have internal
capacily, provided they have access to appropriate external support.

| Factors determining such access are infornation, plainiing capability,
financial resources and the availability of the tight kind of capacity.

Legitimacy Similar to mandate. in this case, legitimacy refers to the right to act
conferred by a broad spectrum of people and organisations.

‘In some circumstances, external determinants of capacity can cancel or neutralise internal
capacity. So, for example, a well resourced organisation that is perecived to lack legitimacy
might be prevented from doing its work in a parlicular area.” Similarly, external factors may
cancel each other. In this contexl, a legitimate organisation with a mandate but no enabling
framework might be ineffective in pursuing its brief. o

6.3.4 . Information from the Situational Analysis

~ Addressing Third Ticr capacity is recognised as a priority by most actors i the water sector. A
problem is that the nature and extent of the evident capacity vacuu is incompletely understood.
‘A consequence of this is stereotyping and a tendency toward symptomatic  “fire-fighting”
solutions. '

The Stage | situational analysis incorporated two tasks which permit ‘an assessment of
institutional capacity in the study area: :

(1) -The Third Tier audit investigated selected organisations in a variety of categories: -

(a)  District Councils.
(b)  Transitional Local Councils.
{¢)  Tribal Authorities.
(d)  Local Water Committees.
(¢)  Local RDP commiltees.
()  Water-related NGOs.
(g)  Water-related capacity building organisations.
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The conmiliunity:C-ase'sludy component of the situational a_rialysis‘ examined the social and
organisational characteristics of 30 peri-urban and rural cotimunities, many of which had
no formal local authority at the time of the research.

In combination, the Third Tier audit and the community case studies provided fair coverage of
the Third Tier in the study arca.

63.5 Quality of Siwational Analysis Data

An overvlew of Thitd Tier capar:lty based on the’ situational analysis is presented below.
However, it is necessary to recognise some of the difficultics inherent in the body of inforntation
available; :

(M

(2

. (3)_

Capacily is a dynamic issue, and circumstances can sometimes change quickly,
particularly as a result of the availability of previously unutilised support. For example,
the Rusténburg District Council has appotnted zonal planning consultants to serve groups
of towns and villages. Tlie presence of these experienced people has the potential to
rapidly increase the planing capacity of the conimunities and authorities involved. The

~ situational analysis providesa time-bounid snapshot does not capiure such changes.

The mere presence of capacity does not necessarily reflect effective utilisation. In some
of the case study villages, RDP Committees and Local Water Committees have

substantial 111emberahtp and have received training. However, they are uncertain of the
steps necessary to move from local consultation to project implementation. The

. information available caniot accurately address the question of effectiveness.

To have nicaning, capacity has 1o be assessed relative to a task or to a series of tasks.

" Hence a small operation with a simple task (like distributing information on’ water”
- quality) might have sufficient capacity, whilst a large organisation with a'complex task

(like managmg the full range of municipal services) might not. Water supply and
sanitation’ pmvlsmn cncapsuhtes a wide variety of tasks (technical and organisational,

“and spanning p]anmng, installation and operahon) Capacuy depends on the balance of

resources and the spectram of tasks that a particular organisation is charged to execute.
An‘attempt is made to consider capacity against the background of task, but far more
detailed auditing is required if detailed capacity-building programmes are envisaged.
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As indicated Earlic:'r_,'capacity hds internal and external determinants, Maay of the
external determinants, such as legitimacy, mandate and accéss to support networks are

. difficult to quaiitify, or even 10 evalvaté with any degree of accuracy. The situational

analysis did not specifically address external determinants, but these arc taken into
account in the discussion below. :

63.6 Capacity Profiles

The Third Tier capacity profiles presented here are based on two steps:

n

‘(a) Abroad classification of Third Tier organisations, based on situationa) analysis

material, aid using critetia stich as infemal capacily, the scale of the water sector
challenge, and thie influence of extemal capacily determinants.

() A profile of each of these groups of organisations reﬂeclihg different aspects of
Third Tier capacity relevant to water supply and sanitation. :

Classification of Third Tier Organisations

" Table 6-4 presents a classification of Third Tier organisations and structures covered by

the situational analysis. ‘1t will be noted that characterising any one of the organisation

~ types homogencously is incorrect. ‘The example of District Councils illustrates this point.

The Eastern Gauterig DC has more internal capacity than other DCs in the study area, and
EGDC doés not have the scale of rural/peri urban chailenge that faces many other DCs.
This is in stark conirast with the Eastern District Couincil, which has jlirisdiclion over’
many rural and peri-urban seitlements, but which presently has almost no iriternal

" capacity: Simildrly, whilst the Greater Pretoria, Bushveld, Rustenburg and Highveld DCs

are similar in termis of intemal capacity, the latter pair appear to face the larger challenge

* (in the study arca, at least).

“The classification of “rural authoriti¢s" is difficult because of the importance of local

political and organisational dynamics.' Many rural villages are'clustered in a bigger local
authority. ' Their capacity depends in part on the resources available to the umbrella .
authority, but also on the strength of their relationship to the larger authority. - Further,
with referenice to water supply and sanitation, it is ofien the case that the most substantial

pool of human resources resides in LWCs or in other development-related structures. As

“indicated earlier, the effectiveness of these structures depends on' their external

connections, ‘but also on relationships within the’ community.  The case study
investigation revealed a number of examples of communities whére tension and conflict
among local structires is fimnly entrenched. The roots of these tensions are multiple, but

in many cases they have o do with traditional vs. democratic roles, conflict over access
‘1o development resources, or dissatisfaction over the rate of development delivery. .
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Table 6- 43 Classaﬁcanon of Third Tier Orgamsalwns!Struclurcs in the Smd) Arca

Organisation Type .

Dcscnpllon

Examples

District Council A

Established internial capacity, moderate roralfieri -

urban challenge

Easternt Gauléng DC

District Council B

Small internal capacity, good networks, moderate
rural/peci urban challenge

_Grealer' Pretoria
Metropolitan DC,

Bushveld DC*
District Council C Small but developmg internal capacity, good Rustenburg DC,
nétworks, substantial rural/peri urban challenge Highveld DC

District Council D

Very limited internal capacity, limited networks,

substaniial rural/peri urban challenge

Eastern District Council

community organisations, linited interaction

Transitional Local Council | Established and well resourced toca! authority, Rustenburg TLC,
A with wide spectruni of capacity, substanlla! peri Bronl\horctspmlt TLC
' urban challenge
Transitional Local Council | Very fimited internal capa’c'itv:'s!'r:oﬁg reliance o | Siyabuswa TLC,.
B DWAF and/or DC, substantial pen urban KwaMhlanga TLC
challenge :

Rural Authority A** Very limited intemnal capacity, strong conmmunity - | Kameelboom (NWP),
o ) ‘organisations Norokie (NWP)

Rural Authority B** Very limited internal capacity, capable

Sehoko (Mpunialanga)

Rural Authority C**

2| Very timited interal capacity, weak or noi-

existent communily organisations

Mabele-a-Podi (NWP) .

Tribal Authority A

Bafokeng (NWP)

Well resourced tribal authority, with a substantial
support base and managenent and (outsourced)
technical capacity -
Tribal Autherity B Limited internal capaciiy, uncerain lcg.itin'{acy Ndzundza
and very limited technical capability (Mpumalanga)

Local Water Commiltee A

Good capacity due to training and links with RDP
structures, CBOs and local government.

Phatsinia LWC (NWP) -

Local Water Comniittee B

Limited capacity dug to absence ot"ualmng and
relative local isolation.

No examples from the

situational analysis

RDP Committee A Good capacity due ta wide pammpanc}n and good | Saulspoort Village RDP '.
links with higheér level RDP structures, local Committee (NWP)
‘ goverpment and CBOs '
ROP Conimittee B Limited capacity due to pour'paﬁicipatioﬁ andor | | No examplé from the
relative isolation situationat analysis
NGO A National, relatively well resourced development § Mvula Trust,
and water-related NGOs Independent
Development Trust
NGO B Local issue-focused NGOs with limited resources | No example fr.om_ the

situational analysis '

ofes: *
*k

Assessment of Bush\jd DC applies only to lhe Study Aten,
The capacity issue in rural areas is far more compleX than this classlf‘calion suggesls
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Capacity Profites

As argued earlier, it is important to preface any discussion of water supply and sanitation
capacily with an assessment of what is needed. For the sake of the impressionistic

~ overview developed here, it is assumed that water and sanitation provision requires skills,

huiman' resources, management, organisational structures, systems, technology and
finance to deal with different phases in a project or scheme. Hence capacity is considered
in the context of planning, installation and operation. Further, the four components of
capacity described in Table 6-4 above are assumed {o be necessary (Lo a lesser or greater
degree) during each of these phases. Again, it must be noted that the broad brush
approach used hete might conccal a great deal of detail. - However, this is done in
response to the information available, and to permit a global view of the much discussed
but often misunderstood issue of Third Tier capacity.

Table 6-5 shows thé capacity prdﬁlcs of the 17 organisational categories presented in
Table 6-4. The colouting of the cells represents a qualitativé interpretation of capacity,

- with green and red cells reflecting opposite ends of the capacily spectrum (green=good
capacily; ted=veiy limited or no capacity). In interpreting the matrix, the following

points should be borie in mind:

(@)  The classification of cells is subjective, but itis basced on the infarmation gathefed
by the situational analysis. The detailed results of the two relevant investigations
are contained in Supporting Report B and in the accompanying Data Book. *

(b)  Wherc organisations have been able to access outside resources, this js taken into
account. So, for example, whilst most District Councils have a very small core
of permanent staff, many make considerable use of consultants and contractors.
Access to such additional capacity is itself a function of other forms of capacity;

for example the financial resoucces to hire consultants and corfractors, and the
technical and managerial capacity to use them effectively. -

(¢©)  The scale of the water challenge is considered wherever possible. Hence District

Councils classified “C” are consideréd to have very little or no financial capacity
for installation and operation by virtue of the daunting rural and peri-urban
hinterlands they contain.

(d) - . DifTerent farms of capacily interact. Hence while District Council “D” has some

 process capacity to hire consultants and contractors, its financial resources are

- inadequate for the challenge its faces. The lack of financial capacity also prevents

“many ‘other bodies from contracting the operational and technical capacity they
require (for example TLCs classified “B”). . :

{e)  Theextemal factors determining capacity are difficult to classify. For example,

" District Céuncils and TLCs are assumed to have an adequale enabling framework
by virtue of the legislation that underpins them. However, it might be argued that

" they still lack the policy and legal backing to deal with non payment and
- unauthorised connections.  The more qualitative issues of mandate, access to

St



“support and legmmacy are everi more ehusive, but lhcy still serve to illustrate
some important points, An example is that of Tribal Authority “A”. 1t has
significant intenal capacny and it appeara to enjoy a fair tevel of legmmacy
However, its capacity in the water sector is fimited by the lack of an enabling
framework and mandate. In another example, Local Water Committees are
present in many communities, but policy- flux has left them With an unclear
enabling framework and a mandate that is open (o a range of local interprétations.

6.3.7 Conclusions

Thc followmg are the key conc!usmns drawn from the above capacny evaluatton These
conclusions inform the institutional development plan outlined in Section 6.4:

(1

@)

(3)

1G]

District Coungil capacny varies widely in the Study Atea. The DCS are assummg an
increasinigly important role in current institutional development thinking, beth as
facilitators of local developiment planning, and as the key interface between DWAF and
the Water Boards on one hand, and tocal government on the other. Many of the policy
and strategy recommendations of the JICA study place District Councils in a lead role,
echoing the broader Ihmkmg in DWAF and in the water sector generally. These
approaches are clearly at risk where DC capacity is noninal, as in the case of the Eastern
District Council. With this in mind, building the capacity of the weaker District Councils
is a priorily. : :

There is an acute lack of local capaclly in rural areas, and among some TLCs. This is
well recognised, but it is. particularly serious where the’ affected authorities and

‘communities have no access to support networks. Hence a rural vnllage in the arca of

jurisdiction of the Eastens District Council would be particularly isolated, especially if
the local LRDC and LWC have fallen info inaction and have lost legitimacy. Against this
background it seems evident that some communities are especially vulnerable, and in

need of s‘upp'orl lhrough extr’aordinm}' instit'u'li()na‘l channels.

:‘Plannmg capacnl) is concemraled largc]} in well resourced DCs TLCs and NGOs, The

ability to plan locally to meet local needs is the essence of the demand driven water
policy articulated in the White Paper. This vacuum is well recognised, and institutional
rcsponses are being lead by DWAF aid some District Councils. For example, DWAF
is pursuing the notion of area planning forums, and Rustenburg District Council has
established planning zones. Tweo priorities in this context seem 1o be those of ensuring
planning capacity in the “vulnerable” communities discussed above, and of remaining
alertto the need for local planning capacity to ‘be truly rooted in the communities it
serves. In this context, it appears worthwhile 1o give special altention to structures
capable of building and cementing tocal planning. From the capacify analysis of Table
6-5, these mcludc LWCs, LRDCs and some NGOs.

Some orgamsanons have capacﬂy !hat might be more effectiv ely deployed in the service

* of water supply and sanitation. LWCs and LRDCs are discussed above, but it is worth

adding that they may be the only significant capacity in sonie areas. Other sources of
capacily are the larger TLCs (eg. technical training, technical sub-contracting to smatler
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local authorities), somé of the NGOs (cg. training in planning sk%lis), and Tribal

* Authorities such as Bafokeng. Many of these would require limited institutional support

1o be effective i specific contexts.

