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Abstract  
 
 The scholarly work shows that the success of the water privatization in the provision of 
universal water services is questioned and the assumed superiority regarding the 
efficiency of the private sector is contested. Experiences have also shown that public 
water operators have succeeded where an effective policy framework and appropriate 
governance arrangements exist.  Supported by lessons learned from water management 
practices and experiences, both past and present, this paper argues that certain key 
principles are necessary in order to develop a general policy framework for improving 
water services. The paper argues that municipal water services should be provided by an 
autonomous state authority with some degree of decentralization that base its strategy on 
the recognition of the rights of citizens to municipal water services and the political 
commitment to fulfil this right. Additionally, water services should be integrated and 
managed holistically, based on non-profit cost recovery principles and should be open to 
public participation and public steering with regard to policymaking. The paper finally 
tests this framework by examining the perceptions of the actors involved in the decision-
making process with regard to integrating the private sector in the case study carried out 
in Accra, Ghana; it shows that these perceptions correspond to the principles stipulated 
herein for an effective water utility. 
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Introduction     

The management of water resources has been a determining factor in the achievement or 
hindrance of prosperity and social development. During the last century, challenges to 
the delivery of clean water for municipal use have increased due to fast-growing 
urbanization, population growth, industrial pollution, aging infrastructure and lack of 
capital available for investment in water services projects. Developed countries have 
usually been able to surmount these challenges, but in developing countries the problems 
remain profound due to inefficient governance. Aggregated by low-priced and heavily 
subsidised water, a lack of appropriate cost recovery principles, and a lack of revenue 
collection mechanisms, the situation regarding water sectors and services has become 
acute (Börje & Löfgren, 2007; Mugabi et al., 2007).  Planning experts regard these 
entangled challenges as a wicked problem (Rittel & Webber, 1973). In Europe, the 
breakthroughs in medical and economic growth as well as human development came 
about not only because of the provision of clean water but was also due to the removal 
of human excrement from urban areas and the protection of water sources for drinking 
water (United Nations, 2009; Watkins, 2007). Yet this basic foundation is still lacking in 
most developing countries.  
 
Due to the conditionality imposed on governments by donors to access financial 
resources, governments in the developing countries have embarked on water sector 
reforms policies and programs that involve the international private sector. This 
involvement manifests itself in the privatisation of water services in various forms, 
ranging from management to the outsourcing of water services. Water is one of the 
major areas in which neo-liberal policies have been realised and embedded in the global 
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economy (Swyngedouw, 2003).  Privatisation as one package of the neoliberal policy has 
been advocated by the international development community, and has gained 
momentum since the collapse of the communist camp in the late 1980s, allowing the 
counterpart camp the privilege of promoting its polices and ideologies.  Privatization, 
however, has been ideologically driven rather than being based on a solid theoretical 
basis or on research (Balanyá et al., 2005; Castro, 2006; Furlong & Bakker, 2010; Hukka 
& Katko, 2003a, 2003b; Vaughan, 2003). When implemented, private sector participation 
has often ignored the socio-economic and political realities in a specific context, resulting 
in negative empirical outcomes and experiences (Swyngedouw, 2003, 2005). In many 
countries, including Argentina, Bolivia, Brazil, Kenya, Mexico and Tanzania, these 
polices have been challenged by significant opposition and public protests, hostility, 
violence and social conflict, and have aggregated existing inequalities in power and 
worsened socio-economic conditions (Castro, 2006, 2008). As a consequence, the trend 
towards private sector involvement has declined in the last few years. 
 
In development circles, the debate regarding the merits and the limitations of the private 
sector as compared to its state counterpart is not yet concluded. Instead, another 
discourse has emerged regarding the improvement of water governance and the kind of 
governance structure and partnership model that would most effectively improve water 
services (Hukka & Katko, 2003a, 2003b; Rogers & Hall, 2003; United Nations, 2003). 
Based on its experience with privatization, the development community has concluded 
that the water crisis of today is not a sector problem per se but is instead a crisis of 
governance (UNDP 2006; United Nations, 2006). Through the implementation of 
governance approach , privatization remains in effect but repackaged in new forms such 
as public-private partnership (Naren, 2006).     
 
The negative consequences of privatization have given validation to the increase in 
voices questioning the driving ideological principles of privatisation and calling for the 
placement of water services in public hands (Balanyá et al., 2005; Hall 2001; Hall & 
Lobina 2006; Hall & Lobina 2009; Hukka & Katko, 2003a; Leavitt & Morris, 2004; 
Swyngedouw, 2003). Arguments are made by water professionals to reclaim water 
services and call for public control.  Ideas which promote governance arrangements that 
include water operators, households and the general public have attracted development 
actors involved in water reform policies. The argument is that such arrangements are 
more likely to build capacity and provide a solution to the issue of under-performing 
water utilities, while at the same time maintaining social interests and well-being.  
 
