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Summary

Some people suggest that private sector
participation is the only way to provide solid waste
management services. Others argue that
corruption is inevitable if the private sector
provides public services and that essential public
services should not be a source of financial gain
for individuals, particularly individuals coming from
outside the area being served. Many cities in
industrialised countries seem satisfied with the
services being provided by private enterprise, but
the reports coming from low-income countries are
more diverse. Since there have been many
attempts to involve the private sector in develop-
ing countries, it is useful to review the experience
to decide if private sector provision of solid waste
services is a sustainable and preferable alter-
native to the conventional dependence on local
government.

This publication presents a picture of the current
state of private sector provision of solid waste
management services, mainly in low- and middle-
income countries, by drawing on case studies and
reports of experience from many diverse
situations in four continents. Part | is a review of
the experience, drawing on over 40 contributions.
Part Il comprises summaries of twenty three case
studies, which together with references to
published material, provide information about
practical experiences of private sector participa-
tion. These case studies cover a wide range of
activities and actors, and include commercialised
utilities and the informal sector. The emphasis is
on practical information that can be applied to
enable future partnerships between the public and
private sectors to avoid problems, whether
political, institutional, financial, social or technical.
The information in this document is relevant to
both sectors (public and private); no attempt has
been made to segregate the material according to
the two sectors because both should be aware of
all the issues.

Part | begins with the reasons that motivate
authorities to consider involving the private sector,
since it is believed that these reasons, and the
associated expectations and concerns, have an
important influence on the way in which private
enterprise should be invited to participate.

The review continues with a discussion of what
experience tells us regarding the preparations for

the start of private sector involvement. The
investigative and preparatory work that is
necessary before any official documents are
prepared takes up many pages because it is so
important in developing an appropriate strategy
for private sector participation. Several case
studies indicate that this important stage is often
given very little attention and too little time. An
appendix provides a checklist with many
guestions that should be asked during the
preparation process.

Experience teaches us that the support and co-
operation of the general public play a vital role in
ensuring the success of any programme of private
sector participation, yet often very little attention is
given to generating this support. The involvement
of the public should be seen as central to any
strategy for introducing private sector partici-
pation, and so this topic is located at the centre of
this book. Some stories point to the unfortunate
consequences of a lack of an effective public
relations policy.

The next chapters raise some points about the
preparation of tender documents, the bidding
process and contract documents. The information
presented here is not a complete guide to
preparing these documents, but it includes many
practical and important points that can be learned
from the case studies.

There are clear advantages in starting a new
approach of private sector participation in a
gradual way, building up stepwise the involvement
of the private sector and the size and scope of the
operation. Such a phased start may not be
acceptable to local politicians and some support
agencies, but it is worthwhile to endeavour to
persuade them of the benefits. At any stage, it is
also useful to introduce private sector service in a
step-by-step way.

There have, unfortunately, been many
unsatisfactory experiences with regard to the
monitoring of the performance of contractors and
the administration of penalty payments. The
situation is exacerbated by a casual attitude
towards contracts and other formal agreements.
This is an area that needs urgent attention and
significant improvements. The potential of
community supervision has often been ignored.




Part | ends with general conclusions that have
been drawn from the study. Most of the lessons
that can be learned from the experiences
reviewed here relate to shortcomings in the
approach and execution of the local government
side. These shortcomings may originate in the
belief that private sector participation relieves
local government of the responsibility for solid
waste management (which it does not), and they
may be aggravated by the authoritarian style that
is characteristic of local government management
in many countries. Another cause is clearly the
lack of experience, and it is hoped that this book
can go some way towards compensating for this
lack.

It is a constant challenge to find ways of
disseminating information of this kind to those
who need it and would be interested to read it. In
an attempt to meet this challenge, a condensed
booklet has been prepared to present a summary
of the findings. A CD with a wide range of back-up
information is included with this book. This
material will also be made available on the
Internet. In the end, the most effective means of
communication is face-to-face, by word of mouth,
so you, the reader, are asked to mention this
study and its main conclusions to others
whenever the subject of private sector
participation in solid waste management is raised.




Foreword

Part| - GTZ

Towards the end of the twentieth century there
was an enthusiastic rush towards involving the
private sector in the supply of public services. The
telephone, electricity and water supply sectors led
the way and there were notable successes, and
new hope for the millions still without satisfactory
services, many even in major urban areas. Solid
waste management services have been provided
by private enterprise for decades in the more
prosperous nations, and failures of municipal
administrations to keep up with the demands of
rapidly growing cities in the South have
encouraged the extension of various forms of
private sector participation into low-income cities.
However, these attempts have not all been as
successful as was hoped, so it is time to stand
back for a moment and look at what has been
achieved, in an effort to identify the best
approaches and the conditions that favour
sustainable solutions. That is what this book
seeks to do. Rather than base the investigation on
the opinion of one person, this study has invited
inputs from contributors in four continents, and
seeks to draw lessons from this wide base of
experience.

The Millennium Development Goals provide a
framework for assessing the relevance and
importance of private sector participation in solid
waste management in our efforts to improve the
lives of urban dwellers. The impacts of private
sector participation in solid waste management on
these goals cannot be ignored. In particular:

Goal 1 Eradicate extreme poverty — Many of the
poorest in our cities survive by collecting materials
discarded by others, or by sorting or processing
them in very labour-intensive ways. Others
provide cleaning services on an informal basis. In
some situations, formal private sector services are
in conflict with such people, but there are powerful
examples, notably from Latin America, of how the
incomes and working conditions of informal waste
workers have been upgraded. Conventional waste
management services are often unable to serve
low-income housing areas, but small, community-
based enterprises have demonstrated their ability
to provide waste collection services that even the
poor can afford.

Goal 3 Promote gender equality and empower
women — Women are universally concerned with

the living conditions in which their children are
growing up. Women have shown their ability in
leadership and commercial endeavour through
the setting up and management of small but
successful waste management enterprises, which
not only improve their immediate environments —
contributing to a reduction in child mortality (Goal
4) and other hygiene-related diseases (Goal 6) —
but also generate local employment. Women also
play a vital role in monitoring the performance of
contractors, assisting to improve living conditions
in this way also.

Goal 7 Ensure environmental sustainability —
Burning waste causes serious air pollution, and
improperly dumped waste pollutes both surface
and underground water sources. Careless
dumping degrades land resources. Solid waste
management is part of good sanitation (which is
included under this Goal in Indicator 30). Private
sector participation has reduced pollution by
injecting specialist expertise and providing an
improved mechanism for local and regional
government to require better practices.

Good governance can also be promoted through
private sector participation in solid waste
management. The introduction of service charges
makes local administrations more accountable,
and community action to improve local environ-
mental conditions has formed the basis for
ongoing participation in community affairs by a
wider cross-section of residents. However much
needs to be done to improve transparency with
regard to contracts and tendering processes. The
involvement of international contractors may help
to increase the role played by the judiciary in
upholding contract rights and obligations.

The case studies show that there are many
problems and difficulties, but together they also
indicate ways to overcome these challenges.
There is a clear need to focus more attention on
preparation of the frameworks for private sector
involvement, and to put a higher priority on
achieving a greater degree of partnership
between the public and private sectors.

Stefan Helming
GTZ, Director General
Planning and Development Department




Foreword

Part Il — A practitioner’s viewpoint

The improvement of solid waste services and
infrastructure needs to be a well-planned and
transparent process. The information and case
studies provided in this book can be used for the
development of a new solid waste management
system that will effectively serve local govern-
ments. The solid waste tendering process
described includes the initial planning and
development stages, tendering, contract imple-
mentation, and performance monitoring.

The case studies provide a detailed evaluation of
what worked and what did not work in several
tendering processes. It is important to note that
the most appropriate approaches to solid waste
management are very different between different
government authorities, as illustrated in the case
studies. As local governments begin preparations
on solid waste system restructuring plans or
tendering, they should evaluate the current
system and identify the specific activities (i.e.,
collection, recycling, composting, disposal) that
will be needed to improve the existing system.

Community participation is often overlooked when
making changes to existing municipal service
systems and this important component was
largely absent in most of the case studies. It is
especially important when addressing changes to
the solid waste system as it is most likely

perceived to be free of cost to the residents and
many smaller businesses. The community needs
to be made aware of the environmental and
health costs associated with inefficient solid waste
collection systems so that they are willing to pay
new solid waste fees.

It is often difficult for low- to mid-level managers to
involve senior-level managers and public officials
in the planning process. It is essential that lower
level managers find ways to include the
participation of key senior level decision-makers
at the appropriate times during the tendering
process.

The book is outstanding even without the case
studies. It provides detailed guidance for the
process of solid waste privatization that can be
used by all governmental authorities. Moreover,
the case studies provide valuable additional
practical insights. Learning from the successes
and failures of others will result in a better process
that is acceptable to the community and local
government officials.

S. Kirk Ellis, R.G.

Vice President, International Programs,

SCS Engineers (Environmental Consultants),
Reston, VA, USA
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1. Introduction

1. Introduction

Contents of Chapter 1

1.1 The topic

1.2 Learning from experience

1.3 Readership

1.4 The recurring theme

15 A comment on gender

1.6 The structure of this publication
1.7 Acknowledgements

1.1 Thetopic

We were generating solid waste when we were
living in caves, though it appears that then we
were relatively successful at recycling, using skins
for clothing and bones to make tools. In recent
years we have created for ourselves major
environmental problems because of our prefer-
ence for living in concentrated urban areas,
buying more than we need and advertising
extensively by means of paper and packaging.
Many city administrations have not been able to
cope with the rapid escalation of the solid waste
problem, and consequently have left densely
settled areas with no service, polluted precious air
by the open burning of wastes, and damaged land
and water resources by careless dumping of the
residues of our proud civilisation.

Faced with these failures, municipal administra-
tions have looked for experts and new ways of
raising funds to pay the ever-increasing costs of
solid waste management. First, they recruited and
trained their own experts, but the results were not
always successful, and failures were blamed on
insufficient funds, bureaucratic restrictions, and
inadequate decision-making procedures. Often
small-scale entrepreneurs and groups of residents
took action to fill in the gaps, organising or
providing services on a local scale that at least
moved their wastes out of their immediate
neighbourhoods, and often earning much-needed
income from the reuse of materials separated
from the mixed waste. The most recent approach
has been to invite private enterprise to take over
the task, to increase coverage, improve efficiency
and reduce the pollution of natural resources.
Have we at last arrived at the ultimate solution?
Do we need to look elsewhere for sustainable
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solid waste management, or have we finally found
the right approach? What further change may be
necessary? Experiences from many low- and
middle income countries have been collected in
order to evaluate the performance of private
sector participation in the field of solid waste
management and to contribute evidence that can
help to answer these questions.

The term “private sector” is defined here in a very
broad way, and includes:

m  Privately owned and formally registered
enterprises that provide services as
contractors, consultants or suppliers. These
enterprises may vary greatly in size from a
single consultant or a microenterprise to a
large multinational corporation. They may be
locally based or international.

m  Commercialised utilities (also known as
government-owned  corporations, arm’s-
length companies or service councils) which
are staffed by public sector employees, but
have segregated accounts and managerial
autonomy. Though they are strictly not in the
private sector, they have many of the
features of the private sector, and should be
included as an option when private sector
participation is being considered. Case Study
D in Part Il is an example.

m Joint ventures which are partly owned by
private individuals or companies and partly
owned by government.

m Informal sector enterprises, based on family
units or larger in size, which are not legally
registered.

m  Non-governmental Organisations (NGOSs)
which provide services. The laws governing
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NGOs vary considerably from one country to
another, but often they are not-for-profit
organisations, and many have Ilinks to
international donors.

m  Community-based Organisations (CBOSs)
which provide services in return for a fee or
other payment. National legislation may
require that the directors of such
organisations do not receive a salary from
them. They are usually linked to one
particular community, but may also provide
services for other communities.

In short, the private sector — as defined here —
includes all means of service provision that have
accounts and financial management that are not
part of the accounting system of national or local
government. Put another way, this definition
excludes only service provision by public sector
employees who are paid directly from national
government or municipal budgets, and individuals
who are collecting and disposing of waste for
themselves, no payment being involved.

1.2 Learning from experience

In solid waste management, we often hear of the
same mistakes being made again and again.
Common examples are the failure to involve the
public, wrong selection of vehicle types, failure to
ensure that sanitary landfills are operated as they
should be, inadequate consideration of the
marketing of compost, and ineffectual enforce-
ment of laws and regulations. We are also
beginning to hear or read of similar mistakes
being made in one location after another in the
implementation of private sector involvement in
the management of municipal solid wastes.
Reflecting on this situation, it may be deduced
that, in solid waste management, the main lesson
that we have learned from experience is that we
do not learn from experience. Why is this?

Most failures in solid waste management cannot
be blamed on natural phenomena, because most
activities in solid waste management take place in
a man-made environment. We do not like to admit
that we are wrong. In many cultures and under
many management regimes it is not acceptable to
admit making a mistake. Mistakes are punished,
so it is important to play safe and to work within
well-established guidelines, whether formal or
informal. If a mistake is made, or an attempt to
improve a situation is not successful — or not
regarded as successful by senior management —
then silence is the best policy, and the experience

is hidden away, buried in the hope that it will
never be dug up. We learn something from our
successes, but often we do not investigate what
factors are responsible for our successes. But the
fact is that failures and mistakes are the most
valuable part of experience. It is from these that
we can learn much. Whilst this tendency to hide
disappointing experiences may protect the
individual, it does not enable others to benefit
from what can be learned from such episodes.

This publication relates both successes and
failures. It is often true that successes are not
100% success, and failures are not 100% failure.
An attempt that is seen as a failure may be a
large and important step towards success, and
bring success within grasp. Let us not despise
failures. Instead, let us examine them and learn
from them.

The contributors to this book realise the
importance of learning from failures, and so have
provided honest accounts of activities that they
have been involved with. Some have done this on
the understanding that their names will not be
linked to the information that they have provided
and that the locations where the stories took place
will not be specified. Therefore this book does not
claim to fulfil all the requirements of an academic
work. Information collected from published
sources is referenced, but there is no referencing
to indicate the sources of the material provided by
some of the contributors. The reader will not be
helped to trace the source of this information, and
so will not be able to verify it or find out where to
get further information. This is the price we must
pay for honesty and openness, but in this context
it is a price worth paying.

This publication is based on experiences from
Africa, the Middle East, Asia, Latin America and
Europe, and each region (except Europe) is
represented by several countries. Some of the
information that is used is reproduced as case
studies in Part Il, whilst other material is
incorporated into the text of the chapters. The
anecdotes and case studies provided by
contributors are intended to act as clues and
promptings, and to suggest issues that should be
considered when arrangements for private sector
involvement in solid waste management are being
considered and prepared. This publication does
not intend to encourage the assessing or judging
of individuals, organisations, cultures or nations.
In cases for which the location has not been
specified in the text, readers may amuse
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themselves by guessing where a particular
incident or problem took place, but they will not
find any confirmation of their guesses in this book.