Sorite District Councils are useful models of erganisations with limited in-house human
resources, but with the _techr’nical, process (and sometimes financial) ability to contract
others and thereby to build a network of capacity beyond the small management core.
The madel niay merit consideration in marny local authority contexts. To do this it would
be necessary understand the nature of the core capacity required, Among others, financial
capacity would be essential. _ ' :

Whilst many forms of capacity relaté 1o operational effectiveness, other forms are the
foundation for growing capacity itself. The latter might be called “generative” capacity.
In the analysis presenied above, the two key forms of generative capacity relate to
planning and financial resources. If a local authorily has the capacity 1o plan (including
planning its own organisational development), and the money to put plans into action,

“muich else will fall into place. From the capacily analysis it is evident that many Third

Tier siructures lack both fonns of generative capacity (especially the rural areas), and are
therefore at risk of remaining dependent on external actors.

Institutional Development Plan

‘The Approbrialé Structuring and Positioning of Magalies Water
‘Context

Ttis clear that the appropriate structuring and positioning of Magalies Water cannot be

d_ctermin'ed out of the context of the broader water sectos in the Study Area. Further,
decisions around structure and position will have (o consider the pace of institutional
development in the sector as a whole. Against this background, a clear distinction has -

to bé made bétween the development of permanent capacity which will allow Magalies
Water to execute its long term rofe as an'extended bulk supplier in the Study Area, and
" the developmént of transitional capacity, which will enable MW to play various support

roles. Many of the support roles should not be considered in isolation of the Third Tier.
Some of these might be undertaken in cooperation with Third Tier actors, with a view (o
the Third Tier taking responsibility for them in due course.  The policy and strategy
proposals in Section 3-4 oulline several possible joint ventures of this nature:

(@)  Training coordination. It'is envisaged that trainiiig resources should be

raﬁon’a}iséd and optimally deployed, using vehicles such as area plaiining forums
to determiie needs and appropriate responses. o :

(6} Sharing best practice. This tod is a shared Second Tier/ Third Tier activity that
might be mobilised through area forums or similar interactive vehicles.

() Dcvetdping systenis and key pn'oce§sé_s (eg nietering options, tocal accounting

systemis, cost recovery roles for the private sector, local financing systems for
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higher levels of service). Again, discussion of such systems and processes might
take place in arca planning forums, or other suitabte venies.

Hence structure and positioning proposals for MW have to be dynamic and flexible, In

response to this, Section 3.4.14 proposes the establishment of a Coordinating Forum

which, among other things, would consider roles and responsibilities and from this the
- optinial interactive structurivig of MW and partners such as District Councils. As

proposed, the coordinating foruin is envisaged 1o include DWAF, MW and the District
- Councils in the Study Area (sce Section 3.4.14 for full discussion).

(2) Considerations for the Strucluri'ng and Positioning of Magalies Water
A riumber of issues will inform the structuring and positioning of MW, These were
outlined in Section 3.4.11, and are elaborated below (see Section 8-2 for a more detailed

' ehammalmn of structure options):

Table 6-6: lssues Inforniing the Structuve and Positioning of Még’:’slies Water

Issue © | Organisational Implications

The extent and pace of Decisions mli have to be made regarding the expansion and '
infrastructural development. deploymeni of technical, financial and operations and

This will be'determined by * | maintenance capacity. With extended infrastriicture, the
priorities set by MW, " | appropriate definition and deploy ment of business units will have -
technical and financial to be conSIdered :

feasibility, and the prospects
for sustainable cost recovery.

'| ‘The present status of Third - | This will influence the view taken on the capacity and
Tier capacity and expected dep1oymenl of project implementation capacity; the nature and .
developments in various Thlrd focus of Third Tier support (including technical training and’
Tier organisations. - .| organisational developmem) the nature of parmershlps with the

Third Tier (espemaﬂy the District Councils). The view taken oni
expected Third Tier developments will also have implications for
the tinig horizons set for Third Tier support.

The nature of long term Third Decisions wiII have to be taken regarding the organisétidnal

Tier support, especially in capacity required to develop and sustain long:term relationships
terms of strategies to develop | with emerging bulk cusfomers. Such capacity might address
new bulk markets and to communication and information, and might incorpoiate
promote the emérgence of - - | organisational development.

viable bulk customers.

The tikely short and lorig term | Organsational structuring (and especially the definition of
resolution of issues relating to | business or management units) will have to altow for the likely
the definition’of the supply outcome of deliberations around the formation of a water board in
area boundary, the area of the fomier KwaNdebele, and for the finalisation of
long tenm options around the present supply agreements between
MW and Rand Water. There are implications for the short and
long term deployment of MW capacﬂy, and for capital mvestmem
‘and infrastiuctural development priorities.
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Structure Proposals.

Detailed sinucture options for MW are prcseﬁteki in Chapter 8. These take cognisance
of the contextual issues outlined above. The discussion to follow addresses key areas in
which patallel Third Tier institutional development will have to take place.

Capdcity Building in I .agging District Councils

Problem

The District Councils in the Study Area form an important institutional link between
Magalies Water and the broader body of small local authorities. In this way, the Disttict

Councils are an important component of the “network capacity” of Magalies Water. They
are also ideally placed to promote and facilitate focal development planning and demand

* driven water supply planning.

Fronj' this perspective, the broad spread of District Council capacity is a matter for
concer. It has consequences for the pace of water provision in many parts of the study
area. There are also implications for Magalies Water, in that “emergency” project

* implementation will continue to be required whilst some District Councils are unable to

tackle implementation themselves.

Among the policy and stralegy proposals présented in Scction 3.4.11, the following

wauld not be cffective without full DC participation:

(1)  Integration of communication and planning initiatives led by DWAF and by some
© District Councils. ' ' o

() Coordination of training and training resources.
(¢} Integration of water supply with local economic and resource dévelopment.

(d)} - Sharing “best practice”. -

{¢)  Developnient of systems and key processes.

“Against this backgound, the developiment of capacily among lagging District Councils

is a priority for institutional development in the Third Tier. A proposed action plan is

* outlined below.
“Action Plan

| Provincial depaitments of Local Govemment have primary responsibility for District
Councils, ‘and this should be recognised. However, there is clearly a need for the

accelerated development of District Councils like the Eastern DC. With this objective,
it is proposed that the six District Councils in the Study Area join to establish a District
Counicil Institutional Development Forum. There is already a plethora of such bodies,
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so the proposed forum should set clearly defined objectives and a definite time limit for
its work. Key issues for discussion in the forum might include:

" (a) Nature of capacity shortcomings in some District Councils.

(b)  Organisational models for District Couricils (eg. internal technical capacnly,
limited core capatcity with contracted technical capacity).

(c)  Lessons from District Couricis that have implemented particular organisational
models.

(d) Relationships with Magaties Water.

The approprlate local go»enmlem departments should sanction. the acuon plan and
programime, but initial facilitation will be required from DWAF in the North West
Province and Mpumalanga, District Councils such as Ruslenburg and Eastern Gauteng,
and Magalies Watet. !

Comnnmity Institution Building Programme

Problem

“The evaluation of Third Tier capacity in the Study Area suggesis that there are
" communities (especially in the rural areas) that have cumulative capacity problems. In

essence, they lack internal capacity to plan and implement water and sanitation services,
and they have limited access to external support {for example in arcas falling under the
jurisdiction of the Eastern District Council). - 1n some of the cases examined under the -
situational analysis, addmonal disadvantages related to tension among elected officials
and LWC and L. RDC strucluros or simply to stagnauon of LWCs and LRD(‘S '

The * mar’ginal” cominunities idcnliﬁed may well fall under the umbrella of capacity
bmldmg and coordination initiatives such as area forums and infrastructural support
programmes, but these are not uniform in coverage . The dual challengc is 1o ensure that

" the vulnerable communities concerned do not fall betieen stools; and to build generative

capacity which will enable them to identify and tap the resources available, and to set in
motion processes of self-sustaining planning and institutional development.

* Action Plan_

ideally, a community msulullon building programme for the most disadvantaged
communities should reside under a District Council. However, it is largely because of
the patchiness of DC capacity. that such an initiative is necessary.” Hence the managerent
dilemma is to find an appropriate champion for the programnie,

The proposed District Council Forum lmght be a smlable vehicle, because it allows

District Councils to share idcas and, where possible, capacity. Whilst some of the
District Councils have limited organisational and technical capacity, they do havé the
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advantage of an elected Council with representatives from sub-districts within Council
areas of jurisdiction. These representatives should be able to assistin the identification
of vulnerable communities, and to facilitate interaction with them.

Initiatives failing'uhder the ambit of a community institution building programme might
be the following:

(a)  Capacily audits in the identified communi'tiés, especially to deteninine the role and
potential of éxisting structures like LWCs and LRDCs.

(b) - Exploration (with the commiunities and authorities concermed) of capacity needs.

‘The analysis presented in Section 6.3.7 suggests that emphasis might be placed

on planning capacity and financial capacity, since the development of these will

enable local officials and cornmunities to engage in sustainable and locally

relevant institutional development. The JICA pilot projects (see Section 10.4.2)

might provide a vehicle to investigate options for the development of such.
generative capacity. .

(c)  Designand iinplemeitation of an appropriate support programme, incorporaling
- the possible remobilisation of LRDCs and LWCs, training in planning skills, and -
“identification of training agents to act in specific areas. These arcas might be the
ptecursor to planning zones such as those established by Rustenburg District .

Counctl, and an option may be to use privale sector facilitators/ training co-
ordinators. o

(d) Appiopriate use of available resources, such as Organisational Development
Officers (or similarly skilled officials) employed by Magalies Water, DWAL,
Rand Water and possible the larger TLCs such as Rustenburg, Brits and
Bronkhorstspruit. ' :

Whete possible, District Councils should fund community institution building initiatives
in their own areas. However, an objective of self-generaling capacity building would be

{hat of installing cost recovery processes as soon as possible.

Institutional Support Programme

| Problem.

_ Participaiits in the gap analysis process recognised the need for Third Tier institutions to
~ share resources wherever possible.. In fact‘a key institutional development theme

emerging from this study is the imperative of communication and the exchange of

‘experiences and capacity.

" The policy and strategy reconunendations reflect this theme, and outline a number of

initialives:
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@ Coordmahon of training and trammg resources lhrough area plannmg forums and

Distiict Councils.

(b) The possnblc establishment of trammg, service and support cooperalives, possﬂ)ly
- under the auspices of District Coungils of area planning forums.

(c) Sharing of “best practice” among second and Third Tier actors agam lhrough :
area forums and District Councils.

~(d)  Joint devc!oﬁmcnt of systems and key processes, such as prepaid metering,

effective local accounting, community-based collection ‘systenis, and local
-financing systems for higher levels of seivice.” Area forums and District Councils
were again envisaged as vehicles for such initiatives.

Taking the variable capacity of the District Councils into dccount, and acknowledging
that area planning forums themselves have limited coverage aid capacity, il is evident
that an overarching champion is required for the envisaged support netw orking process.
This is particularly necessary if the process is to be extended beyond the Study Area.

Action Plan

"There is no obvious institutional home for the institutional support programme, but the
'~ facititation of networking does seem to be an activily well suited to the NGO sector. This
possibility should be explored with existing NGOs such as the Mvula Trust and the

lndependent Development Trust.

'Trammg Pro'grammes

T he lhrce initiatives outlined above have {raining 1mphcauons Table 6- 7 summanses
lhe requlrunents for cach of the three support progranimes.
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Table 6-7: Training Requircinents for Support Pr

ogrAmIacs,

Support [mplementing Training Type Training Provider
Programme Agent
District Council Disteict Council | 1. Managerial and 1. Possible training providers are the
Capacity Building | Forum _technical training for private sector, arger District
Programme core officials of _ Councils, provincial departments of
District Councils - local gevemment. If possible,
emphasis should be placed on in-
. service lraining, and éxchange
programnies between District
Councils.
. Technical training for . Magalies Water has already
DC project managers undertaken to train former NWWA
and field operatives staf for roles in the Third Tier.
Some of these trained staff might be
usefully deployed in undercapacity.-
. District Councils. Candidates '
selected froni this group might
© _receive additional project
" management iraining from private -
sector, or from larger TLCs and
- DCs. '
Community District Coungcil | 1. Training in planning | I. Private sector, DWAF (in the form -
Institution Forum skills for local of mentoring and eéxchange), bigger
Building officials. Theseskills' | ~ DCsand TLCs(also on
Programme should include- exchangebasis).
organisational :
planning and financial
planning. -
}. Reinforcement of . Private sector, Magalies Water,
~ planning skills'in Rand Water, DWAF (possibly on an
- existing LWCs and -~ exchange basis) '
. LRDCs. Particular - '
emphasis on technical
. and infrastructura)
planning.
Institutional Selected Non- . The ISP is a . Private sector
Support Govenment © networking and '
Programme Organisation - facilitation initiative.-

" Training might include

project evahation and

" communicalion

technology.
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Table 6-5 s Overview of Third Tier Capacity

CAPACITY CAPACITY COMPONENT

ORGANIS, PROC. | TECHN. | FINANCIAL EXTERNAL
CAPACITY | CAPACITY | CAPACETY | CAPACITY FACTORS

ORGANISATIO
STRUCTURE

OPERATING
INSTALLING
OPERATING
PLANNING
INSTALLING

E. FRAMEWORX
MANDATE

PLANNING

| PLANNING
INSTALLING

1 OPERATING
SUPPORT ACC.
: % LEGYTIMACY

DISTRICT COUNCIL A

DISTRICT COUNCIL B

DISTRICT COUNCIL C

DISTRICT COUNCIL D

TLCA

TLCB

RURAL AUTHORITY A

RURAL AUTHORITY B

RURAL AUTHORITY C

TRIBAL AUTHORITY A

“TRIBAL AUTHORITY B

LWC A

LWCB

RDP COMMUNITY A

RDP COMMUNITY B

NGO A

NGOB

~ Legend

Very Low or No Capacity
Intermediate Capacity -

1 Good Capacily
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CHAPTER 7 INITIAL CAPITAL INVESTMENT PLAN
7.1 Basie Concept and Frameivork
7.1.1  Size and Magnitude of Capital Investient

Since the proposed project plans for infrastructure were formulated on the basis of the zoning
designed by the Study Team, niamely the supply block as the bottom, of which several blocks are
merged into a supply area, and the several supply areas form a supply zorie. The Study Area
consists of three supply zonés, namely, Wester, Central and Eastern Zones. '

The initial investment cost fo the infrastructure component was calculated by dividing it into two
major supply systems, namely, a bulk supply system for which the second tier is basically
* responsible, anid a retail supply system with responsibilities of the third tier.