Aim and structure  
Along these lines, this paper argues that key principles learned from traditional water 
management practices and western experience in the 19th century as well as 
contemporary experiences in the last three decades leads to the conclusion that municipal 
water services should be provided by a state authority.  Policies should regard 
accessibility to water services as a human right integrated in the notion of citizenship and 
water strategic planning should be open to public participation and control. Within this 
framework, it is vital to integrate cost recovery principles and to regard water services as 
an economic good that should not be subjected to profit and treated as a commodity. 
The governance framework for managing water services should include private sector 
participation in certain areas that optimise its potential, in order to stimulate competition 
over non-core activities such as construction, the supply of equipment, operation and 
maintenance, meter reading and laboratory services (Hukka & Katko, 2003a, 2003b).  But 
private sector inclusion should take place within a publicly fixed framework in which the 
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private sector does not wield power over financing, strategic planning and decision 
making processes. In this sense, the involvement of the private sector is integrated as a 
cost-based component, but not as a profit-maximizing entity. 
 
While presenting the main arguments, the paper attempts to discuss some of the relevant 
issues. Is it always true that the private sector is more efficient than its public counterpart 
rival?  What can we learn from past experiences regarding water management? When the 
status of water services in developed and developing countries are juxtaposed, what are 
the key factors to emerge affecting the success or failure of universal coverage and the 
provision of reliable water services?   Why did the public sector in most developed 
countries succeed in achieving the targets set for universal coverage of reliable water 
services while the same sector in most of the developing countries failed? Does this give 
us an indication of how to move beyond the public versus private debate to achieve the 
goal of providing safe water to the 1.1 billion people and basic sanitation to the 2.6 
billion people who remain without access to municipal water services in the developing 
world? 
 
The paper commences by contesting the alleged superiority of the private sector to its 
public counterpart and refuting the claim that the private sector is more efficient.  It then 
presents an overview of water management practices utilised in the past and water supply 
policy trends in the western experience, concluding on key principles for the effective 
governance of water services. Explanations regarding cost recovery principles are given.  
The following section reviews some of the literature, citing examples of successful cases 
of governance of water services, without claiming to be inclusive, and concludes on the 
key success factors regarding adopted governance structure and policy trends in the 
presented cases. It asks whether these factors contradict or correspond to lessons learned 
from past water utility management experiences. It also discusses the perceptions of 
actors involved in the decision-making process to integrate the private sector in a case 
study carried out in Accra, Ghana, and the extent that these perceptions correspond to 
the principles advocated in this paper. Finally, a number of conclusions are drawn 
regarding the development of a general policy framework to enhance governance 
capacity and to improve water services.    
 

Public versus Private Sector: Contested efficiency 

The  promised superiority of the private sector over the public sector in terms of 
operational and economic efficiency that has derived  policy change and the shift towards 
the former is contested on both theoretical and practical grounds (Castro, 2006; 
Gustafsson, 2001b; Hukka & Katko, 2003a, 2003b; Leavitt & Morris, 2004; Naren, 
2006). Proponents of privatization argue that the private sector is more efficient than the 
public sector. This argument; however, is not supported by scientific evidence and 
research (Lobina & Hall 2001; Vaughan 2003; Warner 2011).  
 
Empirical evidence shows that there is no systematic and significant difference between 
public and private operators in terms of performance measures (Balanyá et al., 2005; 
Leavitt & Morris, 2004). Public water monopoly can be as efficient as, or even more 
efficient than, a regulated private monopoly (Gustafsson, 2001a). According to Hukka & 
Katko (2003a), improvements in performance can be achieved by good public 
management in a well-functioning society. The performance of the private sector is not 
superior to that of the public sector in a context where politics support commitment to 
public water services, where accountability measures are clear and where transparency, 
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openness to public scrutiny and participation are secured. These are the political issues 
that Hukka and Katko (2003a) most likely think about when they refer to the well-
functioning society. 
 
Those in favour of the private sector assume that, in principle, its involvement in water 
management helps to achieve economic efficiency and reduce costs and tariffs (Hall & 
Lobina, 2005; Lobina & Hall 2001; Vaughan 2003;). However, the economic and 
operational efficiency of the private sector is difficult to assess and is a narrow indicator 
of the performance and viability of a water utility. In addition, economic efficiency is 
often achieved by cutting labour costs, reducing jobs or lowering salaries, all of which 
can negatively affect service quality. It is also claimed that any transition costs demanded 
by the regulatory apparatus for the coordination of measures to protect environmental 
and social interests may offset or exceed efficiency gains, if any are achieved (Gómez-
Ibáñez, 2003). Coordination between two or more parties entering business relations 
results in high transaction costs, which are difficult to measure or predict, and it is 
inversely related to the coherency of institutions and the stability of the policy 
environment (Bel, et al., 2010; Hukka & Katko, 2003a; Warner, 2011). Thus this cost is 
ostensibly more problematic in the context of developing countries.  
 