The information that has been collected shows
that there are great differences from one country
to another, not only in economic and geographical
terms, but also in terms of administrative
practices, public concerns, and perceptions of the
private sector. In spite of this, it is likely that many
of the experiences reported here could be set in
any of a number of countries. Indeed, it is
remarkable how similar the successes and the
problems are, between one continent and
another. There is much to be learned from what is
happening on the other side of the world.

Some of the case studies report difficulties and
problems, which can serve as warnings so that
others can take preventive action to avoid similar
difficulties. However, the contents of this book are
not all negative. Many of the experiences provide
useful information about successes and
improvements, furnishing examples of good
practice in private sector participation that others
can follow.

The reader will find that this book is not a
complete guide to involving the private sector.
Since the contents are based on contributions and
experiences, this publication does not provide all
the information that might be needed to set up a
successful partnership between public and private
sectors. Rather, it offers examples, ideas and
warnings on certain aspects. It should not be used
alone as a guide for preparing for private sector
participation, but could be a very useful tool if
used together with other resources, some of
which are listed in Appendix 3. (This list includes
some useful sources of further information which
are available on the accompanying CD.)

This compilation is concerned with the
involvement of the private sector, and it would be
useful if a similar approach could be used to bring
together honest accounts of experiences of other
aspects of solid waste management, such as the
siting and operation of sanitary landfills, the
management of composting plants, and the
selection of waste treatment options.

1.3 Readership

It is intended that these pages will be of interest to
readers in both public and private sectors —
national government leaders responsible for solid
waste management policy, local government
officials preparing to invite private sector

participation, entrepreneurs considering involve-
ment in the provision of waste management
services, NGO leaders in contact with
communities, consultants advising these parties,
and academics seeking to inject practical
experiences into their lectures and writings.

The material is mostly arranged in a chronological
sequence, following the steps that should be
taken to initiate the involvement of the private
sector. Readers are invited to dip into the sections
that relate to the part of the process that concerns
them most, and are encouraged to pick out the
case studies that relate most closely to the issues
that face them.

It is assumed that the reader is familiar with solid
waste management and with the various
arrangements by which private enterprises can
participate in this field. For such background
material the reader is referred to Cointreau-Levine
(2000)*.

1.4 Therecurring theme

As one considers these experiences, the golden
word that repeatedly stands out is “partnership”.
Many problems are caused by the lack of
understanding that both public and private sectors
need to work together as partners, each aware of
the situation that is facing and challenging the
other. There should be a mutual desire for a long-
term and successful relationship. Too often the
relationship appears to be that of two boxers
fighting in a ring, rather than two rowers working
together to bring the boat to its destination (as
illustrated in Cartoons 3.1 and 3.2 in Section
3.4.2). Sometimes it is the local government
agency that exploits the weaknesses of a private
service provider; sometimes it is a large
international contractor, or a national contractor
with powerful friends, that seeks to dominate and
overrule local administrations and develop a
monopoly. By respecting the law and the contract
agreement, and with a concern for the long-term
success of the partnership, both partners should
work together in an atmosphere of fairness and
consideration. In such a relationship, many
problems and differences can be resolved.
Without this concept of partnership, the
relationship can quickly turn sour, and the
opportunities and benefits of private sector
involvement may become excluded from

This reference, and some of the others, are available on
the accompanying CD.
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consideration for many years because of

unsatisfactory experiences.
1.5 A comment on gender

Any role within solid waste management can be
taken by a man or a woman. In one country a
particular job may be almost exclusively done by
men, and in another it may be done by women.
However, in this publication, for the sake of
simplicity, the male pronouns “he”, “him” and “his”
have been used rather than the more
cumbersome “she/he” etc. to refer to both men
and women. This usage is not meant to imply in
any way that any position or job is more suited to
men than to women.

1.6 The structure of this publication

This book is organised according to the stages in
involving the private sector, starting with the initial
decision to consider involving the private sector,
through the preparation of the tender documents
and on to the formal engagement of the service
provider and the monitoring of performance. The
chapter on preparation (Chapter 3) is a
particularly long chapter, emphasising the
importance of the consideration of a wide range of
issues before a start is made on the preparation
of the tender documents.

The case studies from which most of the material
in this book in derived can be found summarised
separately in Part Il. There are frequent
references in Part | to these case studies. They
provide useful, specific and practical information
about various aspects of private sector
involvement in waste management. Part Il begins
with a brief introduction to each case study and
ends with a summary table that lists some key
aspects of the case studies and can be used to
select the case studies of most interest.

Appendix 1 provides some brief information about
the resource persons, reviewers and contributors,
all of whom have made important contributions to
the contents of this publication. Appendix 2 is a
checklist that could be used to suggest issues that
should be considered when private sector
participation is being planned and implemented;
for each item on the list there are links to sections
in this publication that give more information.
Appendix 3 lists published papers and reports
which have been referred to in the text and which
can provide further information (some of which
are on the accompanying CD). The CD also
includes some comprehensive publications that
provide valuable background material.

The final appendix lists terms and definitions. In
solid waste management, and particularly in
connection with private sector participation, there
is no universally accepted understanding of the
meaning of many words. For example, words like
privatisation, scavenger and disposal, and even
supervisor, can be used in different ways and
have different connotations for different people.
Words used to describe particular arrangements
for involving the private sector are used in
different ways in the water sector and in waste
management; definitions vary from one writer to
another and from one organisation to another. In
this publication, an attempt has been made to
ensure that the use of specialised terms is
consistent; this has involved changing terminology
in the case studies. The usage of specialised
terms in this publication is defined in a glossary in
Appendix 4.

1.7 Acknowledgements

This book reminds one of the maps that one finds
in airline magazines, showing lines coming from
all over the world to one point. In this case it is
case studies contributed from 15 nations to
converge on GTZ headquarters. We hope that the
return journey — with the finished publication in
electronic or in printed format — will land at even
more destinations.

This publication is an international team effort.
Contributions have been received in four
languages and from four continents. A debt of
gratitude is owed to all who have contributed from
their experience, for the time and effort they have
devoted to preparing their contributions and also,
in some cases, for their willingness to take the risk
of reporting on bad practice and unsuccessful
initiatives, so that others could benefit and avoid
similar pitfalls. These contributors work in local
government, or as contractors, consultants or
development co-operation advisors. Thanks are
also due to all who have reviewed the draft and
offered suggestions and guidance, especially Kirk
Ellis, who found time in his very busy schedule to
read the entire draft and provide some very
valuable insights. The names and brief
biographical details of those who have played a
major role in this work are listed in Appendix 1.

The publisher, GTZ, has funded the preparation
and printing of this compilation, collected and
translated many of the contributions, and
arranged the production and distribution. The
vision, effort and flexibility that GTZ staff — under
the leadership of Anja Wucke — have shown in
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driving the process of collecting the diverse and
practical information are applauded. Many GTZ
staff have played a vital role in the preparation
work; the contribution of Johanna Gellermann is
of particular note.

The CWG? has also fulfilled an important role by
funding the preparation and dissemination of the
accompanying CD and a summary booklet. This
has been made possible by a grant from the DGIS
of the Netherlands Government.

Thanks are also due to those who have allowed
the inclusion of two major publications in the CD —

2 The Collaborative Working Group for Solid Waste

Management in Middle- and Low-income Countries. The
Skat Foundation (info@skat.ch) undertakes the secretariat
function for this international association.

to the Skat Foundation for permission to include
the Guidance Pack of Sandra Cointreau-Levine:
Private sector participation in municipal solid
waste management; and to US Agency for
International Development for the inclusion of the
Solid Waste Management Privatization
Procedural Manual, prepared by Abt Associates
for the Egyptian Environmental Policy Program
(under USAID Project No. 263-0255).

Dorsi Germann deserves a special mention for
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2. Deciding whether to involve the private sector

2. Deciding whether to involve the private sector

If the reasons for deciding to involve the private sector, as well as the concerns that might lead to
opposition, are accurately identified, it is possible to prepare a list of objectives and to formulate a
strategy that will achieve the desired results.

This chapter asks the question "why?".

Why is there an interest in inviting the participation of the private

sector? What benefits are anticipated? It also looks at the reasons why there may be opposition to the
private sector. When the anticipated benefits and drawbacks have been identified it will then be possible
to design a scheme for involving private enterprise and avoiding pitfalls so that the expected benefits can

be achieved.
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Private sector involvement in solid waste management — avoiding problems and building on successes

2.1 Reasons for interest in private
sector participation

The first step in increasing private sector
involvement in solid waste management is to ask
why this approach is being proposed, advocated
or demanded. One answer is that the private
sector already successfully plays a major role in
waste management in many industrialised nations
(Box 2.1).

Box 2.1
Private sector involvement in industrialised
nations

In the United States, nearly 12,000 firms
participate in the collection, transport, treatment
and final disposal of solid wastes; small firms
and a few large companies are the operators of
approximately 80 percent of domestic, commer-
cial, and industrial urban services (Sanchez,
2004). In many industrialised countries, the
solid waste management industry is one of the
most important industrial sectors in economic
terms.

In many major cities in Latin America, such as
Santiago, Buenos Aires, Cordoba, San Pablo,
Porto Alegre, Belo Horizonte, Curitiba, Caracas,
Bogota, Cartagena, Barranquilla, Guayaquil,
Santo Domingo, Montevideo, Monterrey, etc.
private initiatives or entities separate from, or
associated with, local governments are
responsible for urban cleaning systems (Sanchez,
2004). Small and informal enterprises are
extensively involved in waste management in
many major cities in low- and middle-income
countries.  Private sector involvement s
encouraged by many development agencies and
forms part of Government policy in many
countries. Can the involvement of the private
sector in low- and middle-income countries be
expected to bring the same level of success as
that found in industrialised countries? Is the model
of private sector participation that has been
successful in industrialised countries also
appropriate in low-income countries? Is private
sector participation only appropriate for the largest
cities, or does it offer benefits for smaller urban
areas also?

The reasons for considering the private sector
may determine the objectives of the contractual
arrangements, which organisations should be
invited to participate, and what preparation work is
needed (to be discussed next in Chapter 3). If the

reasons are unsound or of doubtful validity, it may
be necessary to reconsider the decision, delaying
the involvement of private enterprise until it can
be built on a better foundation. The following
paragraphs discuss some of the common reasons
for considering the private sector. They do not all
represent alone sufficient justification for involving
private enterprise. The less valid reasons are
included to assist in diagnosing the motivation for
a shift towards the private sector. There is no
significance in the order in which the reasons are
listed. Cartoon 2.1 also addresses some reasons
for being interested in involving private enterprise.

2.1.1 The need to be seen to be doing
something

Solid waste management is often considered to
be a very simple issue about which anyone can
make decisions, yet so often there are major
problems and complaints (which suggest that the
issues are not, in fact, so simple). In a situation
where senior public figures, the media or the
public are expressing dissatisfaction, it is tempting
to think that being active — doing something ...
anything — is enough. It may be possible to stop
the complaints and protests by explaining that
new arrangements are being brought in to involve
expert contractors, and that the authorities are
busy solving the problems in this way. As we will
discover in later chapters, the private sector must
not be seen as the automatic solution to all
problems. The activity of bringing in new
arrangements is not enough. Only if the arrange-
ments are carefully designed and implemented,
can private sector involvement be expected to
bring improvements.

2.1.2 The public sector has failed to provide a
good service

There are certainly cases in which the private
sector has succeeded in providing a good solid
waste management service in cities where the
public sector had previously failed, but it is more
common to find that, where the public sector
(local government) has failed, private enterprise
also fails to deliver the required service. It is true
that, in some countries, local government
operations have been unreliable and inefficient
because of bad management, activities of strong
trade unions leading to low productivity and a
wasteful use of manpower, ineffective supervision
of the workforce, and lengthy or ineffective
disciplinary procedures. Local political factors
often lead to the employment of excessive
numbers of personnel and the appointment of
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untrained executives. In some countries municipal
staff are replaced with each political change
brought by an election (as often as every three
years), and in such cases there is little chance for
public sector staff to develop their expertise in
waste management, and little motivation for them
to develop their skills.

However, if a local administration is unable to
provide an efficient service directly, using its own
workforce, it may also have difficulty in preparing

the necessary arrangements for engaging a
contractor, and in overseeing the contractor
effectively. If public sector operators have not
been able to achieve satisfactory standards
themselves, they may be unable to monitor the
private sector in a satisfactory way. If local
government has been unable to ensure adequate
funding of the recurrent expenses of public sector
operations, it may also have difficulties in making
regular payments to a contractor.

Cartoon 2.1

worry being taken over by a contractor.

Anticipated benefits of private sector participation

What does a municipal official expect from private sector participation? Perhaps he expects a much higher
standard of service — a cleaner city. Perhaps he expects some additional “informal” income from bidders or the
contractor in return for favourable treatment. Or perhaps he is looking forward to an easier life, all the work and

2.1.3 The private sector is more efficient

(Here the word “efficiency” is taken to mean the
ability to provide a particular service [the output]
at a low cost [the input]). There are many cases in
which private enterprises have been able to
provide services at a lower cost than government
operations. Higher efficiency requires the right
working environment (including legislation and

support  from the judiciary, contractual
arrangements and monitoring) and competition.
Box 2.2 gives an example of how competition
improved efficiency in England.

Competition is a key requirement for satisfactory
private sector participation. There should be real
competition in the tendering process to ensure
good prices, but also ongoing competition, for the
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sake of the reputation of the companies involved
and for future work. It is common to divide large
cities into several contracts so that there is
competition between contractors. They may be
divided into several zones, or different aspects
may be given to different service providers. If
there are several contractors working in a city,
each in a different zone, the performance and
charges of each can be compared, and if one
company fails, others can step in to maintain the
service. Cartoon 2.2 illustrates competition
between public and private sector entities and
Box 2.3 shows how competition has reduced
costs in many cities.

Box 2.2
Compulsory competitive tendering in
England

In the 1980s in England, the Government of Mrs
Thatcher required municipal governments to put
waste collection and other services out to tender.
However, it was not only private companies that
could compete. The waste collection departments
of municipalites were invited to convert to
commercialised utilities to compete with private
enterprises in the bidding process. In preparation
for this competition, municipal workforces
changed their working practices to improve
efficiency, and many of them later won contracts
in competition with private firms. Many private
firms claimed that the new utilities benefited from
unfair advantages, and a mechanism was
established to look into these claims. There is
evidence to suggest that the costs of monitoring
contractors were more than the savings from the
lower tender prices, so the total cost of involving
the private sector was more than was apparent
from the bids. However, the overall effect —
whether the service was eventually provided by
utilities or contractors — was an improvement in
the efficiency of solid waste management
services.