Table 7-1 shows a total capital investment of R2.55 billion (in $996 values) for both bulk and
refail water supply infrastructure projects. The cost of bulk supply infrastructure is estimated at
approximately R1.14 billion while the remainder (R1.41 billion) is the estimated cost for the
retail supply infrastructure. These capital expenditures would be incurred over 20 years span
towards the target year 2015 of the master plan. This includes the RDP contribution amounting
to R743 million (R188.6 million for the bulk and R554.7 million for the retail), which is about

30 percent of the total cost.
1712 Cash Flow Simulation Analysis

“Thé first stage in the Initial Capital Investment Plan (ICIP) is the identification of potential
capital investment projects and the estimation of relevant cash flow associated with the projects.
The major emphasis is on relevant net cash flow which is defined as total cash inflow associated
“with the capital investment less its net cash outflow. Estimation of the econontic consequences
“associated with each project is based on the cash flow. There are no income tax implications
“because the projects are managed strictly on a not-for-profit basis. '

tn order to make the cash flow analysis; a simplified model has been established, in which several
basic asswmptions were introduced:

) Implementing. agency or institution of the proposed project(s) is irrcspeélive of the
' existing ones; S ' '

(2)  No initial working capital has been taken into account, and RDP funding is treated as a
- grant ; '

(3)  latérest on outstanding of capital investment is accumulated on to the principle and
repayment terms are 25 years with annuval amortisation; and

(@) - Applicable water tarifT is 1.20 and 1.30 R/! for bulk and retail supply, respectively with

sensitivily analysis on cosl recovery.
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A series of simulation has been made in each supply zone by three stages and by supply systems,
and it concludes that approxiniately 10 percent interest rate could offset any negative balance in
the cash flow analysis in a certain zone by other zone’s positive balarice in case of full cost
recovery. In case of 30% cost recovery, only Barnardsvlei seems to have a positive rate of 6%
(For more details, reference is made (o Supporting Report G). Ini this regards, the cost recovery
is considered most key issués to allain the Study objectives on sustainable basis.

'7.1.3  Cost of Capital

The sccond stage in the ICIP is the evaluation of the economics attractiveness of the proposed
investiment and the selection of projects that will be undertaken. The technigue employed iri the
ICIP for evaluating the profitability of the projects is based on the concept of present value w hich
will enable policy makers to determine which projects are financially worthwhile and affordable
‘to undertake. The cost of capital (discownt rate or hurdle rate) is expressed as a percentagé in the
ICIP and is used as a discount rate applied to cash flows. The ICAP used three different raies for
the cost of capital: 18%, 12%, and 6% for the reasons explained earlier.

7.2 Preliminary Taviff Calculation
7.2.1 Basic Principles

Proper water pricing is :fecessaxy, but not sufficient, to ensure efficient allocation and improi’ed
services. The ability to collect and recover costs should be dccompanied by a set of incentives -
that encourage accouitability for cost recovery. Decentralized service delivery can overcome
declines with collections making consumers more willing to pay. Preliminary tatiff caleulations
are based on full cost recovery pricing and the user pays principle which is the underlying basis
for setling the tarifl. The wser pays principle relates to cost recovery, whereby users are required
to pay for services received and possible additional measures to make the water supply facilities
self-financing.  There must be unequivocal acceptance of the user pays principle by all
- stakeholders in respect of cost recovery for services of direct relevance to users. It is absolutely
essential that the principlé be well understood and accepted because it has a direct bearing on the
user's willingness to pay for services.” The user pays principle is consistent with the long-term
vision for bulk and retail water supply and with ﬁnanual \’lablllly and sustainability of the water
supply infrastructure projects.

722 Tariff Caleulation (Case Sl’udy)

On lhc basis of an mcrunental basn in lhe water demand and the incurred capllal and recurrent
cost, water tafiff both for bulk’ and retail watér supply under user pays principle was calculated
on teial basis with three scenarios for repayment of loan borrowed, in terins of interest rate on
loan. Three rates under these scenario were selected based on the followmg rationale: 18% was
based on the current rates paid on loan stock by water boards; 12% was based on loans borrowed
by public institutions directly from the central govemmient’s treasury; and 6% was based on low
interest rate or soft loans from multilateral or bilateral agencies through the central government.

- Bases for other costs such as purchase of raw water, opérating and maintenance cost; ovérhead
and so on, historical information obtained from MW*s annual reports is applied for a bulk water
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and several assumptions on the basis of capital expenditurc is applied for a retail water (For more
details, refer to Supporting Report G). Typicat case of calculated tariffs in each supply areas are
presented below:

Typical Case of Calculated Tariff (R/kl)

o ' Bulk Retail ‘Bulk+Retail
~ Case 1 (Interest: 18%) S
- Vaalkop North 600 189 7.89
- Vaalkop South - 3.53 162 5.15
- Barnardsvlei 0.68 0.29 0.97
- Koster 1.66 3.97 5.63
- Brits 1.53 0.82 : 235
- Klipvoor ' ' 6.91 4.30 11.21
- Temba : _ 1.27 0.42 1.69
- Rand Water ' 092 0.74 166
- Weltervreden _ 2325  6.69 8.9
- Bronkhossispruit 169 £ 5.06 6.75 -
Case 3 (Interest: 6%) o _
- Vaalkop North S 3.52 L4 4.66
" - Vaalkop South 2.19 0.96 : 3.15
" - Barnardsvlei - 062 - 022 0.84
- Koster : .18 - 232 3.50
- Brits : . 1.08 049 1,57
 -Klipvoor - - 4.51 292 743
~Teémba 095 - 031 126
- Rand Water 075 048 1,23
- Weltervreden ' 1.52 - 391 - 543
- Bronkhorstspruit _ 1:18 297 4,15

‘The case study reveals that except for four supply areas of Bamardsvl¢i, Brits, Temba and Rand

Water in which incremental expenditure for bulk supply infrastructure would not be required,
‘calcutated overall tariff with condition of towest interest of six percent ranges from 3.15 R/&lin
" Vaalkop South as the lowest and 7.43 R/l in Klipvoor as the highest, '

‘According to the field investigation made by the local consultants who carried out the situational
analysis, it is reported that wimost affordability for water supply seems to be 15 Rands per
houschold as monthly rate in the study area on the aveiage, equivalent to approximately 2 10 3
R/kl. Taking the said affordability into consideration, only four supply areas of Barnardsvlei,
*Brils, Temba and Rand Water where significant incremental expenditure for bulk supply
infrastricture would not be required, show favourable situation, and two arcas of Vaalkop South
and Koster do maiginal situation in case of six percent interest rate only. In the other cases,
calcutated tarift (bolded) exceeds well beyond the average aflordability.
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Fund Mobitizafion

Sources of Project Financing

Sources of loan capital for the financing of the projects include:

1y

The central goverhmeirt can provide financing through the capital budget (treasury), by raising -
loan financing through the issuance of government stock and bonds, and by guaranteeing debt
raised by quasi-govemment organizations (example, Water Boards and DBSA). Provincial and
~local governments (TMCs and TLCs) can also raisc debt financing direcily by issuing
stock/bonds on the capital market, again with central government guarantees.”
- government agency which focuses on mobilizing financial résources dlrcctly through the sale of

Goveriiment Agencies

(a) Central g'oVemment

.....

" {¢) Local govemnient

(d) Development Bank for Southern Aftica (DBSA)

-~ ils own imancual instruments.

@

)

4

732
N
(2)
&)

~ International AgcncieSfMuliilatcrai Development Institutions

(@) World Bank

(b) African Development Bank
(c) Asian Development Bank
(d) Arab Development Bank

Bilateral 'Dé\-'elopme'nt Aid Organizations

(a) Japan’s Overseas Economic Coopemuon Agency (0[ CI))

(b) European Economic Union

{c) Country-to- Couniry Grant Aid and low interest rate loans
Domestic Capltal Market

(a) Institutional Investors

(b} Major Comniercial Banks and De\'elopment Fmance lnshlunons.
(¢) Insurance Companies

{d) Peasion Funds

Variations/Types of Project Financing

- Low interest rate loans

Concessional toans
Sofl loans

DBSA is a



(4)  Interest free loans
(5)  Loans at market interest rates

4.4 Financial Viability of Stakcholders/Role Players
7.4.1 Public Sector (including central, provincial, and local governnient)

The ¢entral goveminent is the custodian of the national water resources and as a Ist fier
functionary is responsible for the national water supply infrastructure. Ordinarily, provincial
governinients do 1ot play a major role in the distribution of water or water supply infrastructure
because of: (1) the natute of the management and distribution chain of wateér supply: i.e. from 1st
tier (central/national government), to second tier (water boards), and finally to the third tier

struictures (local government); and (ii) the limited powers of provincial governments to raise
révenues. ‘Provincial governments receive their annual budget allocations from the central
governnient and are therefore not financially autonomous or self-sustaining. . Provincial
govenments could probably assist second and third tier institutions with loan guarantees on their
behalf. Loan guarantees can also be provided by the central government which is currently
praviding similar guarantees lo water boards. Local government institutions (TLCs, LWCs,
TRCs) still have a long way to go in ¢stablishing the required capacity and financial antonomy-:
“needed to effectively manage retail water supply services for which they are responsible. They
have not yet established a financial track record and would probably have to raise funding
through transitional métropolitan sub-structures (TMSS), but even this is questionable. In the -
final analysts, it seems that under the constitution, only the central government has sufficient
financial antonomy to raise or guarantee adequate funding for the undertaking of water supply
infrastructure. :

Better quality service can be achieved by decentralizing reSpoinsibi‘Iil'y for the delivery of retail
water supply service to local government and transferring some functions to the private sector,
financially autonomous agencies, and community organizations.- Decentralization, particularly
in retail distribution of water makes it casier to ensure financial autonomy and to involve the
private sector and water users in the management of water supply infrastructure. -Smatler locatly
managed institulions, whether public or private, have more effective authority to charge and
collect fees and more freedom to manage without too much political interference. The move
towards greater reliance on financially autonomous entities, private firms, and water user
associations {example, conununily organizations) can open up new sources of financing for
investment, especially where central govemment transfers are no longer possible. Because they
are able to achieve higher levels of cost recovery than government agencies, autonomous firms
and user organizations will be in a good position to barrow investment capital from local and
international markets. Decentralized bulk and retail water supply management is not possible
without institutional reforms that aré sensitive to traditional practices and local realities and are
responsive to the new tocal government structures. ' ' '

7.42  Quasi-government (Second Tier) institutions such as water boards
Second iije_r:iﬁs'tilhlions are primarily water boards, mofsl of which are financiatly self sufficient. .
Although debt financing by water boards is guaranteed by the central government, they have to

raise their owii financing and are responsible for repaying the interest and redeeming the loan
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when it is due. The centtal government only interveties in cases of bankruptcies or financial
distress, Any undertaking by water boards to finance part of the water supply infrastructure will
probably nced guarantees from the central government.

7.4.3 Private Sector

Private sector participation in water supply is cur'rently very limited. Private sector involvement
in various aspects of bulk and retail water supply can lead to gains in productivity and efficiericy,
but legislation is needed to establish the legal basis for private firmis aid ivater user associations
to participate. The private sector is financialty atonomous and exiremely viable {o participate
in the management and provision of water supply services in various innovative ways: lease
contracts and concessions, usvally secured through competitive bidding. In concession coniracts,
facilities are leased to a private sector.operator, who contribules investment capital and who
operates and maintains the facilities for a tweity to thirty year period. These arrangéments are
comnion in countries like Cote d’Ivoire, France, Portugal; Spain and Argentina and can be uselul
to apply in South Africa. The ptivate sector is also able to raise financing niore readily than local
government bécause of their track record and financial history. :



VLo L

1 Y06 PEL'S 9TT'ESS'T | 906'608'L | 0ZSEYL | 820208 | £69'vSS §S05°98LIL | 848726 | 229881 [ej0L pUBLD ¥
STL'88s GIEYES | €TLEBY | TSTUVL | LEG'98F | 8S8ZEE | BLYEE | 9EPBYL ] G9R'00L. | £L5U¥ | . leoL e-g
-9T2'92L G/G6'4GL | 8S0vZL | LLSEE | E86°9ZL | 90L'68 | L.89T | EEE0E. [ TSEYT | O¥99 | nidsisiopuolg Ze
9.¥'28L 118808 LI6BET 0009 19ESEST POP'O0C | Z80Ly  {SLLEY | LT¥IE | BEU . wesBoid G0 -
£20°08 B80°5LL ¥SL0EL geety TeLr9oL 89998  |0SL6L Y u9rs | 980wy - 1S8SET - fud poieIspIdy -
B6Y'Z1T 00 LLy - | 99698 | 684°20L [ 4S6'85E [ ZGL'EBZ [ TOR'9S  fOrMLLL | £L69L | €E60Y. USPIAIDUBM “L-E

. S L .. 207 'S ueisel g
£91'282°7 BTrvz6 | LOV'E0S | 8TO'LTY [TBO0LS | LPT6ET | SYiEe | LSLESE | vSL'pOC. | £85°68 1e30L ‘62
gci'ely’L 6YLZLy | 2857092 | 295hiT | LS0'ESE - | 92S'SSL | LESL6L 1260'6LLT | L90'SOL | LEOYL SRV PUBY P27

