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Coming from South Africa, which takes very little money from the World Bank, (and is indeed an IDA contributor), I was not sure how to do justice to the title I was given. I had hoped to get away with a report on our first ten years’ of democracy in the water sector, perhaps drawing from it a few lessons that might have broader applications.

Then I saw on an NGO website that the Bank had recently approved a new loan to Mozambique for water supply improvements in its five major cities, a nice peg; I could congratulate you, tongue in cheek, on the progress. “Viva, it’s been a long time coming”, (I produced the first draft of that project proposal from the Mozambican side in 1985).

But the report didn’t ring true because surely that project had started at least five years ago; it was the one where the private concession had gone sour, one more example of the predictable limits to the private sector’s interest in water. Indeed, the Bank’s website confirmed that the project had actually been approved in 1999 –so it had taken only 14 years from conception to implementation. But my sources tell me that the current challenge, now that a new operator is finally in place, is that the systems are still not financially viable and that it is not clear how they will be funded when the Bank’s “seed funding” (otherwise known as operating subsidy) ends shortly.

The first lesson from that anecdote is that you shouldn’t believe everything you read on a website. 

The second is that, contrary to the donor mantra of the 90s, the private sector will not by itself solve poor countries’ water services challenges.

So the final lesson is to beware of development fashions; as surely as they arise so shall they decline, leaving behind a trail of new problems as well as many of the old ones.

And that is what I should be talking about today. Because we must address the UN Millennium Project, building up as we are to September’s UN Millennium Summit. This is surely the next big wave and there is a sense of foreboding about this new fashion trend, a sense that “here we go again, back to throwing money and projects at problems and ignoring the underlying challenges”. 

Let me put on another hat and give you a different perspective. The hat is that of a member of the UN Secretary General’s Millennium Task Force on water and sanitation (along with quite a few colleagues who are here today). The perspective is that there is an opportunity to do something about the tired old slogan that “we cannot carry on with business as usual” in the water sector.

If you will forgive me, I will use the experience of South Africa, simply as parable, because it may help to illustrate the point since, as South Africa’s apartheid government used to say, we are a “world in one country”. (They were talking about the mountains and the beaches, the wildlife and the city life, eastern and western, the traditional and the modern, glossing over the racial brutality of the time.)

We still are a “world in one country”. In 1994 we inherited a grossly unequal society whose divisions of wealth and poverty closely reflected the global picture. (Our PPP adjusted GDP per capita is just over US$8000 compared to a world average around US$5000.)

We are engaged in national reconstruction and development to address the inequities of the past and to build what will be a more prosperous nation because it will recognise the dignity and draw upon the strengths of all our people not just an affluent minority. Again, there are global parallels, not least with the Millennium Project.

The challenges faced by South African society were reflected in the water sector. Our water resources are limited, unreliable and unevenly distributed and in 1994 one third of our people lacked a safe water supply and half were without adequate sanitation – in this our situation was even worse than the global picture.

Our good fortune is that, while still burdened by great inequality, we are able, as a middle-income developing country, to fund basic services for our people from our own resources (here there is presently no global parallel, but that is the point of this parable). 

Working through a range of transitional structures, my Department has since 1994, provided basic water supplies to over 10 million rural people; including housing and related urban programmes, government as a whole has reached nearly 15 million. (Although, as globally, progress has been much slower with sanitation improvements).

As we told the Camdessus Panel on Water Financing, in doing this, we simply applied good old-fashioned public finance principles. We recognised the need for redistribution in our very unequal society and the need for redistributive transfers to occur at the right level. While the richer (formerly white, mainly urban) areas could fund the bulk of their investment themselves, the poorer (formerly black, largely rural areas) needed help with both operations and investment funding. A national system of inter-governmental grants was established to address this.

Once democratic municipalities were formally established (which only happened in 2001), backed by this financial framework, we took one further heretical step. While financial contributions from users are vital to keep services running and are integral to our policies, we could not allow poverty to bar access to the basic services needed for health and dignity, rights in terms of the South African Constitution. 

When we found that many poor people were reverting to dangerous water sources because they could not afford a dollar a month for safe supplies, we changed our policy of requiring some payment from all users. Our local governments are now funded to provide a free basic water supply, currently 25 litres, one large bucket-full, per person per day. And Free Basic Water is provided by over 95% of municipalities, with more than 75% of the poorer half of the population benefiting from it.