However, often the private sector is perceived to
be more expensive (i.e. less efficient). This may
be because the contractor expects to earn a
profit, and if it is assumed that the costs for the
private sector and the public sector are the same,
the addition of a profit makes the private sector
more expensive. (It is likely that the costs of the
private sector and for the public sector are very
rarely the same.) Another reason why the private
sector may be seen as more expensive is that
municipal accounting procedures often do not

include costs (such as capital costs,
administration and even wages) which a private
enterprise must include in its estimate of its total
Ccosts.

Another reason why private sector costs might
appear higher than those of the public sector is
that new contracts often demand a higher
standard of waste disposal, at a more distant site
that demands considerable extra transport of the
waste. There may also be requirements for
treatment processes that have not been applied
previously. All these requirements can add to the
total price of a contract, even if the service is
more efficient than comparable public sector
operations.

Box 2.3
Reductions in cost as a result of
competition

A survey presented in 1996 of 2,000 cities in
the United Kingdom, Canada and the United
States served by the private sector showed that
competition among companies had resulted in
cost reductions from 25 to 45 percent. In the
analysis of five cities in Latin America with
private contracts for urban cleaning, costs were
reduced by half. (Sanchez, 2004)

Sometimes the low efficiencies of public sector
operations are the result of legal restrictions,
labour union requirements or bureaucracy.
Restrictions may be imposed on the hiring and
dismissing of labourers. If too few labourers are
allocated to each vehicle, the time taken to load it
may be high, resulting in inefficient utilisation of
the vehicle. If too many labourers are assigned to
a vehicle (as is the case in Box 2.4), the costs can
also be inflated, without a corresponding increase
in performance. Bureaucratic restrictions (many of
which are designed to prevent corruption and
theft) may greatly increase the time required to
carry out all but the smallest repairs on municipal
vehicles, because the workshop manager often
has very limited authority to buy spare parts or
order repairs, and is required to get several
signatures and approvals before undertaking most
repair tasks. The private sector understands
better the importance of reducing the time that
vehicles spend in the repair workshop and so
streamlines the process of buying spare parts. It
should not be assumed that private sector service
provision is always more economical. For
example, a study reported in Case Study |
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indicated that the private sector could provide lower when it was provided by the municipality
collection and disposal services at a lower cost, than by the private sector.
but that the costs of a street cleaning service were

Box 2.4
Too many labourers

The city of Mumbai in 1993 was using many different types of vehicles to collect its thousands of tons
of solid waste each day. The labour union had negotiated an agreement that each truck should have a
team of six labourers. This number of loaders was well suited to the open trucks that were loaded
manually by labourers using rakes and baskets, but was not suited to the skip trucks which lift loaded
containers mechanically, and therefore need a crew of no more than one driver and one assistant. This
overmanning greatly increased the wages bill, which was already high because the union had
negotiated much better wages and additional benefits than could be found in the private sector.

(Scheu and Coad, 1997)
Another example of this problem is found in Case Study P in Part II.
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Cartoon 2.2  Competition motivates

We are motivated to achieve our best performances when the competition is challenging. This race is between
three private contractors and one local government service provider, all working in different zones of the same
city.
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2.1.4 Private sector administration is more
effective

(The word “effective” is taken to mean the ability
to achieve the desired results.)

Local government administrations often suffer
from a number of factors that reduce their
effectiveness in organising, innovating and
improving. The main obstacles to effectiveness
are:

m  Bureaucratic delays — often caused by the
limited authority of middle management to
sanction spending and by the fear of
corruption, so that many signatures are
required, or the signature of the most senior
official is required, for even routine matters;

m  Political interference. This is a phrase that
may be overused. Political leaders are
elected to ‘“interfere”, but some use their
authority for personal reasons or to disrupt

Photo 2.2
Part of the yard of a vehicle depot run
by a contractor.

processes that should be the responsibility of
technical or accountancy staff.

m  Insufficient financial resources, whether for
capital or recurrent expenditure, and the
taking — for other municipal purposes — of

budget allocations intended for waste
management.
m  lLack of interdepartmental co-ordination,

particularly in issues relating to staffing,
planning, operations and maintenance.

The difference in approach between the public
and private sectors can often be seen by visiting
the vehicle depots of local government and
private sector service providers. Local govern-
ment depots are often littered with wrecks that are
of no further use but are left in the depot because
of the bureaucratic difficulties associated with
getting rid of them. The depots of private
companies are often clean and well-organised.
Photos 2.1 and 2.2 illustrate the difference.

Photo 2.1
A scene that is fairly typical of local
government vehicle depots.

12
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2.1.5 Looking for expertise and improving
standards

In local government service there is often little
motivation or support for engineers or techni-
cians to develop their knowledge regarding good
practice in solid waste management. A
municipal engineer, with a desire to improve
waste management standards, and the knowl-
edge of how this might be done, may not be able
to convince his superiors of his ability and of the
need to allocate resources for this purpose. So
contracting a company that has been successful
in providing services under similar conditions is
seen as a way of improving operational
standards. This applies particularly to sanitary
landfilling in countries where there is no
experience of this method of waste disposal, but
there are many other aspects of waste
management for which external expertise may
be beneficial. A large company may have
experts with a range of specialities who can be
moved from one site to another as required.

The involvement of the private sector provides
opportunities for upgrading the skills of local
personnel, but if this is one of the objectives it
should be considered in the preparation of
contractual arrangements. National profession-
als who work with the private sector partner may
learn much, both formally and informally, but in
many countries where government pay scales
are low and a strict hierarchy frustrates the
initiative of middle managers, they may not be
willing at a later stage to return to the public
sector. Consideration should also be given to
developing the skills and knowledge of public
sector staff (perhaps in the national
environmental ministry) who will be responsible
for monitoring the operation of sanitary landfills
or other new procedures.

International companies may be engaged in
order to achieve improved environmental
standards. The objective may be to replace the
insanitary methods of the informal sector or to
upgrade landfills. Another objective, perhaps
introduced by a donor or lending agency, may
be to improve recycling. There are great
differences between recycling in industrialised
countries and recycling in low-income countries.®

In industrialised countries, recycling is usually required
by laws which derive from environmental concerns and it
entails considerable additional expense. In low-income
countries, recycling is usually undertaken by informal
sector workers who have no other means of earning a

In low-income countries, the collection and
processing of recyclable waste is a vital survival
mechanism for the poor, who will fight for the
right to continue to earn their livelihoods in this
way.® The overheads and inefficiencies of the
formal sector and government operations,
together with the competition from the informal
sector, indicate that this activity should not be a
focus of private sector participation without
giving it very careful consideration. This view is
strongly supported in the final section of Note N4
in Part Il. Integration of the informal sector is
discussed in more detail in Section 3.4.5.

It is often true that government officials place
great importance on the appearance of the
vehicles that are used to collect solid waste.
Size and sophistication are valued for their own
sake, and because they are associated with
industrialised countries. Waste management
experts know that vehicles that are too large and
overloaded can cause excessive damage to
road surfaces and be unsuited to congested
areas, and that the complex mechanisms of
sophisticated compactor trucks can demand
frequent repair. Experts would agree that, in
terms of public acceptance and sustainability,
the reliability and costs of a collection system
are more important than the appearance of the
collection vehicles, but unfortunately many
decision-makers do not accept this logic.

It is sometimes assumed that companies that
are capable of operating to high standards will
always maintain such standards, but this is not
always the case. Many international contractors
may operate according to high standards purely
out of concern for their reputation. However,
some companies, if they are in a situation where
there is no familiarity with — or demand for — the
standards of operation needed for environmental
protection, may prefer to save money by running
facilities in a less than satisfactory way,
especially if they are under financial pressure
because of factors not considered at the
tendering stage. If the client's monitoring and
control are done by inspectors who themselves
are not familiar with the latest concepts of good

living. The mechanisms and motivations are totally
different.

In situations where the informal sector is in competition
with the local government service or with a contractor,
the informal sector workers may collect waste from
houses before the formal sector crews come, and sort
through street bins before the arrival of the collection
vehicles.

13
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practice, there is no guarantee of high standards
of operation.

2.1.6 Access to capital

Local government agencies may have a regular
budget allocation for wages and operating costs,
but may not be able to obtain funds for large
capital projects, such as the replacement of a
vehicle fleet or the construction of a sanitary
landfill. For such capital expenditures they may
depend on unpredictable grants from central
government or official development assistance
from another country. In contrast, a large private
enterprise can get loans or use its own capital
for large investments and repay the loan from
user fees or monthly payments from the client.
Especially when large financial commitments are
involved, the private enterprise will need to have
confidence that the public sector client will
honour the contract, and that the investment can
be fully utilised as expected. For this reason
concession agreements for waste treatment and
disposal operations often include “put or pay”
clauses which guarantee payment equivalent to
the agreed minimum tonnage of waste to be
brought to the site by the collection and
transport agency. (If the quantity of waste
delivered on any day to the site is less than this
minimum tonnage, the fee is calculated as if that
minimum tonnage had been supplied.) It is also
required that the contract or concession
agreement runs for a period that is long enough
to repay the loan, as discussed further in
Section 3.4.6.

2.1.7 Increased coverage

In many countries the principal cities are
expanding rapidly, and public sector waste
collection services are unable to grow at the
same rate. Lack of capital to buy new equipment
and restrictions on hiring new staff, together with
low productivity, can all prevent the collection
service from increasing sufficiently. Often it is
the low-income areas that have no service or
only a very poor service. The private sector may
be able to meet this need for additional
coverage, perhaps by charging generators
directly, as described in Box 2.5.

In any city, it is the poor and informal areas that
suffer the worst service. One reason is that
these areas are often the most difficult to serve
because the access routes are often unpaved
and narrow. Furthermore the waste in poor
areas has the least value for recycling and the

poor have less political and social influence. As
in Dar es Salaam, the best way of providing a
service to low-income communities is often to
involve local people, but consideration must be
given as to how the collected waste will be
transported to the disposal site. Often the poor
are able and willing to pay a small fee that is
enough to fund the primary collection service,
but this income is insufficient to cover the costs
of transporting the waste to the disposal site and
of the disposal process itself.

Box 2.5
Increased coverage

It was estimated that, in Dar es Salaam,
Tanzania in 1992, the City Council was capable
of collecting only 4% of the total waste
generated in the City. In 1994 private sector
operators were invited to participate in waste
collection. It was estimated that, by 2002, the
percentage of waste collected had risen to an
average of over 30%, the collection being
carried out by more than fifty enterprises, many
of them small and based in the communities
they served. While much remains to be done,
this is a clear example of how private sector
involvement can increase the coverage of the
collection service. (Chinamo, 2003)

2.1.8 To improve control of operational
standards

It is not always easy to control collection and
disposal operations by means of the law.
Sometimes the laws and regulations are not
adequate and penalties have little effect; often
enforcement agencies are weak. An alternative
method of implementing high standards can be
provided if a private sector operator is engaged
by means of a well-written contract that specifies
financial penalties for failures to achieve good
operating standards. Persistent failure could
result in the cancellation of the contract. In
addition to the precisely-worded contract, well-
trained and motivated inspectors are essential,
and they must have the backing of senior
management.

2.1.9 Policy and pressure

The private sector may become involved in solid
waste management because of a new policy of
central government. This policy may be the
result of pressure from donors or international
financing agencies. In some cases the policy
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has specified in some detail how the private
sector should be involved. If the method of
participation has been defined in detail, it is to
be hoped that the procedure has been
discussed intensively with stakeholders and
experts before being finally formulated.

Particular problems can occur if donors or
funding agencies, via their consultants, are the
main driving forces for involving the private
sector. If the leaders of the local administration
are not convinced, but being pushed by
outsiders, the whole system may collapse when
the consultants leave and the financial support
has all been received. In other words, there may
be a lack of ownership. If the senior figures in a
local administration do not take the lead in
making the decisions and preparations for
private sector involvement, but leave this to
consultants engaged by an external body, the
result will be that the local managers miss the
opportunity to develop their own expertise and
understanding. Because of such excessive
dependence on external consultants the system
may deteriorate when the consultants are no
longer there.

In some countries large private companies exert
considerable influence in government circles.
Sensing the opportunity for profitable activities,
enterprises may pressure their friends in
Government to offer certain services to the
private sector.

The policy of central government to encourage
private sector participation may be assisted by
means of a taxation policy that offers tax breaks
for particular kinds of enterprise or specific
projects.

2.1.10 Simplifying responsibilities of local
administrations

Local government agencies may invite the
private sector to take over some of its functions
in order to simplify or reduce its administrative
and operational duties. However the service
must still be regulated, monitored and financed,
and these aspects require effort and expertise.

The desire to be rid of the responsibilities for
waste management can result in unwise haste.
If all waste management functions are put out to
tender without any prior experience of private
sector participation, there may be serious
weaknesses in the arrangements, resulting in
inferior service standards or higher costs. This is
discussed further in Section 3.4.7.

2.1.11 Raising cash by selling assets

National governments have been accused of
selling infrastructure and transport services in
order to get some short-term cash, but this is
less likely to be a motivation for privatising solid
waste management facilities, because their
capital value is not so high. In some countries
there is the expectation that local administra-
tions can make money from solid waste, but in
most cases any income that is received is not
enough to cover all the transaction costs (the
costs of preparing for and overseeing solid
waste management services) which in Peru
were estimated to be between 3% and 5% of the
costs of the service (Case study M).

2.1.12 Providing an opportunity for
introducing a fee

The introduction of a private sector service may
be used to provide a reason for the introduction
of a solid waste management charge in cases
where there is a shortage of revenue. If the
general public considers that no payment should
be made for services provided by local
government, it may be possible to justify the
introduction of a fee by arguing that a private
sector contractor must be paid.

2.1.13 Improved decision-making

The private sector may be more capable of
making wise decisions regarding the selection
and allocation of resources than the public
sector. The possible reasons why this may be
true can be summarised as follows:

m The private company may have more
specialised experience. In many local
government  bodies, engineers and
technical staff are moved quite frequently
from one department to another (for
example, after spending two years in the
roads department, an engineer may be
moved into water supply, and later be
transferred to solid waste management for
an unknown term). This means that they do
not have long to gain experience in the
topic and they may have little motivation to
study about and investigate into solid waste
management, because they expect to soon
be transferred to a different department. In
smaller municipalities, one engineer may be
expected to cover many responsibilities,
and so does not have time to acquire
specialist knowledge of any of them. In
contrast, an engineer or manager in a solid
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waste contracting company is likely to
specialise in this topic, and see his
prospects of promotion as depending on
the extent to which he develops expertise in
solid waste management. For this reason,
the technical and managerial decisions
made by senior staff in a private company
are likely to be better informed than those
made by local government staff.

m  The objectives of a waste management
contractor are likely to be more clearly
focused than those of a local government
department. Since the performance of
waste management tasks may be directly
linked to payment and opportunities for
expansion, private sector managers are
likely to be more motivated towards solving
problems that obstruct this performance.
Public officials may be more inclined to be
discouraged by setbacks and bureaucratic
obstacles.

m  Private companies are likely to be less
influenced by political factors, because their
work and responsibilities are defined by a
contract and so are less flexible and less
likely to be modified by the personal
requests of political leaders.

m In the case of long term contracts (of ten
years or more, and which are protected by
the judiciary from premature termination by
political leaders), the private sector may
have a longer-term view that local
politicians (whose horizons may not stretch
beyond the next election) and this can
result in better planning.