Hukka & Katko (2003a) quote Okun: “When a private company is created, you think 
that you will save money. But if you have to spend a lot of money building Government 
Regulatory Agencies, that is expensive to the taxpayer. The taxpayer pays taxes to 
regulate the water company and then pays in rates for the water company to make a 
profit. In English we call it a rip-off.” In effect, to attempt to decide on the economic 
efficiency of the private sector becomes an unachievable task. Furthermore, private 
sector efficiency is constrained by the need for public accountability and auditing. The 
application of accountability measures bring private firms into the policy and 
management structure of the public sector, leading to bureaucracy and operational 
inefficiency.  As a result, the private sector starts to resemble the public sector, rather 
than the other way around (Leavitt & Morris, 2004; Suleiman et al., 2008). In other cases, 
the link between the state and the private sector provides an avenue for corrupt 
practices, for example the facilitation of contractual arrangements in return for favours 
(Swyngedouw, 2003).      
 
The  success of the privatisation experience in Britain has been questioned  ( Bakker, 
2000; Gustafsson, 2001b, Heinelt et al., 2002; Lobina & Hall 2001; Ward, 1997 ), as well 
as that of other developed countries such as France, Spain and Italy, where the private 
sector has failed to achieve gains in efficiency, and tariffs are relatively high compared 
with those of public companies (Naren, 2006).  Even worse were the outcomes of 
privatisation polices in developing counters, causing water researchers to refute the 
“governance model around free market principles” (Castro, 2006; Suleiman, 2010).  
 
Regarding water users as consumers and buyers instead of citizens and viewing water as a 
private commodity instead of a communal and public good has resulted in other serious 
social and environmental consequences that often hinder sustainability (Bakker, 2000; 
Furlong & Bakker, 2010).  The new water business in Britain has negatively impacted 
public attitudes towards the demand for water conservation ( Furlong & Bakker 2010; 
Lobina & Hall 2001; Ward, 1997). The public response to the urge for water 
conservation measures during the period of drought in 1995 included such comments as 
“Are we not entitled to expect that, as long as we pay our bills, we should be able to use 
just as much as we like? And should it matter for the profit-centered water companies 
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whether we choose to use it for watering our gardens or flushing the loo? Isn’t the buyer 
entitled to use it as he likes-just like any other commercial product?” 
 
There are three main reasons why the private sector cannot be given responsibility for 
the provision of water services. First and foremost, the market theory has failed to grasp 
the unique characteristics of water as  social, public and environmental good (Barlow, 
2007; Hukka & Katko, 2003a; Shiva, 2002). Secondly, water services provision has been a 
monopoly and is unlikely to change in the future (Gilbert 2007; Hukka & Katko, 2003a).  
Contracting out services to private investors in partnership with municipalities, the 
French model fails to create an environment for genuine competition. The competition 
in the French model has been between three to four main oligopolies (Hukka & Katko, 
2003a, 2003b). Third, the private sector is a profit-seeking entity that cannot on principle 
be held responsible for guaranteeing universal access to a social and public good such as 
water (Ward, 1997). The private sector rarely fulfils its contractual obligations and often 
fails to materialize objectives or contribute to social development (Swyngedouw, 2003).  
 
Taking into consideration the unidentifiable social and environmental costs of a unique 
good such as water, we have to question the wisdom of taking the risk of implementing 
an experimental policy that is supported neither in theory nor by practice.  
           

Lessons from Water History are Crystal-Clear  

Traditional water management experiences  
Many argue that it is necessary to thoroughly examine the history of water services in 
order to understand our present water crisis and design for future water management 
(Naren, 2006; Priscoli, 1998; Ward, 1997).  
.  Conventionally, humans have regarded water as a source of life and appreciated its 
intrinsic values, a view that goes beyond the short-sighted economic perspective that 
prevails today, which capitalizes on water and deals with water as a means for 
competition (Barlow; 2007; Priscoli, 1998, 2004; Shiva, 2002).  
 
Before the strong thrust to live in urban areas that characterizes modern societies, 
inhabitants often developed highly ordered collective systems of water management to 
ensure fair and universal access to water, maintain life and livelihoods and advance 
development without compromising ecological factors. The Romans in Western Europe 
(Priscoli, 1998), the Arabs in Spain, the Spanish in Latin America (Ward, 1997) and the 
Ottomans in Bilad ash-Sham (Khouri, 1982; Lancaster & Lancaster, 1999) are only a few 
examples. Traditional management practices have dealt with water as a common resource 
and public good, implying collectivism in the making of decisions and interventionism 
when conflict arises.   
 