The sky did not fall and our national budget is a model of fiscal rectitude, as you would expect from a country whose Minister of Finance is also chair of the Bank’s Development Committee. Indeed the budget is criticised by some as being fiscally too conservative. 

So one message from South Africa’s experience is that you can implement successful water supply programmes before all the institutional reforms are in place. The second, more important, message is that the global water and sanitation goals can be met. 

What South Africa has done is straightforward in public finance terms. Based on our Constitution’s values, the redistributive use of national tax revenues to fund investment in basic needs infrastructure and its ongoing operation is appropriate and efficient. All we needed to do was to end apartheid and establish a government that puts people first.

As we address the global challenges of poverty and development, we have to ask whether there is an equivalent source of values, framework and options at a global scale? During the 2001 Johannesburg Summit on Sustainable Development, President Thabo Mbeki repeatedly referred to “global apartheid” and we need to ask, what is the global public policy equivalent of ending apartheid in South Africa? 

Surely this is what the Millennium Project is about. It reflects a commitment from the world’s leaders to end the global apartheid that is reflected in global poverty. It seeks to put in place a development strategy, based on simple public finance principles, to address that poverty. And it challenges us to find and implement mechanisms, in our different sectors, to achieve the politically agreed goals - and to do it in real-time.  

The first step, which is beginning to look possible, is to mobilise more resources for development. Certainly, a key conclusion of the Task Force is that the water and sanitation target will not be reached unless there is a commitment by the rich world to increase and refocus development assistance and to target sufficient aid to the poorest low-income countries.

If that happens, we have to ask whether the practitioners in this amorphous water sector (which is really a conglomerate of local government, health, agriculture and natural resource sectors) are up to the challenge and able to lead the next stage of the process. 

This is surely a challenge to the Bank.  If increased flows of development finance materialise, will you be ready to help to manage them? Particularly, are you ready to manage in the new spirit that will be demanded if they are to be used effectively?  

Among the many short tem priorities identified by the Task Force for development assistance agencies, the need to “substantially accelerate the process for making aid available, and simplify the procedures for allocating aid” is high on the agenda. 

An important element of the new approach will be to place more of the funds more directly in the hands of those charged with implementing the programmes. This is of course not different to the approaches currently promoted at country level, approaches which are encouraged by the Task Force which recommends that “Governments and donor agencies must empower local authorities and communities with the authority, resources, and professional capacity required to manage water supply and sanitation service delivery.”
Since my Minister of Finance is the chair of the Bank’s Development Committee, I assume when his Treasury officials tell me that my Department should not resist the transfer of “our” budget to local municipalities, that we should stop trying to control and focus more on supporting the municipalities, that they are reflecting an approach similar to the decentralisation policy advocated by the Bank. But do you accept that the same prescription should apply to the resources that you (and the multilateral DFI system more broadly) are disbursing?

The same Treasury officials frequently remind me, that, when my Department had control of the funds, there were already plenty of the bureaucratic delays, waste and silly decisions that we fear will occur at municipal level. Again, it is not hard to think of examples in the Bank’s lending portfolio. (Indeed, as a Johannesburg water user, I would cite the Bank team that insists I must pay villagers in Lesotho for firewood yields reduced by changed river flows when dam-stabilised flows actually increased wood availability.)

Of course, as a national Department, we kicked and screamed when our budgets - for which we had fought hard! - were transferred to local government. But we quietly recognise that we have been liberated from the chore of accounting for the funds and can now focus on helping to ensure that they are usefully spent.

That does not mean it is a simple process. Money is an easy policy lever and if we don’t have it, many local institutions, for good reasons and bad, don’t want our help or don’t think they need it. So we have to devise strategies of engagement, strategies that respect the autonomy of the municipalities but still help them to achieve the agreed service delivery goals. That is where we are at the moment back home.

If we can do it, so can you – prepare to enjoy a taste of your own medicine! You and many other agencies will have to gear up for new ways of working – although we should not underestimate the tendency for multilateral development organisations to pursue their own institutional agendas, since (and this is another challenge) it is much easier to do so in the multilateral system than for a national Department within a unitary government.