2.1.14 Complementary strengths

In general, the best results are achieved when
both public and private sectors work together in
a partnership. This situation has been well
described in the Philippines National
Development Plan of 2001: “both the public
sector and the private sector have certain
advantages relative to the other in the
performance of specific tasks. By allowing each
sector to do what it does best, public services
and infrastructure can be provided in the most
economically efficient manner.” (Quoted by
Lorenz in Case Study A in Part 11.)

2.2 Opposition to private sector
participation

Many of the origins of hostility towards private
sector participation are to do with attitudes,

perceptions and prejudices, rather than facts. In
some countries senior local government officials
may be accustomed to autocratic control of
certain functions and of their subordinate
employees. Consequently they may oppose
efforts to involve the private sector for political,
emotional and personal reasons, because
control is being passed to private sector
managers and actions are restricted by
contracts. This opposition may express itself in
the creation of obstructions to the processes of
tendering and awarding contracts, in the
delaying and reduction of payments, or in
personal hostility towards private sector
managers. Politicians and officials may be
suspicious of the motives of private enterprises
in negotiating long-term concessions on landfill
sites and plant, fearing that the companies wish
to use the assets for other purposes.

Senior public officials may seek to retain some
control by instituting systems of penalties that
give them control, rather than basing penalties
on the reports prepared by subordinates and on
the provisions of the contract. They may also
expect the contractor to do extra work as
personal favours in the way that they previously
used municipal workers, and be angry if their
requests are refused because they are outside
the scope of the contract.

Private sector participation may be the policy of
national government, but local officials may
informally oppose it, perhaps for reasons of
political beliefs. Whilst the best approach is to
win the support of senior local officials for the
idea of private sector involvement, a fall-back
position is to ensure that the contract guards as
much as possible against the abuse of power,
and that there are quick and effective means of
resolving disputes.

Political and individual opposition to private
sector involvement may be based on the
perception that such arrangements lead to
excessive profits for the companies concerned.

Some municipal managers may object to dealing
with small enterprises because they regard as
the leaders of these enterprises as socially
inferior.

Experiences of unsuccessful involvement of the
private sector may discourage officials from
considering engaging the private sector once
more. In such cases it would be useful to
investigate why the private sector failed,
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because it may be possible to take steps to
prevent the repetition of the failure.

Trade unions or other labour organisations may
oppose private sector participation because of
their political beliefs or because they fear the
withdrawal or erosion of the benefits that their
members enjoy, or because they oppose the
more disciplined work habits that are expected
of private sector workers. Consequently,
municipal and political leaders may oppose
private sector participation because they fear the
protests, "go-slows" and strikes that the labour
organisations would organise if private enter-
prises were invited to bid for services.

Residents may like to have the same labourer
serving them because they get to know the
particular street sweeper or refuse collector that
works in their area, they engage them to do
extra jobs and they develop a concern for their
welfare, passing on old clothes and other
second-hand items. Under public sector
management, the same labourer may work in a
particular area for many years. (There are even
cases where a municipal street sweeper buys
the right to work in a particular area [Box 3.6]).
So both residents and sweepers may resist
change. Contractors may use staff hired on a
temporary basis so that there are frequent
changes in the workforce, and the demands
placed on private sector workers may mean that
they have no slack time that can be used to
undertake other work on an informal basis.

Not a few people associate private sector
participation with corruption, and oppose it for
this reason.

2.3 Threats to the success of private
sector participation

This section suggests some factors that can
lead to unsuccessful involvement of the private
sector. Problems may arise from the
shortcomings of either public or private sector,
from the institutional or social context, and from
perceptions and prejudices. Case Study C
describes a situation in which a number of
factors contributed to the failure of private sector
participation in a capital city. Disappointing
experiences can lead to the belief that private
sector involvement is not one of the available
options for meeting the challenge of providing
sustainable and affordable solid waste
management services, and the unwillingness to
consider the private sector may persist for many

years after an attempt to involve the private
sector has failed.

2.3.1 Corruption

Corruption and the fear of corruption have very
major impacts on public-private partnerships,
and so should be considered carefully before
making the decision to go ahead with involving
the private sector.

In the minds of many people, public officials
pursue private sector participation because they
see the opportunity for getting bribes and other
favours from bidders and contractors. If the
power is concentrated in the hands of a few
local government officials, with little transpar-
ency and no quick access to effective judicial
decisions, there is a serious probability that
there will be arbitrary decisions and demands for
additional payment.

There is also the concern, which is justified
because this has often occurred, that officials
promote private sector participation because
they will arrange that the contracts are given to
friends or members of their family, perhaps at a
higher price than if the contract were awarded
fairly, or with the expectation that the contractor
will not be penalised if the service is poor.

Corruption and, to some extent, the suspicion of
corruption, can discourage competent enter-
prises from bidding for work, because they
believe that the most competitive and competent
bid will not win the tender, but rather the bidder
that has the best connections or pays the largest
bribe. As a result, the best service providers do
not become involved.

During the operation phase also, corruption can
lower standards if monitoring inspectors are
bribed to not report shortcomings in the service,
or if good performance is reported as deficient in
the hope of getting a bribe for a more favourable
assessment.

In addition, some attempts to prevent corruption
have also had harmful effects. Senior officials
may be reluctant to recognise and admit good
performance by the contractor, even if the work
has been done to a very high standard, because
of the fear that they will be accused of receiving
bribes to earn this approval. Sometimes the
accusations may come from very junior staff. It
is commonly agreed in some circles that
government officials can be expected to always
make negative comments about the work of

17



Private sector involvement in solid waste management — avoiding problems and building on successes

contractors, but never positive. As a result,
penalties are imposed in an arbitrary or unfair
way that is not related to actual performance
and so does not encourage good performance.
Box 2.6 gives an example of this behaviour, and
Cartoon 2.3 illustrates it with a little exaggera-
tion. Where there is a lack of transparency and
little confidence in auditing, senior officials fear
that subordinates or the press may denounce
them, accusing them of wasting the nation’s
money, and so they are concerned to show
themselves as harsh in dealing with contractors.
The results are poor performance by contractors
and the inability of many companies to survive in
such a jungle.

Fear of accusations may also make junior
officials, such as field inspectors, unwilling to
sign reports and reluctant to certify that a job
has been well done by a contractor. If only a few
officials sign all documents, it becomes easier to
accuse them of taking bribes to modify records,
so it is important to empower and encourage
more junior inspectors to sign. If inspectors who
are close to the grass roots are able to sign their

own reports, there is a wider involvement and a
closer link to the situation on the ground, which
both discourage corruption.

Fear of corruption often results in cumbersome
and slow bureaucratic procedures, which cause
expensive and frustrating delays, extreme
centralisation of power and wastage of human
resources. Transparency and the involvement of
communities — “the grass roots” — are ways of
reducing opportunities for corruption.

2.3.2 Lack of political leadership

Solid waste management shortcomings and
problems are often very visible to the population,
and so are likely to generate reactions from
public and politicians. Private sector participation
is seen by some as a means of helping the rich
to become richer and as an opportunity for local
leaders to benefit from bribes. Therefore
essential activities in the preparation for private
sector involvement are (i) persuading political
and opinion leaders of the benefits of private
sector participation, and (i) implementing
measures that will be used to prevent abuses.

Box 2.6
Never support the contractor

For 12 years a company had a cleaning contract with the Urban Railway Authority. For the first ten
years the Head of the Authority was a very strong and business-oriented person and they had no
problems in their relationship. Recently, after the appointment of a new head, who is much weaker that
his predecessor, they started facing a problem:

One of the middle-ranking officers of the Authority suggested a different reading for the contract, which
resulted in penalty payments that were six times the previous levels — more than 60% of the monthly
payment due to the contractor. The contractor complained to the new head of the Authority who said
that he totally understood that this new interpretation was ridiculous, but that he could not and would
not do anything against it, for fear that he might be accused of wasting public money. He advised the
contractor that he should go to court or the Conflict Resolution Committee (the decisions of which are
not binding) because, first of all, he considered the initial interpretation of the contract to be correct, and
secondly because, according to the law, if a contract has been implemented by an agency for more
than 2 years in a certain way, this mode of implementation becomes the legal contract — known as "the
reality contract" (even if — which is not the case here. — this actual method of implementation differs
from the originally signed paper contract). Unfortunately the contractor cannot expect a clear decision
from lower courts (again perhaps because of the fear of being accused of corruption) and the case will
take years to reach the highest court, where a favourable ruling can be expected.

So, the lesson learned here is that the strength of the head of an authority and his readiness to take
decisions make all the difference — even with the same contract. Fear of accusations paralyses weaker
managers. (Excerpt from Case Study O in Part II).
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A policy of transparency must be maintained to
reassure public and politicians that the contractor
and public officials are not benefiting in any illegal
way, and that public money is being used wisely.
In many societies there is a real risk that these
important steps will not be taken, so that, sooner
or later, there is an outcry against private sector
participation and the parties concerned. A strong
negative reaction can poison the atmosphere for
many years, excluding the possibility of intro-
ducing a more carefully prepared — and therefore
potentially more successful — involvement of
private enterprise. It is important that politicians
are aware that thorough preparation for private
sector participation is essential, and that it will be
necessary to devote time and resources to
capacity development, and to be vigilant, in order
to ensure a successful outcome.

When introducing a new private sector system
into a complex urban community, there will surely
be times when the service does not meet certain
deadlines, or fails to satisfy the expectations of

some members of the community. At such times
political leaders must “hold a steady course” — not
being deflected or discouraged from steering
towards the objectives that they had set for
themselves and their contractor, even when there
is a storm of criticism or an undercurrent of
complaint. If the public have been involved in the
planning of the new system, and the service is
basically sound and is improving, the public
opposition will not last. Political leadership is also
needed to ensure that the rights of the private
sector, as defined in the contract and in law, are
upheld (Box 2.7).

Changes of political leadership may bring in
different concepts of private sector participation or
even a reversal in policy — the new leadership not
wishing to continue the relationship with the
private sector. If the contract (with support from
the judiciary) does not protect the contractor in
such a situation there may be internal conflicts,
and damage to confidence among waste
management contractors.

Cartoon 2.3  What shall we pay him this month?

reports of field inspectors, but on personal prejudices and inconsequential reasons.
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The contractor has submitted an invoice of $12,000 for the month’s work, but the Payments Committee is not
prepared to pay the full amount. If they did they might be accused of corruption, being bribed to favour the
contractor. So they find reasons to reduce the payment, based neither on contractual obligations nor on the
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Box 2.7
The power of an individual

Public-spirited and energetic leadership can
greatly facilitate the development of an effective
public-private partnership, but unfortunately the
opposite is also true. The unprofessional and
corrupt behaviour of one senior local govern-
ment official can sink any contractor into
bureaucratic nightmares. Such individuals can
develop their personal influence to such an
extent that even the higher-ranking decision-
makers have no power to stop them. This can
be a great obstacle to progress and improve-
ment. Strong, positive political leadership is
needed to neutralise such opposition.

Political will is needed to institute and collect the
appropriate user fees (such as charges payable
by households, commercial premises and
industries) since elected councils may oppose the
imposition or increase of charges for waste
management, arguing that there was no special
waste management charge before the advent of
private sector participation. If any shortfall in
revenue results from such opposition and is
passed on to the contractor as reduced payments,
the service may suffer, contractors may go
bankrupt or withdraw, and there may be few
bidders for similar work elsewhere.

2.3.3 Lack of capacity

New skills are needed when there is a change to
private sector involvement. From the development
of the strategy and basic concept (Chapter 3), and
the involvement of the public (Chapter 4), through
tendering (Chapter 5) and the development of the
contract (Chapter 6), the inception stage (Chapter
7), to the challenge of monitoring performance to
get the best possible service (Chapter 8), there is
the need for knowledge, skills and a backup
network of specialists. In some cases this
situation is aggravated by changes in organisa-
tional responsibility, typically that the organisation
that was the public sector provider of solid waste
services is not the organisation that is responsible
for arrangements with a new private sector
provider, so that the practical experience of the
former operator is not used to frame the
conditions for the new private sector service
provider. If such a change in institutional
responsibility has taken place, there is an even
greater need for capacity building and exchange
of experience.

2.3.4 Clash of cultures

There are real benefits to be derived from
involving foreign companies in service provision,
but there are also risks. The foreign company may
have a very different understanding of the role of
the contract — especially in defining the work that
is to be done and the administration of penalty
deductions (Section 6.1). Unless these differ-
ences in understanding are admitted, discussed
and resolved in some way, they can lead to a
downward spiral — penalty deductions which the
contractor did not expect leading to a reduced
service because of lack of income. This reduced
service leads to more penalties, and so the
downward process continues. Without a construc-
tive relationship of partners, the situation can
quickly deteriorate while claims taken to court are
delayed because of the general backlog of cases.
As this is happening, politicians and journalists
show no moderation in their attacks on the foreign
companies, which are said to be bleeding the
country by taking large profits (even if they are
making a loss) and taking jobs from local people
(even if they employ only two or three expatriates
as senior managers). The nationalistic, anti-
foreign tone is used these days by a minority of
politicians in many countries of the world.

Lack of local knowledge can also cause difficulties
and hostility, particularly for foreign contractors.
Successful approaches in solid waste manage-
ment depend on a good understanding of the
local situation, including cultural, socio-economic,
employment and geographical factors. A
contractor who has been very successful in
another country may not achieve good results in a
new situation if he does not pay enough attention
to local factors. (See also Section 5.3.1.)

2.3.5 Loss of control

If a powerful private company succeeds in
winning many long-term contracts, it may work
itself into a monopoly position so that there are no
alternative service providers. In such a situation it
becomes difficult for local government to control
costs and service standards or to offer an
alternative service.

Where waste is collected under franchise or
private subscription® agreements, it is difficult to
ensure that the collected waste is transported to
the authorised disposal location. Vigilant
monitoring of collection activities is required to

These terms are defined in Appendix 4.
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ensure that service providers do not dump their
loads illegally in order to save fuel and time.
There is also the possibility that private
subscription operators harass or pressure
residents in an unacceptable way into changing
their service provider.