{z15189 y6Z'982 . | 924°60L | 8ZSOEL | 108°0TL | TopLZT | 6EOEE | ESLSLL | ¥OZTRL | 68YLE Bquial 'e-Z

- - _ - - R B R T - weibog S0 -
ye0'LS 95068 .| 660 19675 FOs86E ogrzs  |ogieT - l9zes 6691 . | 48418 “bid paigisjeody -
YE0'LS 99068 860VE L96'7S JOY9'Se | 09yTL | 08LEZ | OZYES. | 6E91Z | L8LLE JO0AANH."Z-Z
8pieL 096'9ZL | 68670L | LLB'ET | PEYLE | BBLEY | SBOLL . | 99V'G9 06L'65 - | 9LZ'9 o swa g

N B R L R I DUOZ 'S 1eudD 2
SLOYLS TTSE6 | ¢BLZLB | OvOLYL | TOVBSE | €26'62Z | 695621 | 0SE'¥eS. . | 658785 | LiYLS N
€90'9 9Z6'8 868'9 - -.1820C -{8ese roe’s vEL L 89S | ¥SS&L I ¥E8°0 950K )
6L LO) BrrZS - | €96°LL gy ye | 868Cr | 686 | 6L5ES. | 15§56 . ves'e {19670 19ASpIBLIRE "E-L
ALY C69'60F | GSB'SEC | 8SLEL | 6G6TGL | TEE'60L | L96TY [ PELOST | €96°GZT | LLL0f. | UInOS COYERA ZT-L
01516 188708y 96078s | 16297  FEEEiiL 9LeLL | L5008 - §#S0ELE 082908 . | 929 wesbasd SO -
607'¥E {29826 0/849 LEYYT §POL6E. ez tesil o (€095 8/6'6 | 6292 “Bif poIRIBRY -
6L6'6ZL vGLTZG | 99B°LSY [ 88L°0L {L60U4SL | BOZ'SOL | 6881 {.59G98 | 8GL9YE | 6688t _ UHON GONIBBA "L-1

: : : BUCT 'S UIDISIAN L
Seueyauag leoL | seyo -4ay &0 L sIBYO | d4QY (2104 | SIPWO | JQY
_ Aeuiud Sinpniselul bmu.couwm +Ming T Rnanigsesu| emvcoumw _ _aInonasesul §ing eany Alddng

{puey uoyIW BN)

‘ {AjuQ aJmpannsesu])
SpuBWwaQ §10Z J0) PUN O JuBANNbaY [BIOL L~/ 3jGeL

5 7-7'






" CHAPTER 8 IMPLEMENTATION ARRANGEMENTS



TABLE OF CONTENTS

8.1 DmplementationSchedule . ... ..o o o o 8-1
.11 General Description ... ..ot e 8-1

B2 PHlotProfect ..o e 8-1

8.1.3 - Infrastructure Development .. ... ... . i 8-1

8.1.4  Institutional Dévelopraent .. ... oo -8-2

8.2  Institutional SHUCIUIES . . ... .ttt it i it renainaeeennnns 8-3
8.2.1 T InRtroduction . ... e e 8-3

~ 8.2.2  Institutional Implications ....... i e e 8-3

8.2.3 AMernative Options in Response to Change Requirements ........... .. 8-4

8.2.4 Recommended Structural Framework . ... ..o ool 8-5

8.25 NewFunctions . ...t i e, 8-6

8.2.6 Supgested Evolution of Striictive . .........0coiii i 8-8

8.2.7 Traiming forNewRoles . ........ ... .o iiiiiiiiiiiinnn. ve... 89

- 8.2.8 Implications/Implementation .................. s cov.. 8-10

83  Budgetary Schedule ......... ... . ... ... .. i 8-11
. 1able 8-1: Trammg Assessment AR A b ee e aaeea e 8-10
Tab1e82 Project Cost ..........ccvvuiniun S S S - 21 1
Table §-3 : Disbursenient Schedule of the Prqecl ..... D 8-13
Figure 8-1 Implememahon Schedulc e e e i e e 8-14
Figure 8-2 : Existing Orgamsatlon of Magalies Water .. ..o, e 8-1s
Figure 8-3 : implementing Structure : Conceptual Framework . ........... e 8-5
Figure 8-4 : Proposed Magahes ‘Water Functional Organization (Target Year 2002).... 816
Figure 8-5 : Proposed Magalics Water Functional Organization (Target Year2002) .... §-17.



CHAPTER 8 IMPLEMENTATION ARRANGEMENTS
8.1  Implementation Schedule
8.1.1 General Descnptmn

I order to meet with the pro_;ecled water demand for the target years of 2002 and 2015 in the
Study ‘Arca, a large amount of capital investment will be required, (which includes both
infrastructute and institutional development costs.)

The entire master plan consists of two major components, namely infrastructure development
and institutional development. The former is further divided into priority projeci(s) {or
accelerated programine(s)), and ordinary projects (or continuous invéstment programme). The
latter also addresses the second tier including its restructuring and the Third Tier including its
support, reinforcement and slrengthenmg

The two developiment tomponenls are msepar‘ab]e for implementation of the master plan. Figure
'8-1 shows an overview of the implementation schedule for the entire master plan to the year
2015.

8.1.2  Pilot Project
It'is pl'aniled' that several pilot projects will be ixnplénienle& as Phase 3 within an eight to nine

month period in 1997. These include establishment of new comimunity organisations
responsible for operation and management of water supply faalities cost recovery, support and

* reinforcement of the relevant third tier organisation(s), and prowsmn “of infrastructure facilities

where necessary. Thé lesson to be oblained from the pilot projects will be fed to the succeeding -
fcasublht) sludlcs {Phase 2) and stages of the institutional development activities.

8.1.3 lnfrastrutture De\"clopmenl

(1) Accelerated Project(s)
The accelerated project(s) is a priority project identified under the éurrent master plan
taking into considcration that the area covered by the project-is below RDP minimum
standards without a safe water supply from a surface water source. -In this connection,
‘it is planned that the project(s) should be completed by the )ear of 2002 as the target date

for obtaining lhe RDP minimum.

Prior to connnencement of the project maplemem'mon it'is neccssary 10 carry out the
feasibility studies for the candldalc project(s) subject to approval of the PMC/PSC.
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(2)  Ordinary Projécts

The ordinary projects are ainied at upgrading the existing supply mf‘rastmctures {o neet
the pm]ected water demand derived both from increasés in population and upgrade of
supply service levels. Tt is planned that the proposed ordinary projects in each supply
area shall be, basically, implemented in three stages. Stage t is aiming to fulfill the
projected water demand in year of 2002, and the remaining portion will be treateéd and
divided into two stagés between 2003 and 2015. Each stage will have a feasibitity study
and funding arrangement for one year, another one year for detailed design and a thiree
to five year period for construction.

{3)  Monitoring and Post Projéct Evaluation

The master plan has identified a series of capital investment projects aimed at attaining
the targets for 2015. It is considered essential to carry oul contiimous imionitoring of
project implemeritation and post project evaluation. Both best practices and lessons from
worse practices will be documented and the succeedmg pro;ect will benefit from this.

8.1.4 Institutional Development
[4)] Peripheral [ssues

‘ ln order to lmplement several proposed projects rdenhﬁed by the master plan study,
- peripheral areas issues should be carefully addressed to obtain & consensus of an
—agreement between an_dlor among key role players concemed for providing water supply
and sanitation services. Several outstanding boundary issues will be resolved in the early
stage of the Phase 2 Study,

(2)  Pilot Project Set-up

One of the pnman objecmts for lhe l’hase R} sludy (pnlot pl’(}_]{‘cl) is the leaming process
-related to how to involve community: organisation with the participation of people
concerned in water supply. Results will be fed ta the Phase 2 study (feasibility study).

- (3) - Role and Responsibility Setting

fn line with the policy and stralegy options recommended in the master plan study, it is
important to clarify the roles and responsibilities for various stakcholders concerned with

“the Study. 1t is planned that it will take two years to incorporate the inputs to be obtained
from both lhc pilot pro;ecl and the feasibility study in roles and responsibilities.
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8.2

8.2.1

Restrucluring of Second Tier

In this master plan; it is highlighted that the Second Tier function plays a vital role in

attaining the development abjectives and will need to restructure ils organisation to
address the short, medium and long term perspectives.

Third Tier Support and Steengthening

It is the ultimate goal of govemment that the retail function of water supply and

sanitation services will be the role of the Third Tier. Support and reinforcement will be
given from various sources to conlribute to attaining sustainability. In this connection

~ cost recovery will be a most crucial issue to be tackled. These support and strengthening

a_cli'vities for the third tier actors shall be carried out in parallel with the implementation
of infrastructure development,

Institational Straétures

Introduction

Figure 8-1 shows the relative scheduling of the implementation of the activities which result in
the changes described in the above sections. Key points of note from the table are the: '

(-

{(2)

-8.2.2

Need to get significant .capacily in place right from the start of implementation as all the

“major activilies commence during the year 1997.

Ongoing nature of the implementation initiatives over almost a‘twenty year period.
Sustainability is therefore crucial. : o

| Mul'ti-d_isciplinary nature of the activities which will need to be undertaken particularly

in the early stages i.e. 1997 10 2002.

‘Institutional Implications

* Analysis of the above requirements and findings in preceding chapters lead to the following main
overall conclusions about the institutional arrangements which will have to be put in place if the
master plan is to be successfully achieved. Figure 8-2 illustrates the current organisation chart
~ of Magalies Water. These apply to both the implementation and subsequent operations and
maintenance time periods: '

(1)

L)

Restructuring within Zones

Existing structures within each zone will need 1o undergo significant change. None of

_the zones cuirently has an appropriate structure in place to meet the challenges of

interacting directly with commumnities and customers.

Capacity within Zones
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#

Each of the three zones will requlre both xmpIementahon and O&M capacity to manage
the required changes. In Chapter 6 the point was made that in most areas this capacity
does not exist, (although this exists to a greater degree in the western zone). This will
requiré- appropriate structures to be set up in each zone to accomodate additional
IESOUrCes.

Third Tier Support

In the absence of Third Tier capacity MW will need to be actwel} uwoived in supporlmg
developnient in the Tier in the interests of secunng long term expansion of it’s bulk water
supplies. :

New Fuirctions

MW will be involved in significantly different roles during the period 1997 - 2015 from

its traditional roles. This will require 4 number of new functions to be carried out by MW
which are discussed fully in Section 8.2.5.

'8.2.3  Altemative Options in Response to Change Requirements

The requirements discussed can be addressed by appropriate changes within MW There are two
fundamental oplions that could apply to implementing changes and each of 1hese has becn

(D

(2)

considered by the Study Tcam
' Cenlral Control of Implementation

In terms. of this option the whele process of implementation would be directed and

controlled by the central office of MW i.e. from Rustenberg. Existing or additional

“resources would be given full responsibility for bringing projects to fruition thereafter
handing them over to locally based management (or Thlrd Tier organisations). The time
Aframe for this hand over could be fairly e\tended ‘Characteristics of the centralised
“oplion are likely to be: :

(a) A functional orientation (e.g. ﬁn’mclal engmeenng and human resource
managei‘nenl}

(b} - Integrated project management across all tlie activities being implemented.
(¢) = Day to day facilities management only at zone and area level.
Decentralised Control of Implementation

By contrast to the above this option will require the implementation Capaéity to be
located within the zone {and within areas within the zone.}" It has been highlighted that’
little capacity currently exists in the zones and this opllon should not be assessed on the
basis of existing resources in the zones. Clearly appropriate” resources will need to be put
in place Key characteristics of this opuon would be:
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(2) Structures detenmined by the physical processes infrastructure and spatial distribution
of cominunities in the zone rather than funciions.

(b} Integration of operations within the zone as the focus of structure rather than
integration between zones in the whole area.

(c) More emphzisié‘. in structure on the interface with end users.
824 Reconmimended Structural Framework
Solutions seidoni represent absolute _choi(:e§ between options. In this case the_vie\\" of the Study
team is that while a high degree of decentralisation will best serve the interests of imiplementation
there are aspects of centralised coitrol that are also appropriate. Recommended approach

between these two options is illustrated in the following diagram:

Figure 8-3: Implementing Structure : Conceptual Framework

Centralised Integrated Decentralised
Centralised and -
Decentralised

O_rcrall
‘Management and
Co-ordination

Project
Management

Operations and
I\'laiutenan'ce

- Overall Management and Co-ordination

Key functions needing to be performed will not be signiﬁcanﬂy affected by
implementation and are the normal high level functions of MW:

(ﬁ) Strategi¢ planning and management. |
(b) Bilsi_ness:developmém.f |
(©) Stakeholders relations -
@) Ovérall aécfmntihg and :audi(ing.

{e) Séuigi‘g péfsoh_nei ﬁoifc)*.
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(f) Setting technical standards.
These will continue to be doite centrally by MW head office.
Project Management

This is an area where there should be shared responstbility between the central tuncuons
and the operational level in the zones. Key considerations. bemg

() The learning éxperiences which can be shared across projects.

(b) Common activilies which will need to be contracted for across projects e.g. soil
investigations.

(¢) The multidisciplinary pature of the activities.
(d) Close co-ordination with commuiities involved.