According to Islamic law and the code of the Ottomans that the communities applied to 
govern water resources in Bilad ash-Sham, a term that has been long used in the Arab-
Muslim world to describe the countries of Palestine, Jordan, Syria and Lebanon, water 
was treated as common, free, private, public, social, and an economic good (Lancaster & 
Lancaster, 1999). According to this law, bodies of water such as oceans, lakes and 
unexploited groundwater, are regarded as a common good, but rain water that is 
collected should be regarded as a free good. Running water is regarded as being either 
public or privately owned depending on whether the bed in which the water flows is 
owned or whether the water flows to public property or privately owned land. 
Ownership of water entitles particular groups or communities to use water and to sell 
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water. According to the code, water can be sold but what is to be sold is the work 
undertaken to capture the water but not the water itself. This resonates in today’s 
economic vocabulary with operation, maintenance and investment costs. Similar 
principles were applied elsewhere in the world. The Romans in Europe integrated 
mechanisms for collection of tolls to recover the cost for operation and maintenance of 
water supply systems, and water administration was open to public navigation and 
control (Priscoli, 1998). 
 
Traditionally, communities were able to establish social organizations to regulate the fair 
distribution of water resources, share the cost of delivery, divide responsibilities, establish 
clear accountability mechanisms and put in place sanction procedures for water users 
when the rules were violated (Khouri, 1982; Ward, 1997). In Spain, the Arabs established 
sophisticated Water Tribunals for conflict resolutions. It is argued that participatory 
water management and interventionist resolution mechanisms have traditionally been 
crucial in the building of governance capacity and ecological realism (Priscoli, 1998, 
2004).    
 
People knew how to manage and maintain their water systems based on folk wisdom and 
universally common principles, namely: 1) the undeniable right of people to have access 
to water and 2) the right of fair access to water for those people who contribute labour 
or costs, 3) non-profitable cost recovery principles and the establishment of mechanisms 
for collection, 4) collective decision-making and public control and 5) a legitimate 
authority for the control, administration and putting in place of conflict resolution 
mechanisms.  
 
Are theses principles still relevant? Can they be adapted to fit into our present 
experience? In truth, water management experiences have a great deal of relevancy. Each 
of these common principles constitutes a core issue of the running debate on how to 
improve water services, how to finance water systems, who should be held accountable 
for the provision of water, the right to water, what is the most appropriate governance 
structure, and how to enhance water governance capacity to improve water services 
(World Water Forum, 2009). 
 
Modern past Water experiences 
Urbanization changed the characteristics of water supply delivery systems. Piped water 
systems were introduced in large towns because of the fear of disease epidemics, such as 
dysentery, typhoid fever and cholera. Since then, piped-water management has shifted 
between public and private modes. Private responsibility for water management has a 
long history and in certain places it was the norm until municipalities took over the 
management responsibilities of water systems in the late 19th and the early 20th centuries 
(Balanyá et al., 2005; Castro, 2006; Gleick et al., 2002; Gustafsson, 2001b; Hukka & 
Katko, 2003a, 2003b; Swyngedouw, 2003, 2005; Ward, 1997). With the exception of 
France, a transition from private providers towards public control of water supply 
management took place in Western Europe and the United States after the First World 
War, due to the reluctance of private monopolies to invest in poorer districts. By that 
time, a consensus evolved among the political actors that the devastating water-related 
epidemics were due to the poor performance records and the narrow profit-driven 
interests of the private monopoly operators. Politicians came to the conclusion that water 
grids should be expanded by public funding to universalize access to water services. They 
also recognized the need to adopt a holistic approach to manage water services and water 
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resources in order to deal with the ever-present pollution caused by rapid 
industrialization.  
 
In Britain, a water ethic evolved that depicted water as a necessary public good, rather 
than as a commodity. “A house without adequate water supply was declared unfit for 
human habitation” (Ward, 1997). Access to a clean water supply and safe disposal of 
sewerage was regarded as a universal right in Britain, for both the rich and the poor. 
Britain did not succeed in achieving universal access to water supply services before 
guaranteeing the right to water for all and the political commitment to fulfil the rights of 
its citizens. As a citizen, acquiring the right to water entails the right to own water 
property, the right to participate in water policies, and the right to have a share in welfare 
and social well-being through universal access to water services (Castro, 2006). It is 
worth noting that the ownership of water properties does not imply ownership of water 
resources or the right to exploit the water itself for commercial purposes. Barlow (2007) 
calls for a blue covenant among the world’s nations to define fresh water as a human 
right and a public trust, rather than as a commercial product.   
 
More recently, Britain seems to be disregarding its own experiences. Under the wind of 
political change brought about by the election of Margaret Thatcher, privatization 
became a significant feature of the liberal policies that have been applied elsewhere since 
then. Perceptions about water changed from being regarded as a public to a private good 
and commodity. In the spirit of privatization, publicly owned water utilities were offered 
for sale and regional water authorities in England and Wales became fully privatized 
(Gustafsson, 2001b). The shift in the management of water supply from public to private 
has implied a transition from the supply of service to citizens to the sale of a commodity 
to customers (Bakker, 2000).   
 