2.3.6 Conditions of employment

In many countries municipal labourers have social
security benefits such as pensions, sick leave,
social insurance, and regular medical exami-
nations and vaccinations. When employed by a
private enterprise, they may have none of these,
and less security of employment. Waste manage-
ment contractors sometimes avoid obligations to
regular employees by hiring manual labourers for
only short periods, dismissing them before they
have been working for the company for long
enough to earn the status of a permanent
employee, with rights to annual paid leave,
medical insurance, and perhaps retirement or
severance pay. Casual labourers may be paid
wages that are equal to, or even less than, the
statutory minimum wage, and sweepers may be
required to replace worn equipment (such as
brooms) from their own pockets, thereby reducing
their actual income even further. In the long run
this exploitation may cause problems for the
contractor, through strikes, public outcry or labour
shortages.

A high turnover of staff, whether resulting from
company policy or for other reasons, increases
the number of employees who need training.
Unfortunately, in such circumstances, there may
be no training — for example in safe working
practices, health protection and in how to relate to
the public — for many of the staff. A high rate of
turnover among staff can result in low levels of
experience and local knowledge, leading to
inadequate and uneconomical services. Basic
health and safety training should be provided to
all manual labourers as a requirement of the
contract, but it is easier to make such a statement
than to enforce it.

2.3.7 Lack of flexibility

If contract conditions are rigid and without
provision for variations or additional work, there
may be problems in clearing up after unforeseen
occurrences such as high winds and floods, and
after shows, festivals and other events involving

large crowds. Situations of this kind result in the
need to move waste collection crews quickly to
particular areas and to work overtime, and if such
occurrences are not considered in the contract, it
may be difficult to respond to such emergencies.

2.3.8 Lack of acceptance by the public

Citizens are generally very aware of solid waste
collection systems, and their co-operation is of
great importance. Widespread objection to a
private company for any reason can cause major
difficulties if it induces an unwillingness to co-
operate, or a lack of respect for the contractor's
street containers (which can be easily damaged
by fire, vandalised in other ways, stolen or even
recycled).

The introduction of private sector participation in
solid waste management is often accompanied by
a change in the way that the service is paid for.
Typically a user charge is introduced. If public
opinion is not prepared carefully for this change,
resentment of or opposition to the fee may
develop into hostility towards the enterprise that
collects the waste.

2.4 The next step —and a warning

When the decision to involve the private sector
has been taken, the next step is to consider how it
should be done. How should the decision be
implemented — by edict or encouragement? What
are the needs in terms of training, capacity
building and research? What are the options and
how should the best option be selected? How can
the risks be minimised? The next chapters will
help with answering these questions.

Some of the points mentioned in the later
chapters of this book mention unfortunate
experiences and unforeseen difficulties. They may
give the impression that private sector
participation is a very risky business, often leading
to disaster. These accounts of difficulties that
have been experienced are intended to act as
warnings to both parties of specific problems that
may arise, so that the likelihood of a particular
problem occurring can be ascertained and steps
can be taken to avoid possible traps. These
warnings should not turn the reader away from
any consideration of private sector participation.
There are certainly cases of very difficult
relationships, but there are also many examples
of sustainable private sector involvement.
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3. Preparing to involve the private sector

The goal of both sides should be to develop a win-win relationship, the public side benefiting from
sustainable, satisfactory and affordable services, and the private side benefiting from a reasonable
profit, valuable experience and stable work.

This chapter reviews the preparations that are needed in order to define the form that the involvement of
the private sector might take. These steps should be followed thoroughly before starting to write the
tender documents. There is a very wide range of options, from which the most appropriate measures
should be selected. Instances in which this preparation stage have been rushed underline the importance
of developing a clear and comprehensive strategy before reaching out to the private sector. The time
needed for this stage is often seriously underestimated.
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3.1 Preparing public sector staff

In most cases the staff of local government units
will need to acquire many new skills before they
are able to work effectively with a private sector
service provider. However, before considering the
need for any skill, it is important to consider the
question of will — why should the local government
administrators be interested in making radical
changes to their method of working, bearing in
mind all the extra work involved? And why take
the risk of involving the private sector? Do
government officials want to work hard to ensure
that the experiment of involving private
enterprises has the best possible chance of
success?

If the decision to involve the private sector has
been taken at a high level, it is probable that the
people responsible for implementing the decision
do not understand and appreciate the reasons
why this decision was made, and so their efforts
may be half-hearted. If they believe the decision
to be wrong they may even wish to see their
scepticism vindicated by an unsuccessful
programme. The enthusiasm and support of
management at all levels are important, and steps
should be taken to develop them. Provided that
the officials are concerned with improving the
living conditions in their cities and serving their
citizens well, this objective may be achieved by
means of

m  presentations of the benefits of private sector
involvement, with opportunities for frank
discussion and unrestricted questioning,

m data and information from similar situations
showing the benefits that have accrued from
the inputs of the private sector, and

m visits to similar communities where the
private sector has been successfully inte-
grated.

In provincial Peru, the first step for many
communities was to listen to presentations on
private sector participation that were offered by a
national agency with some international support
(Case Study B in Part Il). In this case the national-
level support for private sector participation did
not result in an instruction that all cities should
involve the private sector, but instead an agency
was commissioned to promote the idea, thereby
encouraging local leaders to make their own
decisions.

When local administrations are persuaded that it
is a good idea that the private sector be involved

in providing solid waste management services, it
is then time to consider how to provide the
relevant knowledge and develop the necessary
skills.

The local government side has a very important
role in a partnership with the private sector. The
task of the public sector includes data collection
and setting of objectives, leading to the prepara-
tion of comprehensive, specific and detailed
tender documents. By the end of the tendering
stage a contractor should be chosen according to
his ability to provide defined services at an
affordable cost, and the contract conditions
should be clearly understood. By means of the
contract — and the enforcement of the conditions
of the contract — local government staff must
ensure that service standards are met, that costs
are controlled and that the environment is
protected. The goal should be to develop a win-
win relationship with the contractor, the public
side benefiting from sustainable, satisfactory and
affordable services, and the private side
benefiting from a reasonable profit, valuable
experience and stable work. There is often the
necessity for setting up and operating a fee
collection system that will provide enough
revenue to fund the service.

Another important component is the promotion of
public awareness and participation. Many admini-
strations think only in terms of top-down planning
and enforcement of laws, but these approaches
are not enough for the process of making
improvements in solid waste management. Public
sector officials often have no experience of inter-
acting with the public and do not believe that such
interaction is necessary.

The role of local government in private sector
participation is not a simple one, and too often
municipalities do not prepare themselves suffi-
ciently for the part they must play in the partner-
ship. The goal is attainable, but the road to this
goal needs discipline, knowledge and experience.

It appears that the knowledge is the easiest of
these three. Training courses are the conventional
answer to the need for knowledge and it is
commonly believed that a few weeks of training
will provide what is needed. However, there are
weaknesses in the training approach which must
be countered.

In many cases, training may be only of long-term
benefit, since the impact may not be felt until the
trained officials reach senior positions, provided
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that they are reminded often enough of what they
have studied (so that it has not all been forgotten).
The most senior officials may not be willing to
attend any training events between the opening
and closing ceremonies. The best way to transmit
new ideas to senior officials may be by personal
contact with other persons of similar seniority,
through innovative and attractive multimedia
presentations, and during high profile seminars at
luxurious venues. “Study tours” to overseas
destinations may have a positive impact, provided
that all accommodation, catering, free time and
financial arrangements meet with the approval of
the participants, but there is always the risk that
only the sophisticated technology is remembered,
and that attempts to present ideas, procedures
and norms are quickly forgotten. The eye seems
to be more closely linked to the memory than the
ear; what is seen is remembered, what is heard is
easily forgotten. Since the important decisions are
made by the most senior managers — and many
government institutions are very centralised,
leaving little responsibility to any employee below
the top three or four officials — it is very important
to find ways of influencing the leaders. In order to
have an impact on decision-making, personal
relationships are paramount. Box 3.1 continues
with this theme.

Training takes more time than is often allowed,
and needs repetition and practice. A useful
training experience can be provided by sending
government staff to work alongside private sector
staff for a period of weeks, in order to gain a
practical understanding of solid waste manage-
ment. This would help in the defining of work and
the development of monitoring procedures, and
help public sector staff to understand better the
difficulties that waste management staff face each
day.

The training of monitoring staff is a vital part of
preparation for private sector participation, and
will be discussed more in Chapter 8 and in Case
Study L in Part Il

It was suggested in an earlier paragraph that the
process of growing into this new role for the public
sector would also need discipline and experience,
in addition to training. Discipline depends heavily
on political will, a set of priorities and the
transmission of a vision of how the relationships
should operate. Standards for transparency and
integrity should be set and respected. Experience
is also hard to find in many situations; experience
in others should be sought and listened to.

Different local government units may have used
different approaches and there certainly is a great
benefit in learning from their experiences. It is a
real advantage when public administrations work
together in a spirit of openness and co-operation,
rather than working in isolation with an attitude of
competition and secretiveness. It is reasonable
also to expect that the capacities of local
governments can be strengthened by assistance
from outside, with the help of experts in
contracting, public awareness and monitoring. It is
very important to be prepared to admit a need for
assistance and to listen to others who can pass
on experience and suggest issues for considera-
tion.

Box 3.1
Influencing decisions

A team of experts was assisting a local
government agency to contract out waste
management services. The experts worked
together intensively with the solid waste
management agency to enable its senior and
middle management to understand the tender
documents and the issues that they would need
to master in order to work together effectively
with the contractor. The time required for this
process was measured in weeks, not days.
Unfortunately, the senior decision-makers were
willing neither to devote even five percent of
this time to understanding their responsibilities,
nor to delegate decisions to the trained
managers. In the hierarchical culture of many
local administrations it is very difficult to
improve the quality of the decisions that shape
the relationships between public and private
sectors.

It is often said regarding training — “You can
lead a horse to water, but you cannot force it to
drink” — meaning that it is impossible to train
someone that does not want to learn, even if
they take part in a course. In the case of
mayors and senior decision-makers, it is
sometimes impossible even to lead them to the
water.

Mistakes can be expensive. Contracts are mostly
for long periods, and -capital investment is
considerable, so both failure and excessive cost
must be avoided. Resources invested into
capacity development may enable a client to save
many times this investment by avoiding expensive
mistakes.
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3.2 Finding the needed expertise

Who and where are the experts? To whom does a
national administration turn when it needs expert
guidance in the formulation of a national solid
waste management policy or strategy? Who can
be asked to provide specialised advice when
tender documents are being prepared? In some
cultures it is normal to turn to university
professors, because it is assumed that they have
superior knowledge and understanding. Whilst
universities may be the best source of experts to
consult for advice on the current legislation and
contract law, or for guidance in the preparation of
a social survey, professors of sanitary engineering
may not be the best people to contact regarding
issues of contracting in solid waste management.®
Unfortunately the best resource people may have
a much lower social status and so be by-passed.

Solid waste management is often regarded as an
aspect of environmental science, and courses on
the subject often specialise in the scientific
aspects of the subject, such as the microbiological
processes that occur in a sanitary landfill, or
combustion reactions in an incinerator. Professors
who teach solid waste management may be
experts in interesting and innovative methods of
treating or recycling wastes, even if these
processes have almost no practical application
anywhere in the world.

Some university teachers are very aware of the
conceptual arguments but not all understand
practical realities. (Box 3.2 gives an example of
one professor’'s views, and his views are not
uncommon among people with an interest in solid
waste  management, but little  practical
experience.) Much of their information may come
from textbooks and research journals. They
occupy themselves with research that is
academically respectable and appreciated by the
editors of scientific publications. (Of course, there
are exceptions to this rule, but rarely are they
found in low- and middle-income countries.)
Academics who fit this description are not suited
to advise on issues of contract preparation and
administration for street sweeping and solid waste
collection services. Unfortunately, too often they
are the ones who are consulted.

There are two categories of people who are much
better suited to participating (as equal members of
a team) in the development of measures for the

6 The writer was a university teacher for 15 years.

involvement of private companies in solid waste
management.

The first category comprises managers of solid
waste services who have been working in the
field, with a degree of success, for some years
and who have practical experience of operating
vehicle fleets, managing large workforces, and
working together with the general public and with
municipal leaders. In many aspects, a contract
needs to be precise and practical, and so practical
people need to be involved in the preparations for
the involvement of the private sector.
Unfortunately, even if such people are included in
a team, they may be ignored or overruled by
academics and administrators who have a higher
social status and a more persuasive debating
style.

Solid waste management specialists with
experience of private sector participation in other
countries or regions should also be involved. It is
true that there are many local factors that must be
considered in the preparation of tender
documents and monitoring systems, and
specialists who are not familiar with a particular
country need guidance from other members of the
team regarding the local situation, especially
social and political aspects. However, much can
be learned from experts who have successfully
introduced the private sector into waste
management in other countries. There may be
opposition to including such people on a team
because:

m there may be a shyness or reluctance to
expose local difficulties to outsiders, perhaps
because of what they might think or say to
their friends;

m there may be a feeling of national pride which
leads to the belief that all problems can be
solved with national expertise and without the
need to ask for help from outside;

m  there may be the fear that foreign experts will
pass on ‘“inside” information to compatriots
who are planning to bid for the work that is
being prepared, so that these bidders will
have an unfair advantage;

m there may have been bad previous
experiences with external advisors, who have
been dogmatic, arrogant, incompetent or
unwilling to consider local factors, or because

m the fees requested by external consultants
may appear too high (although potential
savings may be several orders of magnitude
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greater than the consultant’s fee if expensive
mistakes are avoided).

The decisions made in the early stages of
preparation can have long-term repercussions.
Firstly, because the duration of a contract may be
for many years, any weakness in the contact may
persist for this time. Secondly, if the involvement
of the private sector ends in failure and hostility, it
may be a decade or more until private companies
or local administrations are willing to consider
once more the option of forming a partnership.

It is important that there is practical experience of
solid waste management in the teams that
prepare tender and contract documents and that
oversee the work of the contractor. This practical
experience will enable the local government
officials to understand what can reasonably be
expected from the contractor. This experience is
lacking when the local government agency has
not already itself provided a satisfactory service. It

was also lacking in a particular case when the
level of local government that had been operating
solid waste management services — the
municipalities — was excluded from dealing with
the contractors, because contracts were prepared
and managed by a higher tier of local
government, which had had no experience of
running waste management services.

A consultant may be engaged to undertake the
necessary preparatory work. Case Study | in Part
Il describes a case in which a consultant was
hired to identify and evaluate options for private
sector participation and to assist with the
tendering process. The consultant's team
included financial, legal and social expertise and
attached a high importance to informing
stakeholders and listening to their concerns and
viewpoints. The same consultant was called back
four years later to review progress and
achievements. It is clearly important to verify that

the consultant actually has the expertise that he
claims to have.

Box 3.2
It is a good idea, but . . .