Operations and Maintenance

‘This is the area of greatest linpact as the proposals and recommendations coritained in
- this chapter result in significant changes in structure in the zones. The institutional

structuies within the zones will be responsible for all aspects of project implementation
and operation and maintenance of water supply. Making these changes is the
responsibility of MW in the first instance as the principal player in the study area. To this
end the Policy and Strategy options report makes the recommendation that MW ieeds -
o adjust its structure to mect the new demands of the area. Specific proposals in this
regard arc the responsibility of MW's management. -

New Functions
Change in Emphasis

The proposed new functions relate to meeting two needs the importance of which cannot
be over emphasised:

(a) Firstly the smaller water boards deperd upen a growing base of bulk customers for.
long term survival. The very low level of capacity in the Third Tier means that these:
future bulk customers will not emeige unless water boards actively ass;sl in the
. process of devclopmg their water supply capacity. :

{b) Secondly water supply poticy of DWAF envisages a role for water board in ensuring
that the overall goals of rectifying the nnbal'mces created by the prev:ous govt,mment
are achieved. '

There still needs to be a lot of discussion between DWAF and water boards on these | new
roles. T he recommendations assume that discussion and future le&,lslauon wnl resolv*
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(2)

“many of the outstanding issues and that structures should therefore be based on the luture

vision.
Neiw Functions

The major new functions which will flow from the redefined role for water boards and
hence MW are:

(a) Bulk Supply Development

Thisis the fuiction of developing new bulk markets. 1t has a long term perspective
and while it needs to be put in place as soon as possible will only yicld resultsina
minimum of five years. Sub-functions of this are:

1) Stakcho]de_r éngageme’nf +Is the process of interaction with stakeholders to
identify needs and opportunities. Also to build up relationships of trust necessary -
‘for taking projects from inception to implementation. -

2) Development planning : Is the process of co-ordinated planning which will nced
to take place between the Second and Third Tiers. This function will facilitate
the realisation of RDP principles and White Paper goals. :

3) Organisation development : Is the process of facilitating the development of
teadership, management and operational structures necessary 10 mobilise Third
Tier institutions which will bécome suppliers of water to cominunities (and future
bulk customers of MW). ' ' ' '

" 4) Third Tier Subport : Will involve det‘ermiljxing.nécds of mobilised Third Tier
- organisations which can be'met by support arrangements with MW. Support
could be in the form of training, systems; technology and resources.

(b} Water Supply Projects

This is the function conéemc’d with all aspects of bringing projects for design through
‘1o comumissioning. While this function currently exits it has an engineering
orientation. In future certain new sub-functions will add to the scope of this area:

1) Project structuring : Is the function of sctﬁng up the necessary matrix structures
* for managing projects so as lo ensure the’ appropriate involvement of
stakeholders. o ‘

2} "Institutional development : Is the function of crealing the necessary institutional

- infrastructure fb_r operating and maintaining projects. This is essential to ensuring
the sustainability of infrastructuie created by projects.
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3) ‘Training : Is & sub-function of' mshtuuonal development All prcuect:s create
training nceds which must be addressed. It j is logical that this is an integral part
of the project delivery process rather than being separate from it.

(¢) ‘Within Operations and Maintenance
Two new sub-fuiictions are proposed:
1) Iaterim resourcing : This is the function of providing resources to‘other institution
or projects to assist with commissioning or O & M on an interim'i.¢. non
- penmanent basis. [t may be necessary within Zones to assist the Third Tier with

geiting water supplies to communities by providing resources.

2) Third Tier support : This is the same function as discussed above. It needs to take
" place at zone level as well as centrally. :

Changes to Existing Functions

There ar¢ a number of areas where functions are already in place but will need to be
‘redefined. MW will nee_:d to look at these in some detail. Obvious areas are:

“(a) Project finance

)] Pergonném R:

(c')l Accmmlring (e‘g:._ D:ebldrs_ syslcms)
Sixggcsica Evoiulio‘n of Structure
Time Séale |

While the penod of the master plan is tuem) years le from ‘1997 to 2015. It is
1ppmpnale for the purpose of structure to consider two larget date periods:

(a) Asctup and operationalisation pha’se spanning the yeafs 1997 1o 2002.

(b) A !ull operauonal phase \»here 0 & M needs comes to the fore spanning the years
2003 to 2015.

In the former peri(')d:assistance t6 the Third Tier will be particularly important.

Dcvelomncnf Phase : 1997 - 2002

- Proposed functional structure for this phase is shown in Figure 8-4. The purpose of this

proposal is to show how the structural framework (eenlral|sahonfdeCemfaI1sauon) and
the new functions can be accomodated. A brief description of this structure is as follows;

8-8
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(a) The split of the O & M function into three according to the zones proposed in the
master plan. Currently there is only a westein and easterm zone.

(b) Incorporation of the new functions within the zone structures : Interim resourcing and
Third Tier support.

(¢) Incorporation at an overall level of a new function being Bulk Supply Development
together with its sub-functions. This puts a strong emphasis on the goal of creating
future bulk customers by providing support and development now.

(d) Inclusion with the _Watef Supply Projects of new sub-functions to introduce a more
developmental emphasis to this function. .

Oi)e'ration'al'isation Phase : 2003 - 2015

Proposed functional structure for this phase is shown in Figure 8-5. This proposal is
based on several assutmptions: :

(a) Firstly that considerable progress wiil have been made in establishing a process of
stakeholder engagement and development planning. It will therefore be possible to -
rationalise this with the water supply projects function to create a more ccoriomical
structure and miore integrated long term approach. This single function is termed '
Planning and Development.

(b) Sccondly that the question of the future of the eastern zone will have been resolved
and it will become part of a future “Highveld Water Board”. '

Both the above changes are shown on the revised structure.

{t is noted that the intérim resourcing and Third Tier support functions are retained in the
zone structures as it is envisaged that these will be required for a long time.

" Itis also noted that in both the periods 1997 to 2002 and 2003 to 2015 the design and

construction of projects is envisaged as being contracted out to local consultants and
construction entities o a significant degree. This will reduce staff and administration
costs. '

827 Training for New Roles

[t is clear that the proposed new functions will creatc many tréining needs for M\‘_&" . These will

need (o bé assesscd in further detail. It is proposed that they canbe considered in terms of the
following framework. An initial assessment of tralning needs is indicated in the table on the

“following page
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Table 8-1 : Training Asscssment

TRAINING NEEDS

FUNCTIONAL AREA | STAFF WITHIN MW TRAINING PROVIDED [N
| SUPPORT OF OTHER
INSTITUTIONS -

Adniinistration Fubetion - Industrial Relations Skills | - . Budgeting

E - . Project Evaluvation
Bulk Supply Development | - S_!'.akéhéfdéi' Processes 1 Planning :

o ' - Development Planning R * Feasibility Assessment

- Organisation Dévelopment

Water Supply Projects - Institutional Development - . Projéct Mé_m'agement
' ' - Skills Transfer e “Management and
Supervision
Operations and Maintenance - Industrial Relations Skills - Budgeting
S Skills Transfer ' - Bookkeeping
. . Administration
- Supervision
- Technical Skills

It is difficult to estimate the amount of training at this slage as this depends on organisational
structure, numbers of people and their current degree of competency in the areas of training need.
Research in South Africa shows that organisations spend 2% ta 5% of their turover on stafl
development. This is low by international standards although needs in South Africa are probably

“greater. Needs in the Study Area because of the transition will be very significant. ‘As a rough
estimate MW should be currently spending R1.85 m per anium on training based on national
norms. (R37m tumover x 5%). Training needs in the whole Study Area have been estimated at
5% of the retail cost of water which is an amount of R96.9 million.

- 8.2.8 Implications/Iimplementation

There are many implications of the proposals discussed in this chapter. These will need to be
discussed in depth in the forum proposed in Chapter 3 which suggests how the policy and
strategy proposals should be taken forward. In particular it is noted that '

(1) These proposals will represent an investment by MW'in staffing to provide for the-
functions needed to ensure the development of future bulk customers, MW’s board will
need to consider the pros and cons of this required commitiment.

{(2) I DWAF want water boards to play an expanded tole they neced to formulate a clear
- policy in this regard and not only communicate it bul support water boards in the
repositioning they need to go through. '

The proposals in this chapter are the views of the study team formulated after extensive
- consultation. In that they inevitably represent a compromise between views these proposals will
cither be viewed as controversial or as not going far enough (o meet goals.
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83  Budgetary Schedule

A described in the previous section, iniplementation of prajects is divided into three stages.
Summarised budget allocation schedules for project which consists of bulk water supply and
retail water supply are tabulated in the following table and detailed breakdown are attached in
Table 8- 2 and § - 3. Table 8 - 2 shows that the figures include necessary training cost for entire

zones with 20 years periods.

(1)  StageBase . (Unit: Million Rand)

Stage Bulk Watei Retail Water Total Sharing
Stage 1 (199872002) 506 641 1,147 (44.9%)
Stage 2 (2003 / 2009) 335 448 783 (31.0%)
Stage 3 (2010 /2015) 295 328 623 (24.1 %)

Total 1,136 1,417 2,553 (100.0 %)

| (2)  Annual Base

Stage 1 Stage 2 . Staged
Year Budget Year Budget - Year Budget
1998 114.7 2003 78.3 2010 623
1999 1721 2004 . 783 2011 935
2000 344.1 2005 1174 L2012 1246
2000 3441 2006 1s66 - 2013 124.6
2002 1721 S 2007 1566 2014 1246
- - 2008 1174 . 2015 93.5
- . 2000 783 - -

Total = 11471 Total 7829 - ‘Total  623.1

(3) ~ Zone Basc

- Zone - Bulkk Water  Relail Water - | Total Sharing

‘Western 634 360 994 (138.9%)
Central 354 570 924 (36.2%)
Fastern - 148 . 487 635 (1249%)
Total 1,136 1,417 2,553 (100.0 %)

As discussed in the Chapter 7, Initial Capila:l Investment Plan, therc are many Qpli6n§ of budget
arrangement to implement development programmes in order to supply sufficient water to the
beneficiaries. The DWAF and key stakcholders shall establish more comprehensive and
acceptable financial plan for the project. : '



Table 8-2 : Project Cost

(Unit § Million Rand)

Particolar

Western Central Eastern’ Total
- ) Zone Zone  Zone
1. Bulk Watér Supply
1.1 Direct Cost - B
(1) Water Treatment Works 63.76 79.54 9.46 152.76
(2) Regional Service Res. 31.99 58.76 13.93 104.68
3) Pumping Station 12.45 4.79 - 2.58 19.82
(4) I’;pehnes 20502  81.76 . 68.39 445.17|
Sub-total 403.22 224.85 94.36]  722.43|
1.2 Indirect Cost - , ' _
(1) Engineering Cost  60.48 33.73 14.15 108.36
(2) VAT 64.92 36.20 15.19 116.31
(3) Contingency 10572]  58.96 24.74 189.42
Sub-toial 23112 128.39 54,08 414.09
~ Total 634.34 353.74 148.44 1130.52
2. Retail Water Supp!) : =
2.1 Direct Cost o ‘
(1) Service Reservonr B 17.03 96.90 17.67 131.60
(2) Reticulation 20433 265.86 291.60 761,79
(3) Pipework 7.15 Q.00 - 000 715
. Sub-total 228.51 362.76 309.27 900.54
2.2 Indirect Cost o . : :
(1) Engineering 3428 54.41  61.85 150.54
(2) VAT 3679 - 5840  55.67 150.86
(3 Contingency 59.92| - 932] 59.75| . 214.79
- Sub-tolal 130,99 207.93] - 177.27 516.19].
-~ Total ' 359,50] . 570.09] 486.54] - 1416.73
3, Institufional Devclopmen( , 1 -
3.1 Training Cost *#* 10.79 17:12 - 14.60 42.51|
3.2 Communication Cost *** 7.19 11.4] 973 2833
3.3 VAT/Contingency 662  1050| 8.95 26.07|
Total 24,60 39.03 33.28 96911
Grand Tetal 1,018.44 263.46 668.20 -2,650.16 '
*¥* Note : o

- Training cost assumed 3% of total retail water cost.

Communication Cost (Workshop} estimated 2% of total retanl water cosl
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" Table 8:3 : Dlsburaement Schedule of the Project
- (Unit : Mlll:on R‘md)

~ tem ' Bulk Water Retail Water Total
1, Stagel L
Western 267.70 157.90 425.60
Central 15220 209.20 361.40
Eastern 86.50 273.50 360.00 | -
* Sub-total 506.40 640.60 1.147.0
2, Stage 2 : _
Western 183.30 100.80 284.10
Central 100.80 1180.70 281.50
Eastern 50.60 166.70 21730
- Sub-total 334.70 ' 448.20 782.90
3. Staged _ :
‘Western 183.30 100.80 284.10
Central 100.80 180.70 | 281.50
-Eastein 11.30 46.30 57.60
-Sub-total 295.40 327.80 623.20
4. Entire _
“Western 63430 359.50 | 993.80
“Central - 353.80 570.60 924.40
-Eastern . 148.40 486.50 © 634.80
‘Sub-total 1, 135 50 : 2,553 00

'1,416.60
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9.1

(D

CHAPTER9 EVALUATION AND PRIORITISATION
Project Evaluation
Basic Dimensions
Beneﬁciary

Baswally, the proposed projects have been planned to supply w ater by using a surface

‘water as muchi as possible, except for those remote areas far away from the existing water

tréatment works where ground\\ atef résouices are available and satisfy both in'quality
and quantity.

Beneficiarics under this master pIan can be divided into two, namely, primary and
secondary groups, of which the former is being categorised in the following:

(a) Pri'mafy Beneficiary
) Categor) 1
Those people will be served by the pmposed infrastructure, who are presently

oblaining water from not a surface water supply system but other Sources
~ including groundwater, river runoff, vendors, etc;

2) Catcgor} 2:

Increaséd number of populahon who are located in the existing supply area of
- surface water syslems

~3) Category 3

" Very Imnlecl number of people d\\ellmg in Koster and S\\artmggens service
blocl-.s who could be supplied by the proposed boreholes.

(b} Secondary Beneﬁcmry
The secondary group of beneficiary is defined in thé following as the last category:
4) Category 4:

Those people who will be able to enjoy hxgher tevel of services, \\ho are located
in the existing supply arca of surface water systems.