Priscoli (1998) notes that “there can be no destiny without a sense of history and those 
who ignore history are condemned to repeat it”.  Indeed, his remark proved to be true. 
The water ethics of a century-and-a-half ago, reports Ward (1997), had grasped a truth 
that the British have yet to face today. The full privatization of water utilities in England 
and Wales has not succeeded any better than it did 150 years ago. Water bills vastly 
increased and the rate of disconnections increased  (Castro, 2008; Gustafsson, 2001b; 
Ward, 1997). In some areas where disconnection was marked, dysentery and hepatitis 
increased ten-fold. Today the poor are recognized not as citizens but, in Ward’s words, as 
“objects of charity”  (1997). 
 
Three key principles can be derived from western urban water experiences: 1) water for 
municipal uses should not be subjugated to market forces or the private sector, 2) the 
rights of citizens to access water services must be recognised and 3) water services and 
water resources should be managed holistically by a public authority.  Human rights 
should not be only ensured for adequate municipal water but also for adequate sanitation 
services, in order to protect the quality of drinking water supplies and resources (United 
Nations, 2009).   
    
There is no life without water, and those to whom it is denied are denied life. Meeting 
minimum basic needs is vitally tied to the principle of human dignity (Priscoli, 2004). 
Thus it’s no surprise that the right to access water for essential human use can be traced 
back in most cultures and human civilizations and is traditionally recognized in laws and 
religious norms (Castro, 2006; Gilbert, 2007; Gleick et al., 2002). However, consensual 
politics on human rights to water services are still lacking at the international level.  
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Although the recognition of human rights to water is vital, it cannot be claimed as the 
solution to the current water crisis. Without a committed political leadership, the 
recognition of water as a human right does not guarantee per se an improvement in water 
services. In countries where there is a precedent for human rights violations, the 
recognition of human rights to water does not obligate governments to fulfil the rights of 
their citizenry.  
 
 Cost recovery principles: Water is an Economic Good but Not a Commodity 
Since the Dublin conference on Water and the Environment in 1992, it has become 
commonly accepted among water resources managers that water should be considered as 
an economic good. However, it is not all that clear what this entails. The recognition of 
water as an economic good has been misinterpreted and confused with the notion of 
commodity, though the two notions have different policy implications. An economic 
good is defined as “a physical object or service that has value to people and can be sold 
for a non-negative price in the marketplace.”i Within this definition, a subsidy that may 
affect the financial viability of the system is inappropriate.  A commodity, on the other 
hand, is “ any good or service produced by human labour, which is interchangeable with 
another product of the same type, and offered as a product for general sale on the 
market and traded on a commodities exchange”ii.  Within this definition, municipal water 
cannot be regarded as a commodity.  
 
The term “economic good” implies that the pricing and provision of water should be 
based on cost recovery principles, but not on profit-making motivations. Similar 
arguments were cited by Clarke (Leavitt & Morris, 2004), Jean Robert (Ward, 1997) and 
Vandana Shiva (Gilbert, 2007) who stress the complex and multifunctional character of 
water, which thus should not be entrusted to for-profit corporations. In the same line of 
thought, Priscoli (1998) calls for water ethics to create the right balance between water as 
a means for utilitarian exchange and water as an end in itself. Water values are beyond 
the identified utilitarian means and outside the grasp of the principles advocated by 
market theory. 
 
However, water supply services should be priced to recover not only the cost of 
investment, operation and maintenance but also the cost of treating the water for 
pollution caused by domestic users, or the so-called economic externality. Dealing with 
economic externality of water usage constitutes a strong rationale for the holistic 
approach to the management of water supply and sewerage services. This integration is 
likely to achieve high economic and operational efficiency standards. According to 
Hukka & Katko (2003a), the recognition of the uniqueness of water projects, efficiency 
and economy of scale, integration of water and sanitation services and sound financial 
policies are the main principles of sustainable water management.  
 
The application of cost recovery principles is a necessary means to the maintenance of 
financial viability, reliability of water services, and environmental integrity and 
sustainability (See Figure 1). The cost should be recovered from citizens connected to 
the networks. The claims that water should be provided for free or subsidized for all fade 
away and collide with principles of financial viability and sustainability. This is not to 
argue, however, that subsidies or social tariffs should not be integrated in the cost 
recovery of the water services system. But it should be designed to be publicly 
acceptable, and not to result in a shortfall in cost recovery of the system as a whole, 
which would affect it sustainability. 
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Figure 1: Model for setting the price of sustainable domestic 
water service (Rogers et al., 1998) 
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Successful Models of Water Services Utilities 

This section discusses, without claiming to be inclusive, some examples of effective water 
utilities as reported in the literature, in order to reach conclusions regarding key 
principles for effectiveness and improved performance. The question is asked as to 
whether these principles correspond to the main arguments discussed in this article. 
 