In a region where most of the solid waste was being disposed onto uncontrolled dumps, workshop
participants were considering how to promote the introduction of sanitary landfills that would stop the
pollution of groundwater resources. A senior university professor argued vigorously that efforts should
be focused on recycling and composting, not on sanitary landfilling. Whilst the concepts of his
arguments were valid — the difficulty of finding landfill space, the desirability of reusing resources and
the need of soil for organic matter — the realities of the situation suggested that landfills were urgently
needed. In this medium-income country probably less than one percent of the municipal solid waste
was being recycled. It would probably not be possible to increase this to even 50% within ten years. All
the waste that is not recycled would need to be landfilled. (Based on past performance, the increase in
the fraction recycled would probably not grow at a rate anything like this.) The professor seemed to
ignore the problems that have plagued large-scale composting for decades. Landfills would be needed
for the foreseeable future. Certainly, strenuous efforts should be made to reduce the quantities of
waste going for disposal, but experience suggested that even the most successful efforts would take
years to have a major impact. Even if the success of measures to promote recycling met with
unprecedented success, there would still be a need for a landfill.

He also seemed to be unaware that formal sector recycling can be a very expensive business, and that
it is often better to leave it to the informal sector (albeit with support, such as that described in Case
Studies T and W). Germany has one of the world’s most advanced formal sector waste recycling
programmes, and yet a German contributor categorically advises local governments in low-income
countries to leave recycling to the informal sector (N4 in Part Il). Section 3.6.1b discusses further why
recovery of recyclable materials is best done by small enterprises in low-income countries.

The professor’'s long-term vision and logic were admirable, but his advice was not helpful in the
practical context of waste management. Recycling is of great interest to many, but it is not yet a
comprehensive alternative to effective waste collection and disposal. As we seek to promote sustain-
able and affordable resource recovery, we must ensure that there is a satisfactory destination for every
truckload of unwanted waste that leaves our cities each day.
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The cost of hiring a consultant is considerable,
though when compared to the expenditure on
services over the duration of a contract, the fees
of the consultant do not appear so large, and a
good consultant can save a client large sums of
money that might otherwise be wasted in bad
contractual arrangements. It may be possible to
reduce the fee of the consultant by using in-house
personnel to collect much of the data, under the
supervision of an experienced local consultant.

Whilst it is important for a local administration to
feel a strong sense of ownership and respon-
sibility for its own private sector participation
initiatives, it is not reasonable to expect that every
city can have all the expertise needed to prepare
tender documents, contracts and arrangements
for monitoring performance. One option for
supplying this need for expertise is to engage
competent consultants. Another is for a national
public organisation (such as a relevant ministry) to
develop a pool of experts who can be seconded
to cities and municipalities which are preparing for
private sector involvement.

A national ministry has taken some steps towards
developing an indigenous source of expertise by
setting up a solid waste management unit, to
provide advice on private sector participation.
Newly recruited young members of this unit are
being given a broad theoretical grounding in the
wide range of solid waste management topics, but
are also being sent out to work alongside waste
management contractors and NGOs, and to
investigate the perceptions of the public, because
text book knowledge alone is not enough. Further
training and confidence will come as they work
alongside more experienced colleagues. It is
unfortunate that, for some years to come, they will
be handicapped by their youth; in a society where
seniority is greatly respected, these young and
motivated trainees may have difficulty in being
heard.

Case Study B describes how a national agency
and external technical co-operation support
assisted the process of private sector involvement
by informing officials and advising in the
preparations of the various stages. A consultant
was later engaged to assist with technical issues.

3.3 Reviewing legislation

Before more specific preparations for involving the
private sector can start, it is advisable to review
existing contract law and practice.

In places where there has been little experience
of government entering into service contracts
(such as street sweeping and waste collection),
contract law may be suited only to construction
contracts which

m  are for shorter periods,

m are measured and monitored in different
ways,

m  do not involve the general public,

m can be halted in the case of disputes and
later resumed without major impacts apart
from the delay, and

m rely largely on temporary labour forces.

When such law and practice is applied to service
contracts there can be a variety of unforeseen
difficulties related to the points just mentioned.
New arrangements and mechanisms may be
needed. Since many laws and regulations relating
to tendering procedures are concerned with
preventing corruption, it can be particularly difficult
to amend or suspend them.

Some of the issues that need to be considered
are:

m  The right to provide a public service: In
some countries the legislation does not
foresee that certain public services (such as
solid waste management and water supply)
can be provided by the private sector. In
such cases the legislation must be amended
before the private sector can become
involved.

m  Licensing: If plans are developed to license
enterprises to collect, transport, recycle or
dispose of waste, it may be necessary to
include enabling clauses in the legislation.

m  Special wastes: There may be particular
regulations regarding the handling of special
wastes (such as wastewater sludges,
hazardous industrial wastes and hazardous
healthcare wastes). It is also important that
the definitions of such wastes in the contracts
are the same as the definitions used in
legislation.

m  Collection of fees: Legislation must allow the
proposed method of collection of fees for a
solid waste management service — for
example, if fees are to be collected by the
private sector service provider or collected in
conjunction with another service (such as
water supply or electricity).

28



3. Preparing to involve the private sector

Revisions to enable small enterprises to
participate: Contract requirements and laws
are often designed for contracts with large
companies and are not suited to the needs of
small labour-intensive tasks that could be
carried out by small enterprises. Require-
ments for bonds may not be appropriate for
certain types of contract, and insistence on
bank accounts, tax status and experience
may also, for some purposes, be considered
to be unnecessary barriers. (See Haan et al.
1998)

Restrictions on contract duration: If there are
regulations that limit the length of contracts to
periods that are unsuitable for waste
management, these regulations will need to
be changed (see Section 3.4.6).

Cross-boundary arrangements: For the sake
of financial efficiency or environmental
protection, or because of public opposition, it
may be necessary to transport waste for
disposal in a neighbouring administrative
area. In such cases there must be provisions
in law for honouring such agreements and
compensation for the host region.

Taxes and customs duties: Private enter-
prises that provide public services such as
solid waste management may be given
special tax privileges in order to encourage
them to become involved in solid waste
management and other public services.

Charges and social security payments: Some
contractors have been surprised by
unexpected demands for payments. In one
case contractors learned, after starting their
service, that they were required to pay a
significant stamp duty on cheques that they
received, and that they were also responsible
for paying considerable social security fees,
the magnitude of which was subject to
negotiation and therefore apparently unpre-
dictable. In same cases, the bidders were not
aware of these deductions during the
tendering process, and so did not make
allowance for them when calculating their bid
prices. A full investigation — during prepa-
ration of the proposal — of the law relating to
such charges is therefore advisable.

Transfer of vehicles and personnel:
Changes to the law may be required to allow
local government to sell or lease their
vehicles to a private enterprise and to enable
them to change the status of government

employees who will be transferred to
contractors. (Vehicles provided to public
administrations by donors may be subject to
restrictions on transfer to the private sector.)

Labour laws: Solid waste management may
be considered as a permanent occupation
(because it is not just meeting a temporary
need) so labour laws may oblige that
labourers be taken on as permanent
employees — a serious liability for a munici-
pality trying to reduce its direct labour force
or a contractor with a limited contract and
who wishes to be free to dismiss less
effective employees. (Mihsill et al. 1997)

Establishing monitoring and enforcement
capacity: Enabling legislation may be needed
to allow local government to establish an
agency to monitor the performance of private
sector service providers and to enforce fines
or other sanctions.

Environmental standards: The tender docu-
ments and contracts will need to refer to
current  environmental standards (and
anticipated revisions) when specifying the
performance required of the contractor.
(Examples are the permeability of the
material used for landfill liners and the quality
standards for the flue gas from an
incinerator.) In exceptional cases it may be
justifiable to impose a standard that is higher
than existing requirements. For this purpose
a short input from a competent environmental
specialist is desirable.

Opportunities for foreign companies: Whilst
the long-term aim must be to develop
indigenous capacity, there may be short- and
medium-term advantages in encouraging
international companies to participate. If this
is the case, it may be worthwhile to review
regulations regarding the opportunities open
to foreign firms, requirements to register
locally and form joint ventures with local
companies, and restrictions on repatriation of
funds. Responsible agencies and ministries
should be identified. The formation of a
locally registered enterprise may be subject
to some requirements which appear
unnecessary, and the process of registration
may involve long delays and numerous
requests for informal payments. Partnership
with well-connected nationals can be a great
asset at this stage, though such people may
not be so effective in the day-to-day
operations of solid waste management. The
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importance of accurate translation of legal
terms cannot be overemphasised, and
quality control of key translations is recom-
mended.

m  Limitations on market share: In order to
prevent monopolies it may be necessary to
enact legislation that limits the number of
contracts that one enterprise or family can
have. It may also be appropriate to review
legislation that prohibits cartels.

m  Transparency, availability of information:
Solid waste disposal can generate intense
public opposition. Such opposition can be
fuelled by secrecy. Therefore, consideration
should be given to ways in which information
related to financial and environmental issues
could be made available to the public.

It is clearly important that the legal framework is
conducive to private sector participation, but this
alone is not enough. It is also important that the
enforcement agencies and courts uphold the law
(particularly in terms of resolving disputes,
honouring contracts and financial matters).
However, there are also many other factors that
can affect the feasibility of private sector
participation, as Case Study P illustrates.

3.4 Using objectives to select the best
approach

3.4.1 The importance of setting objectives

There are many ways in which the private sector
can be involved in solid waste management, and
the selection of the most appropriate arrange-
ments should be made only after widespread
consultation and careful deliberation.

Unfortunately, there are too many examples of
little or no consideration having been given to the
selection of the most suitable arrangements, in
the rush to involve the private sector. Perhaps the
decisions were made at a high level by officials
with little knowledge and experience of the great
variety of possible options and the factors that
favour the best arrangements. Since the contracts
chosen in this impatient way may run for 15 years
or more, the consequences of a hasty and unwise
decision can be very expensive.

Decisions regarding the contractual mechanisms
and arrangements should be made on the basis
of agreed objectives. Different objectives lead to
very different contracts. Before making any
decisions about involving the private sector it is
wise to ask oneself “Why am | considering

involving the private sector?” and “What benefits
do | expect to get by involving the private
sector?”. It is even wiser to assemble a group of
stakeholders and ask them these questions.

In choosing from the wide range of options for
private sector involvement, the following con-
siderations should be kept in mind:

m the reasons why private sector participation
is being proposed;

m the available expertise in operating solid
waste management systems and in running
service contracts;

B any objectives relating to the development of
the solid waste management sector;

m the available financial resources;
m |ocal socio-economic conditions.

Section 2.1 has suggested reasons why local
authorities may be interested in involving the
private sector. Identification of the most influential
reasons leads to the key factors that must be kept
in mind as the tendering documents are being
prepared. For example, if one of the main reasons
is to improve waste disposal (landfilling) practices
by engaging a firm with proven expertise and a
good international reputation, it may be
appropriate to seek a contractual relationship only
for waste disposal, with a strong component of
capacity building, rather than a comprehensive
project that also includes waste collection and
street sweeping. If recycling is regarded as
important, the contract should be written
accordingly.

If a local authority has not been able to offer a
satisfactory service itself, it will have difficulty in
making satisfactory arrangements for private
sector participation. Important data will be
missing, and the experience necessary to monitor
the service provider will not be available. It will be
very difficult to estimate a reasonable price for the
job. In such a situation it is preferable to start with
a short-term management contract, preferably of
limited geographical extent, in order to learn
valuable lessons. This approach was used for
upgrading landfills and preparing for long-term
waste disposal contracts in St Lucia.’

It should generally be the long-term aim to
develop local capacity, usually of both the private
sector service providers and the public sector

The contract for this preparation stage can be found in
Part V of Cointreau-Levine (2000) and is on the CD.
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contract management and monitoring team. This
objective influences the selection of partners and
design of the contract. In any solid waste
management system, the most important compo-
nent is the people (especially the managers and
the supervisors). Any private enterprise must
ensure that its employees work productively, and
so they must be well trained. Even if a contractor
is from another country or region, there can be
many opportunities for local people to be trained.
An international enterprise may use permanent
staff from its head office for the most senior
management positions, but other posts are
usually filled by local staff, and these local staff
are given the training they need to do their work,
so that the reservoir of knowledge and experience
of the country is increased.

An example of a contract that was specifically
structured to build local capacity is given in Box
3.3.

Box 3.3
Building local capacity

An interesting model for training local people
has been developed in South Africa. The “Billy
Hattingh” model uses a three-party contract for
setting up community-based waste manage-
ment systems in small towns. The three parties
are (i) the client (local government), (ii) the
service provider (an enterprise formed for this
purpose from previously unemployed members
of the community) and (i) a consultant (or
mentor, who administers the investments and
provides guidance and training for the service
provider, gradually phasing out the input as the
service provider develops skills and gains
experience). Incorporating capacity building
into the formal contractual arrangements in this
way is a very effective tool for training the local
private sector. (Lombard and McPherson,
2003)

The private sector may be called in to provide
capital and expertise for the development of
facilities — for example under a Build, Operate,
Transfer (BOT) concession arrangement. (There
is a range of possible types of concession
agreement.) Before the tender document is
prepared, these objectives and mechanisms
should be decided upon.

Poverty alleviation and the rate of unemployment
among unskilled labour may be seen as key
socio-economic and political considerations. Solid

waste management allows a range of methods for
many tasks, from the labour-intensive to the
capital-intensive. Whereas a contractor from an
industrialised country may prefer mechanised
methods with which he is familiar, labour-intensive
methods may be financially competitive and
socially advantageous. The tender documents in
such a situation may indicate a preference for
labour-intensive methods or small, labour-
intensive enterprises.

The current and preferred roles of the informal
sector (often already intensively involved in
primary collection and recycling) are another
important consideration, and objectives need to
be defined — whether informal sector workers
should be excluded from participating in waste
collection, integrated into the service, or allowed
or encouraged to compete in the tendering
process. If a new collection service is being
planned, it may create conflict with existing
informal sector activities. In such cases there may
be three options:

m  toignore the informal sector and operate as if
their activities do not exist;

m to attempt to find ways to stop the
involvement of the informal sector, either by
modifying operational proposals (by selecting
different methods or equipment, or by
changing schedules) or by means of police
enforcement or

m to deliberately incorporate the informal sector
into the service.

Case Study W describes a case in which a
municipality invested in the development of
informal sector recycling, and Case Study S
describes measures that were taken by a
contractor to include informal sector individuals in
its workforce. This issue is discussed in more
detail in Section 3.4.5.

3.4.2 Balanced partnerships — an operational
objective

The relationship between government and the
private sector should be seen as a partnership. It
should be a win-win partnership in which both
private and public sectors derive benefits. Too
often the relationship appears to be that of
adversaries, each trying to cheat, exploit or
dominate the other. It should be a balanced
partnership. This point is illustrated in Cartoons
3.1 and 3.2. One of the objectives of the whole
process should be to set up and maintain a
relationship between public and private sector
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partners that is sustainable and effective because
it takes account of the needs and responsibilities
of both sides.