Summary of the ‘said calegorles of beneﬁc:an, are mdlcated in Table 9 1 {Refer to
Supporting Repori G for more detail). :

9-1



2)

3)

- Projected Wa'ter Demaiid (Increment)

In the prehmmary sludy of water supply system (Techmcal Solution), water demand.
analysis was made for the target years of 2002 and 2015, on the basis’ of projected
population and mixture of water supply services. Suinmary of the said analysis for the

- primary water demand which includes domestic, industrial, commercial, institulional uses

and mine is given beiow {Refer to Table 9-2 for more details):

Water Demiand (MCM/year) Increment (MCM/year)

Zone 1995 -~ 2002 2015 1995-2002  1995-2015
Western 77.590 102350 121.030 - 24.760 43440
Central 64473 114.864  163.066 50.391 98.593
Eastern 21.545 31.223 36.834 9.678 15.289
Study Area 163,608  248.437 320.930_. 84.829 157.322

Annual growth rate of water demand between 1995 and 2015 shows 4.7% as the highest
in Central Zone, followed by 2.7% in Eastern Zone and 2.2% in Western Zone as the
lowest among the three zones, resulted in 3.4% on the average of the stiidy area. |

Incremental Capital Cost (Total and Per Capita)

On the basis of the resuits obtained from the cost estimate for infrastructural
development, Table 9-3 summariscs the required initial capital costs, amounting te about
2.553 billion Rand in 1996 prices, which contains both infrastructures for bulk supply
systems and retail supply systems. The requlred cost consists of a direct cost and an
indirect cost, and the latter includes an engmeermg services cost, VAT and a physical |

‘ conlmgencms

~ Table 9-3 ShO\\b a pcr capita cost by supply areas on the bfasas of the pnmary bcncﬂcmy

indicating 313 R/capita in Bamardsvlei Area as the lowest and 4,152 R/caplta in Vaalkop
North Supply Area, because the ‘cost reqmred for main supply system {pipeline and
regionial reservoirs) is not included in'the cost estimate for both supply arcas of
Barnardsvlei in Western Zone and Rand Water in Central Zone because such facilities
have been provided Rand Water Board already.

9.1.2  Financial Aspect (Financial Rate of Return)

In similar manner of the cash flow analysis explained in Chapter 7 of this report, a financial
internal rate of return for the respective supply area and zone as well as the S((ldy Area has been
‘worked out (More detailed explanation is compiled in Supporting Report G). In this analysis,
sensitivity on cost recovery was also carried out. The résults of the analysis is giving that every
‘case (supply arca and zone) has positive rate, 2.0% in Weltervreden as the lowest and 73.9% in
Barnardsviei as the highest under the 100 percent cost recovery, and 13, 3% for the entire Study
Area. Under the cost recovery 60 percent, the overall rate for the Study Area decreases to 6.1%,
- and those rate in cach arca also decreases to unfavourable situation accordingly, except three
arcas of Barnardsvlei, Temba and Rand Water in which the market loan rate {18%) is still

9-2



“applicable. Only Bamardsvlei scems to be viable for the market rate under the recovery rate 30
percent.

9.13 Teéh:licalfﬁn'ginéering Aspect

Basically, there are two main sources for water supply, namely, a surface water and a
groundwater. In the Situational Analysis, it was revealed that the groundwater resources in the
Study Area are generally inferior to a surface water because of both quality and quantity, and
considered not best alternative for long-term perspectives. '

Although the water balance study has concluded that new project for water resources
development would not be needed in the Study Ar¢a due to increasing amount of return flow
from PWV areas could be expected, which would reet with overall demand both for the primary
and the non-primary water except a cerlain period in a certain Supply Area. However, as an
‘emerging issue, more careful attention should be paid on water quality in the existing river
system which will teceive a return flow from the metropolitan areas. Especially, the quality of
water in Apies River flowing down from Pretoria is badly affected, from which Kudube WTW
obtains raw’ water. ' : ' '

9.1.4 Institutional and Organisational Aspect

Tt is rather difficult to clearly demarcate at this stage which role players should be responsible for
implementation of the proposed project, amounting about 2.55 billion Rands in 1996 price level
towards the year of 2015. The total fund requirement of 2.55 billion Rand is divided into & bulk
portion’of 1.14 billion Rand and a 1.41 biltion Rand for a retail portion, for which the second tier
and the third tier shall be basically responsible, respectively in the long terin perspectives.

When considering time frame of 20 years [or the said capital invesiment, average annual capital
- expenditure come at about §7.5 million ‘and 704 million for a bulk and a retail portion,
fespectively. The key issue is locating whether the third tier concerned could manage the said
" huge amount of capital expenditure, for which every: effort shall be taken by utilising the
available any resources belonging to the upper ters, the extemal or internal, and the statutory or
* non-statutory. S o

The issuc is closely related to the proposed project management steucture which seems to be
difTicult to conclude in this master plan stage.

9.0.5 Economic Evaluation
(1)  Purpose and Assumplions

Jworder to briefly examine an economic impact of implementation of proposed praject(s)
 under the inaster plan stage on to RSA’s economy, an cconomic internal rate of return
_ (EIRRY of each projeet is catculated which should be compared with the opportunity cost
of capital (real value of interest rate) in RSA. Taking into consideration prevailing

curreit market value of interest rate as 18% and the prevailing inflation rate of 8% on the

averagc, this Study utilises 10% of ‘discount rate as the opportunily cost of capital for the

9.3



@

Reslts of Analysis
'Usmg the assumptlons stated above, the dlsbursement 'schedule on thc basis of the
impleineitation schédule and project life of 40 years, an economic internal rate of returii
has beén computed by supply area, of which results are summatised below (For more
details, reference is made to Supportmg Report G):
Economic | Imemal Rate of Return (EIRR)
" Supply Area Total Cost  Total Benefit Net Benefit EIRR
LTI ERIETEE (Million Rand) ------=-----------oo (%)
~ Vaatkop North - 791.491 1,272.061 480.570 53
Vaalkop South 724.721 1,573.601 848.880 9.7
- Barnardsvlei 246.209 1,143.592 897.382 46.4
- Koster 18.751 34.884 - 16.133 7.8
- Western Z. Total 1.781.172 4,024.138 2:242.966 - 106
Brits ' 337.018 1,195.859 858.841 243
‘Klipvoor '127.259 C 97200 :30.059 - 26
‘Temba 626.196 2219744 1,593.547 24.5
th’llld'~\\’aler - 1,422.025 +5,330.883 3,908.858 284
“Ceatral Z. Total 2,512.498 - - 8.843.686 6,331.188 22.7
Weltervreden $796.068 - 1,075.367 279.298 3.2
Bronkhoistspruit 262.966 415.549 156.583 5.7
Eastern Z. Total - 1.059.034 1.494.916 435882 . 38
Study Area- 5,352.7_04 14,362,740 9,010.036 12.7

assessment of economic viability of the proposed projects.

Since lack of precise information on benefit calculation, in ather words, wn!lmgneqs to
pay by possible future beneficiary, it has been assumed that the same level of average
aftordability in the study area equals to the expected williiigness to pay for this economic
evaluation, which is based on inquiries made by the local consultants during the
Situational Analysis stage. Taking into account the average affordability of one
household comprising six members as 15 Rands per month, the willingness to pay can
be worked out approximately 3 Rands per KI.

In the above, the total cost includes an initial capital investment, an op:emlion and

maintenance cost and a replacement cost to be incurred during 40 years analysis penod :
and the total benefit coveérs all accrual over the same period.

Although it is neces;sary to incotporate the prior invcslmem made by Rand Water in
both areas of Barnardsvlei and Rand Water, for which the Study Team is awaiting
provision of the required information from Rand Water Boards (some information has
been given), the calcutated EIRRs varies from thé negative in Klipvoor Supply Area
{-2.6%) and 3.2% in Weltervreden 8.A. as the |0\\.est i the positive side, and 46.4%
in Barnardsvtei as the highest,
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9.1.6

(0

(2)

From the precise econothic viewpaiiits, those supply arcas having lower EIRR than

' 10% as the assunied opportunity cost of capital, seem to be not viable for further

implementation, however, various efforts should be made to increase the calculated rate
with re-planning of the present proposals in future.

Social Consideration
Women's Role

The commiunity case study found a typical example to show how women play a vital

role in the community water supply management. - In Norokie Community of Moretele
-1, women discussed how to operate and maintain their community water supply system

consisting of a diesel driven purip dnd a elevated water tank, including cost recovery.
‘They are practising efficient water management by dividing communily info two
sections in which it fixes the day when people can diaw water. No body can draw
waler without paying money. The community’s originated water inanagement and cost
recovery system scemis to be a model for other communities as sharing “Best
Practices”. More detailed explanation is given in Supporting Repoit G.

- Non-Payinent Issue

Although many key role players recognise non-payment is the biggest issue to be
tackled as quickly as possible that is not only Magalies Water’s case but also a nation
wide problem, no positive initiative on the issue has not been taken. - The non-payment
cultare originates from various factors such as a historical background inherited from
ex-homeland situation, not anticipated level of services, lack of nofivation caused by
neighbours who don’t care for payment, unaffordability andsoon. :

In order to make a third tier sustainable and self-help as a key player for retail water -
supply, it is no doubt that cost recovery is considered one of key factors, ang due -
consideration should be paid to support and strengthen such key players from the upper .
tiers, Therefore, establishment of cost recovery attitude through positive participation

of beneficiary since the beginning.

Duiring the p'rocess of tackling the non-payment isste, most concern should be paid to
those people who has enough affordability but no willingness to pay currently. In this

context, the coming Phase 3 (Pilot Project) shall seriously considers the issues by

selecting ane of typical peri-urban areas where unauthorised and/or illegal connectlion
is prevailing. :
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9.2  Prioritisation

In this niaster plai, it has been set as the primary objective to meet with at least RDP standard
for those who are suffering from lower level of water supply and sanitation sérvices than the
standard by the year of 2002. Under the preliminary stidy of water supply system within the
framework of the master plan study, the groundwater resource would ot be ultimate solution
due to its lower exploitability and inferior quality over almost the study area. Therefore, every
effort has been made to accommodate those objective people by providing a supply system
based on utilisation of surface water, which is more reliablé in quaatity and quality,

In this connection; lhe proposed p}annmg for mfrastructure development to mcet with the
‘pro;ecfed water deinand in year of 2015 has been made int each supply areas in'w hich lngher
priority area to be impleniented in the shorl-term is identified: (a) Northern Mankwe area in
the Vaalkop Noith supply area of Westemn Supply Zone, the entiré Klipvoor supply area of

Central Supply Zone and Moretele 2 area in the Wel(crvreden Supply area of Eastern Supply
Zone.

Ini the longer perspeetives, it may need a certain time to prioritise the proposed projects in each
supply area until the role and responsibilities setting w ould be concluded among the key role
" players concerned with this study. In this connection, proper attention should be paid on the
following points:

. ) _to.inlro_duce Equalisatioh!Balancing concept of project benefit between and/or among -
- bulk and retail supply systems, the supply zones and the supply dreas;

. to seek .possi'bilil}j' to mobilise softer/¢oncessional loan funding for less viability area(s)
and projeél(s)'

K to lacl\le non-pay ment isstie towards rcahsation of full cosl recov: er) ; and

- to 1mplcmcnl Phase 2 (Fcas:blht) Stud)) “dnd ‘Phase 3 (Pllot Pm)ccl) within the
framework of this Study:. .
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Table 9-1 Category of Beneficiary

L e Primary Beneficiary -----=----- Secondary
upply Are Category 1 - Category 2 QQ_EQM ; Category 4 - Total
Vaalkop North 86,560 39,359 0 82,448 208,367
Vaalkop South 184,938 29,305 0 91,006 305,249
Bamardsvlei 26,293 141,498 0 239,042 406,833
Koster - 0 N 0 6,153 0. - 6,153
W. Zone Total 297,791 210,162 6.153 412,496 926.602
Brits 46,402 85,349 0 105,148 236,899
Klipvoor 151,034 0 0 0 51,034
Temba 608,236 73,276 0 118,976 800,488
Rand Water 479,328 - 938,309 0 650,451 " 2,068,588
-C. Zone Total 1,185,000  1.097434 0 874,575  3,157.009
Weltervreden 101,910 110,589 0 418,777 631,276
Brokhorstspruit 16,339 109,887 0 218,568 344,794
E. Zone Total 118,249 220,476 0 637,345 916,070

Note: For more details, refer to Supporting Report H

Tablc 9.2 ]ncrcmental anan Watcr Demand in 201% (MCMI\ ear)

Supply Area - 'Domestic _Mmg Olher:. - Total
Vaalkop North | 4429 7150 2401 - 13,980
Vaalkop South 15.03 - - L4t 16.794
Bamardsvlei - @ . 8296 2.219 1828 ¢ 12343
Koster ; 0333 B - 0100 - 0323
W. Zone Total 28111 0.369 5.960 43.440
Brits : 10.642 . - : 2.553 13.195
Klipvoor | 0.900 . : - 10.900
“Temba o 24.547 _ 0300 24.847
Rand Water - 52291 - ; 7.360 159.651
C, Zone Total - 88.380 o - Lo 10213 -98.593
‘Weltervreden 10519 - - 10519
Bronkhorstsproit -~ 4.307 - 0463 . 4770
E. Zone Total 14.826 - 0.463 115.289

Note: For more details, refer to Supporting Repélrt" H
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10.1.1

M

CHAPTER 10 T.O.R FOR PHASE 2 AND 3
Sclection of Priority Projects’
Phase 2 (Feasibility Study) Projects

Background

- The JICA Magalies expansion study envisages the preparation of feasibility study reporis

for high priority projects and the implementation of selected pilot projects during Phase
2 and Phase 3 of the Project. Through the master plan study of the Magalies cxpansion

~ programuies, severat new projects to be implemented to ‘meet the requirements were

(@)

identified. The incremental water demands up to the year of 2002 and 2015 in the study
area are about 53.0 incni/a and 83.7 menva, respectively. On the other hand, the pilot
projects will explore technical and institutional options for water supply in previously
unserved or widerserved communities. They will incorporate the components of the
installation or upgrading of physical infrastructure and the development of the
organizational and institutional capacity necessary. T he institutional development of pilot
projects will be undertaken as a core of local community empowerment in high priority
project areas. :

- Priority Projects

Many projécts \w_.'clfe identified by the Master Plan Study in order to nieet the requirements
which have been discussed in the previous chapter. The identified projecis cover a range -
of infrastructure from modernised supply systems to the minimum level of the RDP.