The city of Porto Alegre opposed privatization and put in place a successful example of 
public water and sanitation utility (Hall & Lobina, 2002). The utility enjoys autonomy 
from the city council, but has been kept subordinate on political issues and priorities. 
The council of the utility maintains social and environmental control through a 
deliberation processes with the public and the application of social tariffs to ensure 
universal access to water services and social inclusion.  In principle, these authorities hold 
power over decision-making processes and management procedures, but remain 
accountable to public interests through their political ties to the government and the 
participation of citizens groups. 
 
The US- model is no different. The case of Denver in the United States provides evidence 
that public utilities can be efficient if supported by the right governance framework. 
Leavitt & Morris (2004) argue against privatization and promote the use of public 
authority utility, a state owned company, as a replacement to both the traditional public 
sector and privatization. The public authority, they argue, avoids the imposition of 
expensive accountability arrangements associated with privatization and bureaucratic 
inefficiencies, while maintaining the public accountability that is inevitably lost when 
public functions are delegated to private entities.  They argue for public authorities that 
enjoy legal, administrative and financial autonomy and are led by a non-partisan board. 
Most importantly, the operation is freed from political control by granting a water utility 
sufficient autonomy.    
 
The Mainstream Western European model of governing water services is based on the key 
principles of a non-profit seeking public utility that integrates water supply and sanitation 
services and allows private sector competition for non-core operations and services 
(Hukka & Katko, 2003a, 2003b).  In the Netherlands, the government turned a blind eye 
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to the recent policy shift and decided that water services would remain in public hands. 
In Germany, private involvement has not been substantial and remains limited 
(Swyngedouw, 2003). Small publicly owned water utilities operate according to sound 
business and environmental protection principles and guarantee all citizens quality 
drinking water.  
 
In the Scandinavian model, water supply and sanitation services are managed at the lowest 
appropriate level. Performance measures of a water utility are based on improvement of 
operational efficiency and long-term sustainability that emphasises full cost recovery 
rather than profit maximization (Hukka & Katko, 2003a). In this governance design, 
citizens, in principle, are able to control and influence the policymaking of the municipal 
council or the board of directors of the water services utilities.   
 
In Finland, the municipality owns the water services utility by law , and on a limited basis 
can contract out operation and maintenance functions to the private sector. However, 
the local government is responsible for the provision and development of water services.  
 
The Swedish water services experience proves to be very efficient in terms of operation 
and economical measures. Traditionally water services functions have been kept within 
the same managing unit and are a municipal responsibility. Water services utilities (the 
VA service) cannot, by law, be operated in terms of a profit margin.  The Public Water 
and Wastewater Plant Act (WWA) states that it is a municipal responsibility to provide 
sufficient water supply and sewage treatment services to assure that it meets public health 
standards and that this concern is a priority. Drinking water is treated as an important 
foodstuff with very high quality standards. The law also articulates that water charges are 
not to exceed the costs involved in the provision of services, and that charges only can 
be made within the water sector (Gustafsson, 2001a; Lannerstad, 2003). In Sweden, 
citizens have a traditional right to transparency and have access to information and 
public documents. The public has the power to report administrative misbehaviours and 
impropriety and to complain about deficient water services (Lannerstad, 2002, 2003).   
 
It can be concluded that there are certain key success factors that enhance the 
governance of water services provision, namely: 1) publicly owned water services utility, 
with some degree of decentralization, 2) policies based on the rights of citizens to water 
and the commitment to collective provision of water services, 3) sound financial 
principles 4) and public control and empowerment.  
 

Why have governments failed to provide improved water 
services? 

Governments in developing countries often blame external factors for policy failures but 
almost never blame themselves. While there is valid and legitimate reasoning behind 
governmental claims that problems arise due to poverty, a lack of investments and 
technical experience and the public’s misconception that water services should be 
provided for free, these factors constitute only part of the picture.  There are more 
significant factors at play, including a lack of political will and commitment from the 
state which has not done enough to improve water services (United Nations, 2009), 
corruption, wrong polices, misplaced priorities and social and economic inequalities 
resulting from power structures that privilege the elite. The Human Development Report 
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(2006) concluded that key factors in the water governance crisis can be found in the areas 
of poverty, inequality and unequal power relations. 
 