Municipality dominating

Cartoon 3.1 shows the mayor (representing the
local government authority or municipality that is
responsible for providing or organising a waste
collection service) and the leader of a small
enterprise. If the municipality side of the partner-
ship is so powerful and authoritarian that it does
not pay attention to the concerns and needs of the
small enterprise, but regards the enterprise as a
servant without rights and ignores agreed
contractual arrangements, then it is likely that the
partnership will not last long. The cartoon shows
the mayor dominating to such an extent that the
boat does not go in a straight line. In the end, both
suffer.

There are many ways in which local government
may have undue power over the private sector

service provider, even if the enterprise is large.
For example, the local administration may ignore
the procedures in the contract for imposing
penalties on the contractor, and deduct fines in a
way that weakens the contractor and produces no
positive result. The contractor can dispute the
penalty, but legal processes, and even arbitration,
can take a long time to reach a decision. (In one
case a contractor expects arbitrators to deliberate
for twelve months before announcing their
conclusions.) Contracts should specify penalty
mechanisms very clearly and provide access for
both sides to an effective and speedy means of
resolution of disputes, with full financial
compensation to the contractor in the event that
unlawful penalties have been deducted from
monthly payments.

Both sides should have duties and obligations, as
well as rights. Both sides should be liable to
penalties if they do not fulfil their obligations.

Cartoon 3.1 An unbalanced partnership — domination by local government

In this case the public sector client is much more powerful than the small private contractor, with the result that
the boat moves off course towards failure, because the private enterprise may be wrecked by late payments and

heavy penalties.
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Another example of how a large contractor is in a
weak position is that if, in a particular country,
payments are not made by the contractor to
government agencies according to demands, all
payments to the contractor, and even bank
accounts, can be frozen. In such a situation, with
long delays to any appeals, the contractor is in a
weak position.

Just as the rowing boat causes both occupants to
suffer if it goes off course, so both parties suffer
from domineering behaviour from the client. In
response to excessive penalties, bidders at the

next tender stage will increase their prices to
allow for such penalties (as in Case Study O) and
the number of bidders for subsequent or similar
contracts will reduce, perhaps drastically, if the
client develops a bad reputation.

If a number of small enterprises are involved, the
municipal side could be required to appoint a
suitable officer to work closely together with the
enterprises. Alternatively, if small enterprises can
form a co-operative or joint negotiating team, and
the municipality is required to recognise this
group, than a balance can be achieved.
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Cartoon 3.2 Balanced and unbalanced partnerships

On the right, the dominance of the public client can lead to the ruin of the enterprise. On the left the powerful and
experienced private contractor can so dominate public sector clients that an unhealthy monopoly results. In the
middle is a balanced partnership with both partners working together to achieve the goal that both desire —
sustainable services.

multinational company — and if the municipality
has little experience in dealing with such
companies, and poor legal advice, the partnership
may head towards a monopoly situation where
the public sector has no choice but to accept what
the private company does and demands. This is
compounded if one company is awarded all
contracts or if it buys out all the other contractors
in the waste management sector. Contractual

Powerful companies

Cartoon 3.2 also shows, on the right, the
dominating local authority rowing the boat away
from the destination — sustainable services —
towards the area where there are many wrecked
enterprises. On the left it shows the opposite
problem, where the private sector dominates. If
the private sector is very strong — such as a large
company with powerful political connections, or a
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arrangements should therefore divide up the work
between independent firms and restrict the
number of contracts that one firm — or association
of firms — can bid for.

If a contractor has a monopoly in a particular
activity, he can control the price that he charges
for the service and it is very difficult for the
government to influence the standards of
operation. Landfill operators often have a
monopoly in a particular area so it may be
necessary to control the gate fees that they can
charge and limit the number of landfills that they
can operate nationally.

Fortunately, there is a middle way. Balanced
partnerships — in which each side has obligations
to the other and neither side dominates — are
needed to reach the goal of sustainable services.

An illustration of the failure to achieve a balanced
partnership is provided by the informal use of the
term “submissive contract” in one particular
context. This is used to describe a contractual
arrangement in which the private sector “partner”
submits to the wishes and whims of the client,
whether or not they are included in the contract.
The contractor is described as a slave of the
client. In such arrangements the final payment
due to the contractor may never be made.

3.4.3 Who should be the client?

In many cases it may be clear who will be the
client, but there are contracts in operation at the
time of writing for which several individuals or
bodies each regard themselves as the client —
irrespective of who actually signed the contract —
and try to give orders to, and impose penalties on,
the contractor.

In many cases there can be several options for
the client role, as is suggested in Figure 3.1. In
some major cities there are development
corporations which fulfii many of the roles of
municipalities in newly-developed districts, and in
such cases either the development corporation or
the municipality could be the client. Sometimes
street cleaning and waste collection are the
responsibilities of municipal or district administra-
tions and transfer and disposal are the
responsibility of regional organisations.

Associations are often formed by a number of
neighbouring urban administrations — typically
around a capital city where nearby towns have
expanded until they coalesced into one con-
tiguous metropolitan area. There are often good

reasons why one landfill should serve several
urban or regional authorities — often the inner
municipalities have no land for waste disposal,
and so must join together with peripheral
municipalities for this purpose. In other cases
municipalities may join together to benefit from
economies of scale or to enable them to hire
experts. In such cases should one of the
constituent authorities act as client, representing
the others, or should all the authorities jointly sign
the contract, or should a new umbrella
organisation be formed to act as client? (This type
of inter-municipal union may not be advisable in
some political environments because of the risk
that one or more parties may pull out of the
partnership for personal or political reasons,
leaving the others with debts that they cannot pay
and facilities and capacity that are more than they
need.)

Consideration should be given to penalties that
would be imposed on any of the contributing
organisations if it wishes to withdraw from the
arrangement, and to how the contractor or
concessionaire would be compensated if the
amount of waste to be hauled and disposed of is
reduced because of the withdrawal of one of the
client parties.) Germany has had many positive
experiences of commercialised utilities and
associations of municipalities, and information
about some of them can be found in Case Studies
N. Case Studies D and H describe other
successful experiences in inter-municipal co-
operation.

Another factor in the selection of the client is
access to funds — to loans and grants for
financing capital expenses in a service contract,
and to recurrent funds, with control over the
amount that can be paid to the service provider
and over the timing of payments, so that the
contractor is paid regularly and on time. The
organisation that is selected should have the
financial and administrative capacity to fulfil the
obligations of the client.

3.4.4 The service provider — options and
mechanisms

There are many ways of involving the private
sector, and even of defining the private sector
(Section 1.1). There are conventional, registered
enterprises of various forms, of a range of sizes
and with or without international links. They may
participate in many different ways, from offering a
complete waste management service, including
public education and fee collection, to providing
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one or more narrowly defined services (according
to the particular need or according to the
specialisation, size or resources of the service
provider[s]).

There are enterprises which are wholly or partly
owned by government, but if they operate
according to commercial principles and are
autonomous financially and in decision-making,
may be classified as private sector for some

purposes since they have many features of a
private company, and may be considered as an
alternative to a private enterprise (Box 2.2).
Government-owned enterprises of this sort are
often referred to as commercialised utilities, and
may either provide some or all of the waste
management services themselves, or subcontract
and supervise private companies to provide the
services.

Options for the Options for the Options for the
CLIENT MECHANISM SERVICE PROVIDER

Municipality . . — ] Management contract Public utility (commercialised)
Regional authority EE Service contract T 7T "7 Local enterprise
Association of authorities \ Franchise International enterprise
Development authority \\ Lease |, Joint venture
Public utility \\ =+ COoNCeSSiON = = = = = — - -7 ’ NGO (non-governmental)
Private sector Licence (Open competition) CBO (community-based)
Individual generator

Figure 3.1 Institutional options

A wide range of options and combinations is available. As examples, this diagram shows a municipality awarding

a service contract to a local enterprise and an association

of authorities (perhaps in a metropolitan urban area)

granting a concession to a joint venture (which might consist of a public organisation and a private enterprise or a

local enterprise and an international enterprise).

The managers of commercialised utilities should
have full control of their human, physical and
financial resources and not be dependent on
subsidies or allocations from local government
budgets. Instead they are required to raise their
own income by charging fees for the services they
provide. A commercialised unit could not survive
in some local government contexts, because it is
essential that the local government administrators
and political leaders respect the autonomy of the
commercialised unit, by not taking money from
the unit, by not interfering in management
decisions and by not interfering in the payment of
fees when they are due. Some municipalities and
local administrations cannot be expected to
exercise this degree of self-discipline. When
commercialised utilities cannot make major
decisions themselves and are very little different
from a municipal department, their performance is
likely to be similar to that of a municipal
department (see Case Study F in Part Il). The
inspection and monitoring of commercialised units

is often not carefully considered; sometimes no
staff who are capable of monitoring are left in the
public sector when the utility is formed by the
transfer of all staff with any waste management
experience (Case Study F), and it is difficult for
local government to impose penalties on an
agency which may still be regarded as an arm of
local government.

There are many options for joint ventures. These
may be alliances of public and private sector
entities, or of various types of private sector
organisation. They often comprise a local partner
and an international partner. This possibility is in
addition to the subcontracting of enterprises for
particular purposes.

Not-for-profit NGOs, residents’ associations and
village development associations (also known as
community-based organisations — CBOs) may
also be considered to be in the private sector. Box
3.4 mentions three different arrangements for
street sweeping that were used in one town, two
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of which could be described as “private sector”.
Case Study U describes the work of an NGO in
Delhi. In many locations NGOs have been
successful in implementing decentralised inte-
grated waste management schemes in which
much of the waste is processed locally, thereby
dramatically reducing transport costs. However,
as Case Study V suggests, such arrangements
may often not be very durable.

Box 3.4
Three systems for sweeping streets
Rajkot (Gujarat, India) assessed three

arrangements for street sweeping by operating
them in parallel. They were (i) direct labour
(using the municipal workforce), (ii) contractors,
and (iii) a service operated by housing
associations within their respective areas and
subsidised by the municipal authorities. (Mihsill
et al., 1997)

Box 3.5 describes an innovative approach to
beach cleaning, and illustrates how an NGO can
benefit from resources from both private and
public sectors.

NGOs often also play an important role in
educating the public and in mobilising public
opinion to put pressure on government to stop
activities that are causing pollution.

Informal microenterprises and family operations
that are not registered may be classed as “private
sector” or “informal private sector”. They are often
active in primary collection and recycling, and
may fulfil an important role in waste management.
Changes in collection and disposal systems that
are made without reference to the informal sector
may result in duplication or conflict as informal
sector workers seek to protect their livelihoods.
(See Section 3.4.5 below.)

Various types of legal arrangements are possible,
such as contracting, franchising, private sub-
scription and concessions. (For more details
about how these terms are used here see the
Glossary in Appendix 4 and Part IV of Cointreau-
Levine [2000], which is on the CD. There is some
discussion of these options in relation to payment
in Section 3.8.4.)

Contracts may be awarded for the complete
provision of a service, or for components (such as
management, monitoring, maintaining collection
vehicles, providing cover material for a landfill,
public education or data entry), or for various

combinations of stages (from provision of storage
containers to disposal).

For example, if it is desired to upgrade waste
disposal operating standards, this may be done

by

m contracting an experienced manager or
management team to take charge of a public
sector workforce with public sector equip-
ment — a management contract, or by

m contracting for the complete landfilling
service, the contractor providing all neces-
sary machinery and staff.

Box 3.5
Who cares about the beach?

An NGO in Mumbai decided to get involved in
cleaning an area of beach that was very
popular. The workforce was drawn from an
adjacent low-income housing area. The NGO
approached the municipal authorities for
support, and were offered the use of tractors
and trailers to remove the collected waste, and
were advised to ask the owners of the local
hotels for financial support. The hotels
supported the activity for four months, but then
lost interest. The state of the beach deterio-
rated. Pressure was put on the NGO to resume
the service, and this time the municipal
authorities arranged for the NGO to derive
income from advertising hoardings. (Sheokand
et al., 1997b)

This is discussed more in Section 3.6. (It should
be pointed out that these measures should only
be used for waste disposal where the waste
disposal site is located and constructed in such a
way that it does not cause significant pollution. If
this is not the case a new sanitary landfill should
be prepared, and a concession may be the most
appropriate mechanism for this.)

A management contract allows transfer of skills
and knowledge to public sector staff, but the
manager may be frustrated by lack of support
from local government decision-makers — for
example if they do not provide the equipment or
other resources that the manager asks for.

Concessions in solid waste management are
appropriate for the construction and equipping of
facilities and plants, and can take various forms.
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Lorenz in Case Study A lists the following
possibilities:

Build and transfer (BT), build-lease-transfer
(BLT), build-operate-transfer (BOT), build-
own-operate (BOO), build-transfer-operate
(BTO), contract-and-operate (CAQO), develop-
operate-transfer (DOT), rehabilitate-operate-
transfer (ROT), rehabilitate-own-operate
(ROO).

Revenue can be generated in many ways, as will
be discussed further in Section 3.8. In addition to
the costs of the private sector service provider,
there are also additional costs (“transaction costs”
as discussed more in Section 3.7.1) that must be
borne by the government side in preparing the
documents, managing the selection process and
monitoring the performance of the service
provider. In this arena of finances too there are
many options. If the fee is collected by local
government, should the service fee cover all the
costs of the service provider, or be supplemented
by a subsidy from other local government funds?
How should transaction costs be funded? If the
fee is collected by the service provider, should the
fee paid by the private sector to the government
side be enough to cover the transaction costs?
How should the level of the fee be determined
and regulated? Should the service in low-income
areas be subsidised, perhaps by fees collected in
more prosperous areas?

There are many kinds of wastes. When preparing
for private sector participation, it is important to
consider which types of waste to include in the
contractual agreement and also to plan how other
types of waste will be managed. A list of types of
waste can be found in Section 3.6.1.

In addition, contracts may be let for the collection,
separation or processing of certain waste-derived
materials for recycling, such as glass, PET bottles
or metals.

The involvement of the private sector in the
collection, treatment and disposal of wastes may
require the introduction and operation of a
licensing system to enable the authorities to
influence operating standards by withdrawing
licences from unsatisfactory operators. Licences
can also provide a source of income to cover
transaction costs.

Consultants can play many roles in this field,
including capacity building of small local
enterprises, assisting with the preparation of
tender documents (Case Studies B and | are two

examples among many), evaluation of
performance prior to extending a contract (Case
Study 1), providing advice on technical issues and
monitoring the performance of private sector
service providers.