The study looked at priotity projects in lﬂ\jd?lilxle]-ftjan1es." Firstly, the project larget to the

“year 2002 involved arcas where communitics have no water supply, or where supply is

below RDP requirements. In this context, the objective is to provide safe and hygienic
drinking water to RDP service fevels. o

' Secondly, areas where incremental water demands will be high within the selected target

years will be given high priority to implement expansion or improveiment piojects. As

~ areference for the sclection of priority project within ESA, incremental water deinands

" per capita per year are tabulated in Table 10 - 1.

"As the results of selection, the following projeds' were finally selected in order to

achieve minimum requirements of the government policy in the water sector:

Nane :o'f'_Pro"jcct' = Noith Mankwe ._'I{:Iipvmr ~ Moretele 2

Population Served (2015) 34,409 - 51,034 80,023

Water Demand (2015) (incnv/a) 0.572 0.900 1.419
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10.1.2 Phase 3=(Pilot)'.l’r'ojccis '

(1)

(2

Selection Criteria

The pllot projects combine infrastructure and institutional development. The following
are the suggested criteria to guide the selection of the pilot projects.

(a)

(b

(©

R

()

(0

(8)

Access 1o a surface water source that can be devetoped without major
infrastructure investmeid. This criterion will ‘apply where a new local water

- scheme based on surface water is to be mstalled

- Accessto viéble proven gronndwater sources, This will apply where a new local

water scheme based on groundwater is to be installed.

Circuistances where the upgrading of local reticulation, or the supplementahon
of existing resources will make a significant difference to the quality of life of
residents. This will apply {o both the surface water and groundwater upgrading
pilot projects.

Demonstrable nieed for local water development, and an unambiguous expression
of demand on the part of the communitics corcerned.

A viable base for institutional and organizational development around local water
supply. The- existence of local water management bodies will be a

recommendation  bul not necessarily a precondition. However, due to the

relatively short implementation period, it will be diflicult to initiate pilot projects

in commuml:es \xhere local orgamzauon is absent, or 1s ina slate of conflict.

.' Absence of conditions that will scnousl) 1mpede or black wnllmgness to pay for

water, Again, because of the short implementation period, it will not be possible
to tackle pilot projects in communities where the promotion of a system of cost

: :m:o'. ery is 0111)' possible through tengthly negomuons

Selected pilot studtes must reflect a variety of settlement circumstances and
institutional contexts, and must be spread across the slud} area.

Selection Process

@)

“(b)

The  first slep in the seltctton of pilot pIO_]eClS was the - formulauon of a
preliminary horthst from 30 conununities which were selected during the

Commuml)r Case Study of the situational analysls in the Phase 1.

The second step was to visil communities on lhe fmal shoﬁllst to ASSESS

circumstances on the ground and to prepare communication channels with
communities. As a result of the preliminary scleclion seven pilot candidates
were surveyed and contacted in order to provide an ‘opportunity for conununities
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to discuss and  present their needs.
()  Final Selection

Final selection for pilot projects was inade based on the comprehensive evaluation as
indicated in Table 10-2 and high priority projects are listed as follows;

Priority Project Name Infrastructure Institution
1 ‘Kameelboom Need Need
2 -Sehoko Need Need
3 Ga-Rasal Upgrading: Need
4 Tweefontein N, Need Need
5 Klipvoor Exist Need
6 Bapong “Exist . Need
7 Tweefontein E. Exist Need

10.2 Introduction of TOR Setup
10.2.1 Introduction

This section ontlines the proposed Terms of Reference for Phases 2 and 3 of the JICA Magalies
Expansion Study. Phasc | encompassed a detailed master plan study and Phases 2 and 3 will
explore the implementation of technical and institutional recommendations emerging from the
Phase 1 study. '

_ The master plan study identified a number of ‘new infrastructural projects that might be

~implemiented o meet regional requirements, especially in presently underserved areas. Phase 2

will entail the preparation of feastbility studies for selecied high priority projects. Phase 3 pilot

- projects will exploré technical and inslitutional options for water supply in previously unsérved
or underserved communities. ' g

10.2.2 Project M'anagcmenf
(1) Background

Phase 1 was managed in the context of a three-tiered structure comprising, “Project
Steering Conmmittee”; “Project Management Commiltee”, and “Project Working Groups®.

This structure was designed to ensure overall co-ordination and monitoring of the niulti-
facettéd mster plan study whilst facilitating the progress of the various tasks. Phases 2

“and 3 will require similar co-ordiriation and monitoring, but they pose several new
management challenges: '

- Phases 2 and 3 are niore complex in that they requirc more interaction with
stakeholders and more involveinent in the field.
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- Because Phases 2 and 3 have impleinéntation implications, it is necessary to ensure
absolute role clarity, whilst also allowing interaction.

- Responsibility for Phase 2 and Phase 3 implementation will extend beyond the period
of JICA involvemeit. For example, it might be decided that some of the priorily
infrastructure projects should be instatled. Fuirther, the pilot projects will require
monitoring and possibly some ongoing support.

Management of Phases 2 and 3

Against this background careful consideration has been given to a structure for the overall
management of Phiases 2 and 3. Key principles are:

- Phase 1 recommendations have underlined the need for partnership among the major

water sector actors in the study area. Several of the recoinmendations have put

" forward specific mechanisms to facilitate parinership. The management and co-
ordination structure must accommodate and promote these activities.

- Much of the work done in Phases 2 and 3 will be hands-on fieldwork. The
management and co-ordination structure must not restrict the mobility of the people

implementing these tasks.

- Phases 2 and 3 require regular and detailed interaction with stakeholders, Such
interaction must be reflected in the management structures implemented.

A proposed study manageinent Structure is outlined in Figure 10-4,

“Key ch'aractcr'islics of the proposéd structure are the folloWing:

(a) PSC and P\'IC slmclun.s are merged This proved practical i in Phase 1, and would
~ eliminate unduc: complexity in Phases 2 and 3. The merged PSC/PMC would have -
overall responsibility for the project. Membership would be similar to the Phase 1
PSC/PMC structuies. The new PSC/PMC should be clmred by DWAF (possibly the
new Chief Director, C\VSS)

{b) A Single Project Execution Group will replace the former Pro_;ect Working Groups
~ This will allow key players to direct the study during Phases 2 and 3. The members
“will be MW, District Councils, DWAF (especnall) Provinces) and the JICA team.
Representatives of the four pilot communities should also be included. The
- appropriate chair should be discussed, but it is felt that this task should be undertaken
by cither the CEO of Magalies Water, oran appointed senior MW official. The DCS
: mll have to play a dominant role, but none has jurisdiction over the entire study area.

"i he proposed Phase 2 and Phase 3 Workgroups will be an mtegral part of the PEG.
These are discussed in more detait later.
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(¢) The Project Execution Forum (PEF) will formalise the interaction with the more than
forty stakeliolders who participated in Phase 1. The PEF will sustain the participatory
momentum gererated in Phase 1. It Will also provide a vehicle for the
implementation of many of the capacity building recommendations emerging from
Phase 1.

10.2.3 Scope of Work (Overall Project Set-up)
(1)  Programnie Set-Up

Phases 2 and 3 will be initiated by mobilising the key players to discuss and agree the
natire of the work. They will agree structures for the execution of the work (and
continuation after the study ends). Leadership of the praject will be agreed.

(a) Mobilising Participants

1t is necessary to ré-mobilise the relevant stakeholders who participated in Phase |,
and to include new participants with an interest in Phases 2 and 3. :

- Deterniine key stakeholders.
- - Brief on Phases 2 and 3 (at initiation Wworkshop in January).
- Plan further contact after the initiation workshop.

(b) Managemeént and Coordination Structure

In addition to the PSC/PMC, it will be tiecessary to form a management and
- coordinating structure which will oversee and implement Phases 2 and 3. This body
~ should have representation from MW, the Dislrict Councils ‘and DWAF. It is
" suggested it should comptise an executive arn (the Project Exccution Group) based
~ on the study team and active counterparts from MW, DCs, and DWAF; and a Project

Execution Forum, where a broader grotip of stakeholders can contribule to the

implementation of Phases 2 and 3, and can learn from them. - '

- Form a management and coordination structure which integrates activities, but
“which recognises the requirements of Phases 2 and 3.

- Confirm scope and tasks.

- Alocate roles and responsibilities. _ _

.- Develop a detailed work schedule, and a programme for the Project Forum.

- Establish a programme/ process to support organisational change and capacity
building in MW and among the participating District Councils. The nature of the
support 1o MW is outlined in the TOR for Phase 2. The organisational change’
support process for District Councils would find and implement ways to test
Phase | recommendations, particularly in the context of the pilot projects.

(¢} Communication Strategy
'Engagemen'l and dialogue are critical across the two Phases, and among the
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pamcxpants in each. A siructured comniunication process will mcorporate the Pl‘O_l ect
Forum and the organisational change and capacity building initiative, and will
facilitate the broader flow of information.

{d) Verification of Pilot Projects.
The four pilot projects have been discussed with some stakeholders, but wider and
more detailed consultation is necded. Discussions with key interests (DWAF MW,
NWWA, Rand Water (where applicable), District Councils, RDP. Structures) will
have to determine whether the proposed pilot projects are: needed, viable, compatible

with existing and future developnient planning, and compatiblé with existing
developnient initiatives.

10.24 ResponsiiSilily Set-up

It is envisaged that the Study Team will initiate and facilitate the activities listed in Section .
10.2.3, but it is essential that the key actors involved take ownership of the process.

10.2.5 Schedule Set-up

* The scheduling of the Set-up is shown in Figure 10-5. “The roles of main agent and assisting
“agent are proposed and will require further negotiation.

10.3  Terms beefcrénce for Phase 2
10.3.1 Objectives .

Phase 2 of the study is concerned with the f("lSIblllI)’ of pr:onl) pro;ccls in selected parts of the
-extended area of supply of\hgallcs Waler -

During PhaSe 1'of the project !he oV erall master plan was developed This provides a high level .
technical solution together with pohc; and strategy recommendations, institutional development -

propos.'ﬂs and an initial mveslmem plan, All these outpu{s areata hlgh Ievcl

Within this context the objectives of the feasnbzhly studies are to focus on selected areas of the
overall study arca and:

(1)  assess requirements in the further detail requ;red to be able to make implementation
recommendations.

{2) develop préliminar’y designs for infrastructure for priority projects in the arcas of each
feasibility study.

(3)  consider and recommend how the priority projects should be implemented after the study
is completed. - :
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“4)

(3}

10.3.2

)

(

)

develap proposals for financial and instilutional plans necessary 1o support the

implementation plans,

report on and obtain approval of these plans.
Scope of Work

Initial Set-up

The Feésibility Studies will be initiated (Phase 2 of the overall study) by nobilising the
key players to discuss and agree to the nature of the work. They will need to agree

- structures for execution of the work (and continuation after the study ends). In particular

the leadership of the process ‘needs to be agreed upon to determine  key
players/stakeholders, form the feasibility study working group, confirm of scope and
tasks, allocate roles and respoiisibilities, and develop detailed work schedute.

Work will take place in close cooperation with the stakeholders in each of the three

- feasibility'study dreas. Their engagement in a process of dialogue is therefore critically

important. A structured communication strategy will facilitate this to determine needs,
formulate strategy, allocate responsibilities; and develop schedule.

Apart from the overall project management of the study (i.e. Project Steering Committee/
Project Management Committee and proposed Project Execution Group and Forum) it

~will be heCess‘a_ry to provide specific management of the feasibility studies. The reason
* for this Is that there wilt be a different set of individuals involved and that the work will
‘be executed in' the study area. Outputs of this process will feed inte overall project

management.

‘ Feasibiiily: Stady

A Feasibility Study will be ci}nductc’d scpafatcl)? for eaéh_of these three areas in close

- consultation with respective local authorities and other stakeholders, and will include the -
warks described in the following sections.

(a) Supplementary Data Collection

“Time constraints and the leve! of detail expected in Phase 1 meant that not all the
necessary information has been collected and analysed. Additional more detailed and
specialised information therefore needs to be gathered.

- Suppl_en_iehtary'daia'ccjl!eciion’ including topographical and geological surveys
will bé conducted. '

- Population estimates obtained in Phase 1 of the Study will be reviewed against

new census statistics cbll_ec'ted by CSS in late 1996 (if available) and will be
confirmed by means of field surveys wherever a significant difference exist
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between the two. The review will be carried out on an individual community
basis.

Field attitude, affordability and acceplance surveys will be conducted and the
mixes of tevels of service assumed for the projection of domestic water demand
in Phase 1 of the Study will be re-evaluated based on the results of the surveys.
The re-evaluation shall be carried out on a conimunity basis and the final mixes
of levels of service will be determined for each individual community.

(b) Preliminary Design

- The ovéraii_ purpose of the Féasibiliij' Study isr'_to: undertake moie detailed
development in selected areas than was underiaken dilring Phase 1.

1)

2)
3
4)

5)

6)

7)

Availability of raw water with allowable assurance levels of supply will be
reviewed for each of the proposed surface watér resources which are:

A combination of Harlbecspoorl Dam, Roodekopplcs [)am and Vaalkop Dam for

the Northern Mankswe Priority PrOJeci

Klipvoor Dam for the Klipvoor P_nonty Prbjecl; and
Mkombo Dam for the Moretele 2 Prionity Project.