The challenge will be to recognise and respect the sovereignty and accountability of the communities that you support and to design systems that enable you to help them to manage the funds they may receive to achieve common goals without falling into the easy trap of trying to dictate how they are used, whether by hard conditionality or soft doctrine.

From an African perspective, we are already delivering our side of the institutions.  A key element of the NEPAD project is the peer review mechanism by which countries can be held accountable for the use of their resources – including funds received from donors for purposes of achieving the MDGs.

In water, we have the seeds of such an arrangement in the nascent African Water Facility, housed in the African Development Bank but governed by a Board composed equally of donors and African governments. The African Water Facility could come to reflect the new approach and one of the tests of sincerity of the rich world is whether it will channel funds through the new vehicle under new rules or whether it will hang on to the reins of power (otherwise known as the purse-strings), which characterise the old models.

Already, our sense is that the World Bank is going in the right direction. One indicator is the recent rediscovery of backbone, the recognition that a global development bank that does not fund critical water infrastructure ought to retire to a university campus. Particularly in Africa, we have to acknowledge that without long term grant or concessional finance to support core economic infrastructure – the kind that South Africa used to build the infrastructure that now underpins our economy and social development – we will not achieve the MDGs in a sustainable manner.

This is not about rejecting of the concerns of civil society – although, coming from a generation for whom Bank structural adjustment and conditionality was the epitome of evil, it was amusing to read the plaintive plea from a South Asian coalition of NGOs for the Bank to retain its conditionality and not to defer to Governments’ criteria in contested areas such as infrastructure for development. 

It is however a call to recognise the mandate that Governments have to take difficult decisions and make tough tradeoffs on behalf of their societies. It is also an encouragement to civil society organisations to take up the space that has been created in the countries themselves, at national and even more important, at local level, to make their governance work more effectively - which is surely the longer term goal of all concerned.

This brings me to my final point about the role of the water sector in the emerging Millennium Project. Should water be a lead sector in the new approach? Can we work through programmes whose immediate focus is water, to help achieve wider goals?

Certainly if we simply think of water as a social service, as an input to agriculture or just as an environment to be protected, we will miss the point. For water can and should be much more than that.

Our experience in South Africa is that investment in water contributed significantly to the process of political transition. Since access to water was high on rural peoples’ priority lists in 1994, our delivery programme has contributed to the strong mandate that government still enjoys, which enables it to take on many other, tougher, challenges – for it is social policy that obtains political mandates and economic policy that sustains them. 

And water does offer many opportunities to engage in a practical way the more substantive issues of building local administrations and better societies. One of the more contentious recommendations from the Task Force was that we should adopt a “learning by doing” approach to meeting the MDG water and sanitation goals.

This phrase was used to counter the traditional (meaning the 1990’s) view that you cannot implement practical programmes in sectors such as water without a prior process of policy formulation and, especially, “capacity building”. In part the debate was informed by the manifestly limited impacts of a decade or so of capacity building, particularly when measured in terms of the outcomes that we should be measuring by – is life getting better, are livelihoods improving?

This idea of water as a leading or catalysing sector is not new. It reflects the history that saw civilisations grow up alongside – or between – great rivers and the fact that their success, their ability to thrive in the face of natural challenges, depended in part on how well they managed those water resources.

Similarly, many modern systems of local governance first emerged from the need to manage collectively the supply of water and disposal of waste in a manner that made healthy community life possible.

So, using the example of Africa, we should see investment in community water supply and sanitation not just as a service but as a way to build local governance from Burkina Faso to Uganda to Mozambique. Water resource development on the Nile and the Congo is about the promotion of regional poles of economic development through power and agriculture, not just about enhancing water security for existing users.

Support for water sector development can also be about supporting individual empowerment and community development (the basis of good sanitation programmes), the building of democracy and creating the conditions for development that is sustainable – both socially and environmentally as well as economically.

Properly handled, support for simple programmes of water supply and sanitation can become an affirmation of the values on which we would like to found our global village, a village, where as President Mbeki said, 

“The survival of everybody … demands that we develop a universal consensus to act together to ensure that there is no longer any river that divides our common habitat into poor and wealthy parts.”

One bridge across the rivers that divide us is the Millennium Declaration. It is still a project, a work in progress. But I suggest it is what we should, as a broad water sector, be preparing to support as we wait, with some hope and some trepidation, to see whether the political pronouncements lead to programmes of practical action.
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