To justify inefficient governing polices, it is often claimed that the poor cannot afford to 
pay for improved water services. In most instances, this is a misreading of reality, if not a 
false claim. When people are genuinely engaged and have a say in their water 
policymaking, they feel responsible and their preparedness for reciprocity with designed 
polices increases.  Meaningful participation brings participants into an awareness of 
concealed realities (Priscoli, 2004).  The communities involved in a project in Karachi, 
Pakistan that has been effective in the realization of a low cost and affordable sanitation 
program concluded: “Through the years” they said, “we have held to our belief that 
genuine development cannot take place by subsidizing the costs of any activity; people 
themselves should be prepared to pay for what they want.” Moreover, relative to their 
income or as an absolute value, the poor pay much more for alternative water supply 
services than is paid by citizens for water provided by public pipes. The poor often pay 
ten times as much for unsafe, low quality water in informal markets (Nkrumah, 2006; 
Svedberg, 2007). In Ecuador, water tankers buy and sell subsidized water to people in 
non-serviced areas at 400 times the price paid by the low-volume consumers who are 
provided with public piped water (Ward, 1997). In Accra, urban dwellers connected to 
the piped water sell water to those who are not connected at very high prices (Nkrumah, 
2006). In western countries, citizens pay less for water than people in developing 
countries (Svedberg, 2007). The irony is that governmental political rhetoric claims that 
the poor can’t afford to pay for water services in order to justify idle policies. In practice, 
these governments allow for unregulated informal markets that deal with water as though 
it is a costly commodity.  
 
For public authorities to achieve higher and more efficient standards in the management 
of water services is a significant challenge in the context of developing countries, where 
there is a lack of political commitment and where political control and interference, 
corruption and bureaucracy are prevalent. To surmount such challenges, the key issues  
are the creation of a sense of urgency regarding effective management of water services 
and utilities, as well as the establishment of secure competent leadership in partnership 
with communities for driving change (Kotter, 1996). But the shift from politics of 
idleness to action is also driven by political will or people’s will. Effective institutions are 
determined by the motivation of the players, the complexity of the environment and the 
ability of the actors to be committed to ordering and managing the complexity of the 
environment (Hukka & Katko, 2003a).  

Governance of Accra water utility: from a Stakeholders’ 
perspective  

Based on consultations with the donor regarding the reform policy of water supply, the 
government of Ghana decided to involve international private actors in the management 
and operation of the water utility, the Ghana Water Company Limited (GWCL).  
However, the policy shift towards the private sector was strongly opposed and 
challenged by civil groups at every opportunity, and they established a coalition to fight 
against the privatization program (Bompoe, 2006).        
 
For the analyses in this paper, the perceptions of stakeholders in the case study of Accra 
were examined, regarding some aspects related to the financing of water supply systems, 
cost recovery and pricing of water services, and their perceptions regarding what they 
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regard to be the most effective governance model for the improvement of water utility 
performance. More than 25 interviews with key informants representing decision-makers 
and civil society organisations were carried out and qualitatively analysed in order to 
record the views of a multitude of stakeholders in relation to the governance of the water 
utility in Accra, Ghana Water Company Limited (GWCL). The interviews were 
complemented by a survey that involved 131 households, in order to obtain and record 
the perceptions of urban dwellers.  The case study indicates that these perceptions do not 
deviate from the principles advocated herein for an effective water services utility.  
  
Stakeholders’ views regarding issues related to the financing of the water supply 
system 
It was shown that stakeholders recognized the challenges and the complications 
regarding the financing of the water supply system in the context of Ghana. Most of the 
respondents believed that the water system should be publicly financed. Some believed 
that the water supply system should be financed by a well-designed and functioning 
progressive taxation system or so-called water fund that charges the rich more than the 
poor, while operating economically and efficiently to cut down on costs and increase 
affordability (Abloso, 2006; Manteaw, 2006; Manuh, 2006). The rationale was that in the 
long run, it is economically more feasible to allocate resources for improvements in water 
supply services than to pay out increasing expenditures towards the health issues related 
to water-borne disease (Manuh, 2006).  
 
Ahaligah (2006) stressed one significant restraint affecting the operation of the GWCL. It 
did not have the autonomous power to set prices, he said. Water is an economic good 
that requires capital to buy marketable inputs for water production. Thus, the operating 
system was cash-strapped (Ahaligah, 2006). While Ahaligah (2006) stresses that water is 
an economic good of which the cost of service provision should be recovered, Tay 
(2006) stresses that water provision is a social good that should be of good quality, 
available at affordable prices, and should be managed properly and reliably. Unlike 
electricity, for example, the management of water should not be based on the prevailing 
orthodoxy market ideology (Manuh, 2006) and should not be considered a pure 
commodity, even though it is provided at a cost (Ahaligah, 2006; Bibah, 2006; Groot, 
2006). Manuh (2006) believes that the principal of full cost recovery is not consistent 
with Millennium Development Goals (MDGs). Even though there is a wide and concrete 
recognition that water tariffs should generate enough revenue to enable the system to 
operate, this should not be done at the expense of the public good. Any financing 
mechanism that is adopted would have to integrate the urban poor in a subsidy system.  
 
Nkrumah (2006), however, made a good point regarding the issue of cost recovery. He 
said that cost recovery tariffs will generate more revenues and thus maintain the financial 
viability of the water supply system and lead to operational efficiency.  His view is that 
“The cost recovery doesn’t necessarily imply an increase in tariffs” and uses as an 
example the costs arising from the wastage and loss of water, which could be averted and 
which account for up to 50 percent of water consumption and costs. 
 