Bulk supply pipeline route surveys on the method of paper location will be
undertakén and the positioning of bulk infrastructure will be determined.

The site for the proposed Klipvoor Water Treatment Works will be selected, and

* topographical and geotechnical surveys of the site will be condiicted.

Secondary reticulation routes and the location of other secondary. infrastructure
will be decided in consultation with the respective tocal authoritics.. '

Land acquisition for servitudes to proposed pipeline routes, water treatient
works and other infrastructure will be recommended. :

Preliminary design of pipelines, reservoirs, water treatment works, reticulation
and other water supply infrastructure will be carried out.

A detaited cost estimate will be prepared and the Discounted Cash Flow analysis

- conducted in the Phase 1 of the Study for cach Priority Project shall be reviewed

with the new information derived from this Phase of the Study. -

{(c) Fi.nal Capital Investment Plan

It follows fron the completion of preliminary design work that it will be possible to
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finalize the investment plan during Phase 2. The contents of this plan include the
following :

1) Detailed _(_:'Os'l estimates of new capital projects will be caleulated and alterations
and extensions to existing infrastructure will be evaluated.

2) Final tariff proposals will be evaluated in the light of the more detailed capital
experniditure, and operation and maintenance costs.

3) Afinal capital investriient plan will be prepared for each Priority Project, which
will include: :

- list of assets; _

- confirmation of options for financing;

- finalisation of available financial (debt) instruments,
- recommendations regarding financing; and

- aprojected cash flow for the implementation.

(d) Project(s) Institutional Requirenients |

Each selected area of (he study will have a unique technical solution with different.

iniplementation and O&M requirements. The purpose of this task is to asses the

human resource requirements for each area so that these can be built into project
~ implementation plans and financial feasibility. This is particularly important given

the capacity problems identified during Phase 1. Both institutional requirements of
~ the projects and the framework in which they operate will be considered.

1) Determining required functions.
©2)  Assessing structure options.
© 3) 'Developing organisation structure.
" 4) Developing a'stafiing ptan,
5} Docwmenting training requircnients. -

(e) Initial Environmental Impact Assessmient

The purpose of this activity is to make a prognosis of the expected impact of the
expansion of water supply on the environment in the selected areas of the feasibility
study. DWAE follows a set procedure for assessing the impact of alt proposed
projects. This is called Integrated Environmental Management and consists. of
several levels of analysis of which Relevant Environmental Impact Prognosis
(abbreviated in Afrikaans to ROIPI) is the first. This first stage of impact
assessment, ROIP1 focussed on the scoping of more detailed studies and screening
of projects and was completed in Phase 1. Work during this phase will include:

1) Field surveys (for ROIP2),
2) Preparing ROIP 2.
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2

(B

3) Coordinate meetings of the Environmental Task Group.
Project Implementation Plans

The plans will integrate the findings and conclusions of the technical, institutional
and financial aspects in a comprehensive and logical plan taking into account the
dependencies between réquireiments. How these afe scheduted within the overalt
target period (i.e. to 2015) will be the main result of this work.

1) Assess requireiments.
2) Develop plan.

3) Schedule activities.
4) Allocate resources.

(g) Feasibility Study Report -

The purpose of this aclmly is prepare the final report on Phase 2 so that it can be
presented to the stakeholders, the client (DWAF) and JICA for final approval and
sign off. 1t will be structured to cover all areas of this phase i.e. (1) and (2) of
10.2.1 per this TOR document,

1} Formulate structure.

2) - Prepare draft report.

3} Present report.

“4) Finalise

Support of Institutional Devb!opnwnt and Ch:ange'

Dl.lnI!L Phase 1 a number of poalicy and slrateg) recommendations were made “huch
sought 1o address the gaps between the current “situation and developmem targets.

Collectively these recommendations are cencemed with an integrated process of .

institutional change in the study which are necessary to ensure water supply to

communities in the future. In meetings to finalise Phasé 1 the client strongly requested
assistance with the process of implementing these changes. A structure change support

and implementation process is therefore included but the scope and details remain to be
discussed and confirmed. By doing this feasibility studies should take place in a
supportive environment and continuation after the end of Phases 2 and 3 should be

~assured. Tasks would normally inctude:

~ Awareness building of change requiremeiits.

Developing a change agenda.
Developing a change infrastructure.
Initiating change process.
Facilitating. :

Evaluation and reprogramming.
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10.3.3 Responsibilities

The increased comiplexity of Phases 2 and 3 (and subsequent continuation) compared with
Phase 1 of the study arises as a result of a greater need for interaction with stakeholders and
more involvement in the ficld. In order to ensure success in this complex situation it is
necessary 1o have absolute role clarity. If toles are clear then it is. possible to allocate
responsibility for action and hold parties accountable for results.

 Some key points of riote are the fact that:

- No single party has overall r’espor'is'ibili_ty for water supply in the area. Itisa shared
responsibility between the 2 Tier (Magalies Water and DWAF's Regional Office) and
the 3" Tier (District Councils, Local Authorities and Communities).

- Changes in the legislative framework will impact on roles in the future. Particulatly
the Development Facilitation Act and the Water Law Review.

- A key activity of Phase 2 will bc the allocation b_f roles and rcsponSibilities. To illustrate
how this might be done Tables 10-3, 10-4 and 10-5.have been prepared.  These also

" illustrate how roles will change in different time frames. Role review will therefore be
an ongoing process.

10.3.4. Schedule
The_schcd'uling of Phase 2 is showi in Figure 10-6. Points of note are that:
- Phases 2 and 3 will proceed simultaneously. This is a‘change from the original plan
~ where it was intended that they would proceed sequentially. The purpose of making this
change is to ensure that lessons learned from pilot project set up are taken into account

in feasibility studies.

- Set up for the feasibility studics will take place during January, February and March
- 1997. Timing of this will be tight given the many parties which need to interact,

- The feasibility studies themselves will commence in May 1997 and continue for a period
of six months. = - _

- Phase 2 will be fully completed at the end of October 1997
‘ 10:.'3‘.':5" implen_lcnl'étion S't'_ructu're' ' |

Careful consideration has been given (o the structure for implementing Phas¢ 2. Key points of
note are that: ' :

. Aaoverall coordination structure for Phases 2 and 3 is necessary.
- Un1dchiéaith_ltx¢$¢ structures the work of Phase 2 will be undertaken. It is proposed that
1he group will be referred to as the Phase 2 Working Group. Features of this group wiil

be that:
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*  Itis made up of members of the Stud) Team and secondcd individuals from the key
players orgamsahons as appropriate, For exaniple is would be desirable for Magalies
Water and a District Council to involve someone in this group.

# 1t will be multi-disciplinary involving technical, institutional and financial skills.
¥ Tis tasks will be:

“1) Planning detailed aspecis of the w ork

2} Information gathermg ahd analyﬂs
3) I‘ormulanon of options and recommcndahons
4) Consuliing with stakeholders as necessary;

'5) Reporting o the Project Execution Group; and
6) Prepating all required documentation and reports.

* There will be one Feasibility Study Wo:rkihg Group which will undertake all three
feasibility studies.

* Within cach feasibility study area there will be interaction with Local Stakeholders

" in the fonm of communication (and some consultation as necessary). However as

there are about seventy different third fier organisations within the area of the
feasibility studies it is envisaged that:

1) Stakeholders will be represented through their formal structures. i.¢. The District
~ Councils will be expccted to reprcSc‘ht local authorities. :

2) Formal representation wxll be via lhe Project Execution l*orum {and herice the
~ Project Execution Group) rather than directly to the members of the team carrying -
out the work. ~

10.4 TormS of Reference for Phase 3
10.4.1 Objectives

Phase | of the JICA study included case studies of 30 communities in the study area. “The
purpose of the case studies was to understand the water supply circumstances in each community,
and to obtain a profile of the community itself. The lJatter included demographic information, the
nature and effectiveness of comnmmty organisations, and an assessment of attitudes to waler
supply 'md paymenl for water. :

Selecled p:!ol pro;ect:. are to be |mplememed in Phase 3. The purpose of the pllot pmjects isto
explore, in a praciical context, institutional and technical options for water supply in previously
unserved or underserved communities. Ineach case, the intention is (o establish or reinforce
sustainable ntanagement stractures and sy stems (mcludmg cost recovery where approprlate)
which will support the eftective long-term use of the infrastructure developed. To achieve this
it will be necessary to link lnshluuonal and infrastructural tasks in an integeited development
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Process.

The potential pilot projects are:

()
@
(3}

4

Kameelboom Agricultural Holdings in the Mankwe Magisterial District.
Ga-Rasai in the Odi 1 Magisterial District,
Sehoko in the Moretele 2 Magisterial District.

Bapong in the Odi 2 Ma:giste:rial District.

" The first three communities are located in each of the Priority Project areas described in Section
10.1 of the Main Repoit. Bapong is located southwest of Brits TLC and forms part of the area
currently supplicd by Rand Water. The pilot projects in each of these locations are expected to
take the following form:

(1

2)

S (3

-

Kameelboom: assist with strengthening and deployment of local organisational resources,

*and construct a borehole-based reticulation systém to RDP standard. Assist with the

establishment of a sustainable management struclure and system.

Ga-Rasai: assist local structures to identify needs with reference to the operation and
maintenance of the newly introduced surface water supply schene. Assist with the
demarcation of roles and the implementation of a sustainable management structure and
system. -

Schoko: explore (with local 'simclurcs) the feasibility of eXte.ndiug the new surface supply

- scheme to remaining parts of the community, and implement if agreed. Negotiate and
* implement a sustainable management structire and system.

B_afiong: assist community to identify causes underlying present problems of non-

- payment and unauthorised connection, and facilitate the implementation of a sustainable

managemeit system with cost recovery and _lhe'r'egulari'sat:ion'df iltegal connections. The

initiative must complement Rand Water activities in the area.

‘Al of these communities have been visited, and preliminary contact has been made with tocal

ofiicials. In addition, preliminary discussions have been held with the retevant District Councils.

Project implementation is to be guided by the following princi_ple's:

(1)
@)

¥

'Projects must be based on demonstrable demand, and clearly articulated needs.

- The scope and nature of pilot projects must be negotiated with all relevant stakeholders
_ - ; _

before implementation.

: .P'roject' impleméntation must follow RDP guidelines.
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@

(5

(6

10.4.2

)

Pilot projects must build local and regioha!_'c_ép:icily in the form of training; building

relationships (e.g. between community and District Councils, coinmunity and MW,
community structures and local authorities); sharing experiences and practices; and
promoting local development planning. Models and lessons must be shared with a
broader audience.

Projects must work with exislin’g capacily, and must recogiiise the role of elected local
government.

Infrastrirctural development options must be discussed and accepted by communities, and -

a commitment to cost recovery (if such is required) must be made. Institutional
development and infrastructoral development must be closely linked.

Scope of Work
Pilot Project Set-Up

Each of the four pilot projects will have to be negotiated with the comimunities
concerned. Without the necessary participation and ownership, the projects will fail.
This is especially the case where management, cost recovery and operations and
maintenance struclures and processes are to be established on a sustainable basis. Hence
participation must be accompanied by the establishment of durable management
structures based on available capacity and resources.

* (a) Elicit Community Invoivement.

“The manner in which commumities are engaged is critical to the success of the pilat
' prOJccts It is essential to connect with the nghl people, whtlst also allowmg broad
‘p'trtlmpanon

1) Arrange introductions to communily leddets/structures. DWAF ODOs, MW aiid
NWWA field stafT, DC Councillors and field staf¥, and NGO fteld staff mlghl be
useful as facilitators of these introductions.
2) Identify key stakeholders. -
3) Preparatory bmﬁng nicetings.
4) Agree scope and content of needs analysis.

(b) Needs Evaluation
*"The White Paper on Water Supply and Sahilatipn is clear that water supply initiatives -
inust be demand driven. 1t is difficult to satis(y this condition in the case of the pilot -
projects, but they should at least be based on dcmonstrable needs and locally
formulated priorities.

{) Preparatory consullations.
- 2) Conduct needs assessment.
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3)
%)
3)

Identif y key community resources (devclopment struictures, women’s groups etc.)
Community workshop to share findings and to develop priorities.
Modify pilot prOJect bricfs accordmg to findings.

{c) Project Management Structure

A local project management structure will ensure local ownership of the project. It
will also mobilise counterpart’ resources in the communily to assist with project
implementation. Further, the establishment of such a structure will be i in line \wlh
RDP requirements (see Principle 3) above).

‘])

: 3)
4)

5)
6

Negotiate and establlsh pchct ranagement structure (p0331b]y based on the RDP
PSC model). Thie Local PSC must recognise and reitiforce local government, but
must also represent other key stakeholders. It must also aveid duplicating or
usurping functions of other operating bodies,

Conlfiti scope aid tasks.

Altocate roles and responsibilities. :

Agree links and responsibilities to overall Phase 2 and Phase project management
struciures. :

Develop work schedule.

Obtain a mandate to begin planning.

(d) Commumcallon Slrategy

it
"
2)
3)

Conummlcauon has to be maintained in the community; and w:th interests beyond

Detetmine needs.’
Formulate strategy.
Allocate responsibility.
Develop a work schedule.

(&) Cépacily:'Buil'diﬁg.Progrmnme.

1y
2)

Identify capacnly bunldmg needs and opporlumucs '
Define and allocate responmb:hly (possibly in the form of ponfohos)for different
aspects of capacity building (including sharing experience and resources with

" others, possibly throtigh the Project Forum).- Mcmbers of the Local PSC migit

be given particular responsibilities, suchas pursuing training opportunities related
1o the development of infrastructure, of the producuon of irammg matenal for

- wider circulation,,

3y

" Develop a woik schedule.

5)

Agree and lmplement a trainee selection process.

Agree and implement a monltormg processi structure for the capacaly building

* programme.
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