The claim that people in developing countries perceive water as a free good is a 
misconception and not truly valid. The urban dwellers in Accra, where more than 50% of 
people are poor, believed that they should be paying a considerable amount for water 
supply services. Almost none of the respondents perceived water for domestic uses as a  
free good that it should be paid for by only the government or the rich. Around 75% of 
urban dwellers believed that they should pay the full cost of water supply (Figure 2: 
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payment option 4, 5, and 6) and 34,4 % believed that it should be subsidized by the 
government (Figure 2: payment option 3). 
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Figure 2: Public Perceptions on the Basis for water services tariff 

 
Stakeholders’ views on the governance structure of the water utility 
All respondents cited the most profound obstacles to a functioning water utility as being 
political ones, namely: interference due to the appointment of chief executives based on 
patronage rather than on merits and competence, political instability, politicized tariffs 
and centralized government. Other political factors seen as contraints to effective 
management include the lack of political will and lack of commitment towards creating 
an environment to enable efficient utility. Water has not always been a priority on the 
political agenda (Abloso, 2006; Korley, 2006; Manuh, 2006) and the government has in 
the past not been motivated to allocate or mobilize sufficient resources to render the 
water sector viable (Manteaw, 2006; Manuh, 2006; Tay, 2006).  
 
Most of the respondents were in favour of decentralization of the water supply system to 
regional or district level, rather than reliance on one huge (infra) water supply system, 
and felt that this would be the best governance model for the supply of water services, 
since it could be more responsive to the needs of the Ghanaian people, while also being 
more economically efficient (Apoya, 2006; Korley, 2006; Manuh, 2006; Tay, 2006). The 
infrastructure is costly to operate in a centralized water system,  and small-scale water 
systems are perceived as being more economically efficient (Manuh, 2006). Respondents 
also stressed the vital role of public scrutiny and empowerment. Manteaw (2006) from 
the Integrated Social Development Centre (ISODEC), a not-for-profit organization, 
believes that the GWCL should be given performance targets for a certain period of time 
to make it accountable to the stakeholders, with whom the annual performance report 
should be openly discussed and the reasons leading to any unsatisfactory performance 
identified (Abloso, 2006). The Integrated Social Development Centre (ISODEC) was at 
the forefront of the national coalition against privatisation and pushed for the Accra 
declaration on the right to water, issued on 19 May, 2000.   
 
The responses of urban dwellers to the survey regarding their perceptions of how to 
enhance governance capacity and improve water services show that they believe in 
partnership that integrates government and communities (G + C) as their first preference 
and partnership that integrates government, communities and the local private sector as 
their second preference (G + C + LPS) (See Figure 3).   
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Figure 3: Public Perceptions on water supply governance working partnerships models 
 
From a study of the perceptions of actors in the case of Accra, certain principles can be 
concluded , which correspond to the main arguments of this paper: 1) Autonomous 
water utility in the form of publicly financed small-scale water supply systems, 2) cost 
recovery principles that integrate the urban poor and recognize the right to access water, 
3) a strategy that is based on partnership with communities and the local private sector, 
4) openness to public scrutiny and control, to check on performance and measure 
accountability. This are the factors that actors regard as having the potential to build local 
governance capacity and develop sustainable solutions. 
 

Conclusion  

Principles learned from water management practices and experiences support the 
argument that municipal water services should be provided by a state authority and 
should not be subjugated to market forces and ideologies. Privatization has in the past 
failed to provide municipal water services and maintain public health in the west, and 
privatization today has not succeeded any better than it did in the past. The success of 
the private sector is questioned in both developed and developing countries. 
Furthermore, the claims regarding the efficiency and superior performance of the private 
sector as compared to its public sector counterpart is contested.  
 
Experience shows that the public sector has succeeded in western countries that 
developed water ethics based on the rights of citizens to access water services and the 
commitment by governments to fulfil these basic rights. The public sector also has 
succeeded in developing countries, in certain cases where there is appropriate governance 
and the existence of an enabling environment.  
 
This paper concludes that certain key principles can be learned from water management 
experiences, past and present, to assist in the development of a general policy framework 
for improving water services. Key issues in the framework include policies which 
recognise the rights of citizens to municipal water and a governmental commitment to 
fulfil these rights effectively, the establishment of a publicly-owned and autonomous 
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utility with some degree of decentralization that bases its strategy on the integration of 
water services, non-profit cost recovery principles, the maintenance of public 
accountability and public scrutiny. The framework does not exclude the private sector, 
which can be involved in areas to stimulate competition and supply the non-core 
activities related to services and operations, in order to increase economic efficiency. The 
private sector, however, has to operate within a publicly fixed framework in which it 
does not hold power with regard to financing, strategic planning and decision making 
processes. The application of these key principles is likely to provide the solution to the 
problem of under-performing water utilities in the developing world. 
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