Some authorities seem very reluctant to discuss
proposals with outsiders or make tender
documents available to people who are not
actually preparing a bid. Perhaps this is because
of insecurity, a fear that the documents will be
shown to be inadequate, or the fear of being
accused of corruption. The opposite approach
would involve inviting experts and potential
contractors to discuss some elements of the
tender documents with the local government
agency before the documents are finalised. This
open approach would be more likely to expose
problematic issues so that many disputes and
conflicts are avoided, and result in arrangements
which encourage balanced and sustainable
relationships. Transparency will be discussed
more in Chapter 6.

This wide range of options emphasises the need
for discussions with stakeholders, expert advice,
local knowledge and careful consideration before
a decision is made regarding the institutional and
commercial arrangements that are to be used.
Taxation policy may also need to be taken into
account. Good decisions on these issues form a
firm foundation for the next stages.

3.4.5 Strategy regarding existing informal
arrangements

It is only on very rare occasions that a solid waste
management system is introduced into an
established community where there has been no
previous waste collection service at all. The
previous service may have been inadequate, and
only available to a fraction of the residents, but
usually the demand for waste collection ensures
that at least some form of service is provided in
any urban area, either by municipal authorities or
by individuals without any official mandate. In low-
and middle-income countries there are usually
also individuals who make or supplement their
living by collecting scrap or materials that can be
sold or reused, by screening decomposed waste
or by composting. Such operations are often
regarded as unsatisfactory by the authorities,
perhaps because the equipment that is used is
not sophisticated, because of the poor living or
working conditions of the waste collectors and
their use of child labour, because disposal
operations cause significant and obvious pollution
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(Photo 3.1), or because the service reaches only
the more prosperous citizens. In order to improve
the situation, the local or national government
decides to involve large companies, usually as
contractors.

Unfortunately each side may not take account of
the other during the preparation stage. Perhaps
the new contractor has little knowledge regarding
the existing arrangements, or has no experience
of working together with the informal sector and

There are several reasons why it is advisable to
investigate existing arrangements and take
account of them:

m  Families depend on the income generated
from waste collection and recycling. In some
of the major cities of the world there are tens
of thousands (if not more) that depend in
some way on the recycling industry — from
collecting recyclables to producing and
selling products from recycled waste. Any
decision that affects the well-being of so
many families must be taken carefully and be
based on reliable and complete information.

m In cases where informal sector workers are
providing door-to-door collection of waste, or
providing extra services to households,
relationships can be built up between
residents and these workers. Residents may
become aware of the poverty that these
individuals suffer and help them in small
ways with money, left-over food and old
clothing. If a new private sector regime takes

microenterprises. Individuals who have been
working in waste collection and recycling may
have little understanding of the implications of the
arrival of a large contractor, or they may feel that
they have little bargaining power, and so they go
underground. It is in the interests of both informal
and formal service providers to work together, but
this often needs some support and initiative from
a third party.

Photo 3.1
Pollution associated with
informal sector operations

Large quantities of waste
are brought here by the
informal sector for sorting
and recycling, creating
widespread pollution and
unpleasant working and
living conditions.

over and these people are displaced,
residents may be hostile to the change and
prefer the old arrangements to the new. This
can be particularly acute if the new system is
less convenient (in terms of level of service)
than the old. Residents may continue to pay
the informal workers whom they know, and
oppose paying “a second time” for the new
official collection system. Most people may
not be aware of the environmental hazards
posed by certain informal sector methods,
and of the extra costs of good disposal
techniques, and so not understand the
reason for an increase in fees.

m  Sweepers and recycling workers whose work
and livelihoods are threatened by the
introduction of a new private sector system
can do much to undermine and frustrate a
new private sector service. Box 3.6 gives an
example of this. Waste pickers who are
denied access to waste under new
arrangements may find ways to continue to
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have access to the waste, such as collecting
it from door-to-door or sorting through street
bins before the authorised collection crew
arrives, scattering unwanted waste as they
look for items they can recycle. There are
examples of informal sector workers
opposing new systems by blocking access to
disposal sites or even, in one case,
kidnapping municipal officials, in order to
prevent the introduction of a new system that
threatens them (Case Study R). It may
become more difficult to recruit workers for
the official private sector service if there is
strong opposition from the established
informal sector.

Box 3.6
Buying a street

In one city in Pakistan, investigators learned
that street sweepers had unofficially bought
and sold the rights to work in particular streets.
A street of high-income residents would
command a high price because it would provide
opportunities for extra work (and therefore
payment) for the sweeper who was working
there. A new system of waste collection was
being introduced — a system that would have
displaced the sweepers so that they would
have lost the benefit of their investment. They —
naturally — opposed attempts to bring in the
new arrangements that were proposed.

In developing objectives and plans for involving
the private sector, it is advisable to look for ways
of avoiding the exclusion of the existing sweepers,
collectors, and waste pickers. Case Study S
describes the action that was taken in a city with a
very strong informal sector. Alternatively there
may be ways of modifying the procedures so that
the contractor is able to work efficiently and
according to acceptable environmental standards
while the recycling sector continues to have
access to the materials that it wants. One
approach would be to encourage segregation of
certain recyclable materials at source, so that the
recycling workers can collect recyclables and the
contractor collects the rest. Establishing habits of
household segregation can be difficult, but good
contact between recycling workers and residents
might make this possible. Payment for recyclable
items — as practised in the Philippines (Caman-
cho, 2001) — is another possibility. In some cases
registered waste pickers are given access to the
waste on a disposal site for a few hours before

the waste is levelled by bulldozers. Clearly, it is
important to involve informal sector workers in
discussions at the planning stage, both to avoid
conflicts and duplication, and also to learn from
their experience.

Attempts to upgrade the operational standards of
the existing informal sector have not generally
been successful, unless there is an accompa-
nying improvement in earnings or working
conditions (Case Study W). Informal sector
operators often pay little attention to the disposal
of the waste they collect, preferring to dump it at a
place that is convenient for them and acceptable
to their customers. Attempts to control the
informal sector often fail to achieve the desired
results (as in Case Study R), perhaps because
the informal sector individuals are not accustomed
to complying with any external requirements and
are not prepared to implement changes that
would reduce their income. In some cases groups
of informal sector operators are controlled by
powerful leaders who have good connections to
local politicians, so that it is very difficult to
introduce any changes against their will. The
introduction of a new waste management system
may be a good time to support the formation of a
co-operative for waste pickers and recycling
workers. Such a co-operative can increase the
incomes and living conditions of informal sector
workers and provide opportunities for training, as
discussed in Case Studies T and W. Recycling
co-operatives can work as contractual partners to
public sector clients or as subcontractors to
private sector service providers.

Whilst the main disadvantages of the informal
sector are its lack of concern for the environment
and poor working conditions, the formal sector
can learn from the informal sector in two specific
aspects:

m  customer orientation — Informal sector waste
collectors know the value of providing the
kind of service (particularly with reference to
the time, frequency and point of collection of
the service they provide), because if they do
not pay attention to these factors they will
lose customers to competitors.

m  equipment selection and maintenance — The
informal sector is concerned with providing a
reliable service (in order to obtain a reliable
income) for the lowest possible investment.
Therefore simple handcarts or carts pulled by
animals are often preferred, whereas
municipal organisations and large con-
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tractors, wishing to project a modern image,
often insist on using vehicles that are much
more sophisticated. Complex machinery is
often very unreliable because of main-
tenance difficulties. The most important

characteristic of a waste collection service is
its reliability; the sophistication of the vehicles
used to collect the waste is of less impor-
tance.

Cartoon 3.3

so only old and unsuitable trucks can be afforded.

The impact of the duration of the contract

If the duration of the contract is short, there is insufficient time to repay the loan needed to purchase new vehicles,
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Used by kind permission of the Skat Foundation

3.4.6 Contract duration

This is an important issue about which unfortu-
nate decisions are often made. Perhaps the most
critical factor affecting the length of time that a
contract should run for is the length of time that is
needed to repay loans for the purchase of
equipment or for the acquisition and construction
of facilities. This time interval is often linked to the
economic life of the equipment or facility. A truck
used for waste collection typically has an
economic life of five to ten years, so contracts for
waste collection or transport that require the
purchase of trucks should run for at least five
years, to allow the service provider to repay the
loan used to purchase the vehicles in an
affordable way. (See Cartoon 3.3) This phenome-
non is also illustrated in Photo 3.2. The truck
shown in this photo is one of the vehicles that was
provided by the private sector for waste collection

in Rajkot (India) in 1995°, where waste collection
contracts were valid for only one year. (Coffey,
1997). Not only was it very old, but it was not
adapted for efficient waste collection, probably
because the owner wanted it to be suitable for
road repairs and construction work if his contract
for waste collection was not renewed.

However, a concession for a landfill site or a
compost plant should run for longer (perhaps up
to 25 years if its economic life is thought to last for
this time). In contrast, it may be suitable to offer
contracts for primary collection with handcarts and
for street sweeping for a year or less — not
forgetting that it may be impossible for micro-
enterprises to get bank loans anyway.

8 . . -, S
It has been common in Indian cities for municipalities to
engage contractors to provide transportation (a truck with a
driver) and for the municipal authority to provide the
labourers who load and unload the trucks.
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Photo 3.3
Waste collection vehicle used
by municipality in Rajkot

It may be appropriate for the first contract for a
particular service to be shorter than subsequent
ones, the risks being greater because of lack of
experience. Short contracts require more
administration work, but many allow savings in
subsequent contracts if the initial contract is
priced too high. Much may be learned during the
initial contract — which may run at a loss for the
contractor or at excessive cost to local
government — that can be used to improve the
next contract. It is useful to provide for a possible
extension of the contract period in case the
negotiations for the following contract take more
time than expected.

Often contract durations are too short. This may
be for a number of reasons, including:

Photo 3.2
Truck provided under a 12
month contract

In contrast, the vehicles
used by the municipality
were modern and well-
suited to waste collection
(Photo 3.3).

t
., . .J‘

Regulations or conventions, perhaps
developed for construction contracts which
are normally of shorter duration than service
contracts, or the objection to running a
contract into another financial year when the
budget is not known or approved.

The interval between local government
elections. In some countries an admini-
stration will not honour a contract signed by a
previous administration, particularly if it was
of a different political party. In some cases
municipal administrations may not make
contracts that extend beyond their term of
office, unless a special dispensation is
obtained, involving considerable red tape.

Concerns about allowing for inflation and
over a longer period. (It is normal in long-
term contracts to link the sum payable to an
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inflation index, so that the real value of the
contract, after allowing for inflation, remains
constant and is not eroded by the loss in
value of the currency. To allow for increases
in population, the contract sum could also be
linked to estimates of the population, or to
the quantities of waste collected or
disposed.)

If a contract is longer than it needs to be, it holds
the signatories to commitments longer than they
might wish. Especially in the case of a first
contract, which may have been based on
inadequate information and little experience, it is
advisable that the contract does not continue for
more time than is needed for amortisation of
loans.

Often contracts offer the option of extending
service provision for an additional period (such as
two years more on a 10 year contract) in case of
delays in implementing the next contract or as a
reward for good work.

3.4.7 Strategy for implementation — a gradual
introduction

It is quite normal for any first attempt to require
improvement, adjustment and development. This
is true in many fields — modern aeroplanes are
very different from the first flying machines at the
start of the 20" century. Poets sometimes spend
years improving their poems. In the same way, we
must expect that the first attempt to develop
arrangements for involving private enterprise will
have weaknesses that need to be corrected.
Cartoon 3.4 suggests another situation where a
gradual approach is preferable.

There is growing international evidence, in the
water and sanitation sector as well as in solid
waste management, that it is better to begin
private sector participation with a small step, and
increase the involvement of private companies in
a gradual way, as experience develops (Box 3.7).
Therefore, it is important to consider carefully
which aspects of the service should be put out to
tender as a first step, and the advisability of
gradually extending the geographical extent of
any contract or agreement. As the expertise of
both private and public sectors increases, larger
contracts can be considered.

If a donor or a lending agency is involved, there
may be pressure to execute the project all at
once, so that the money can be spent within a
typical project period, or project staff are involved
for the minimum time. In such cases it would often

be wise to try to negotiate a longer timeframe for
the expenditure, so that implementation can be
phased. If the financing is in the form of a loan
and the conditions do not allow step-by-step
implementation, it may be advisable in some
cases to cancel the loan rather than to rush into
an untested scheme.

Box 3.7
Recommendations for phasing-in from the
water supply and sanitation sector

Experience has shown that it is “important to
have a stepwise phasing-in process, starting
with decentralisation and commercialisation
first, and awarding only short-term and clearly
focussed projects. This approach has improved
efficiency and motivation considerably. This
approach also helps to improve local
knowledge and thus creates more equal
partners and greater information symmetry® for
a future PSP contract. In addition, it helps to
show how the public sector operator works in a
more flexible framework (e.g. with new staffing
policies and career opportunities) and also to
foster competition for the tasks and contracts.
Last, but not least, this might induce the
involvement of local private service companies
and thus promote local development.”
(Rothenberger, 2004:9)

It is common, even in the USA (where there is a
vast amount of experience in private sector
provision of public services), for contracts to be
revised and improved before each phase is
begun. It is recommended that any new initiatives
to involve the private sector begin on a relatively
small scale, so that shortcomings (either in terms
of wasted money or inferior service) are small and
can be rectified by modifying subsequent
arrangements. Contracts and other agreements
often run for long periods (5 to 25 years), and so it
is very unfortunate if problems in these
documents are retained for the full duration.
(Whilst most contracts allow for amendments that
are agreed by both sides, it may not be possible
to change certain aspects of a contract that
disadvantage only one party.) It takes time for
service providers to understand the areas where
they work, for relationships with the public to be
developed and for inspectors to learn how to

Information symmetry means that both sides — public and
private — have equivalent levels of information regarding
the local situation and the work being undertaken.
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monitor in an effective and reasonable way. A
step-by-step approach may also allow smaller
enterprises to gradually build up their capital base

and experience, so that there are opportunities for
a larger number of indigenous enterprises to
become involved in waste management activities.

Cartoon 3.4 The benefits of a gradual approach

These two gentlemen are showing two different approaches to entering the water. The man who is entering step-
by-step has the opportunity to adjust his expectations and approach as he gradually walks into the water. The
man who is diving in has based his approach on assumptions which he has not verified. He has very little scope
for adjusting his approach to suit the actual conditions. It is clear which approach is more sustainable.

learn from that experience and then extend the
private sector service to a second zone, and so
on. If, as a result of national policy, a number of
cities are to involve the private sector, it may be
possible to start in one city, concentrate available
expertise on the preparations for that city, and use
the experience gained there to improve the

It may be useful to start with a management
contract to upgrade municipal operations, or
create a financially segregated municipal unit, in
order to gain experience (including operational
and financial data) that can later be used in the
process of involving the private sector. In a large
city it may be possible to start with one zone,
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approach used later in other cities. (This assumes
transparency and a free flow of information —
about problems as well as successes — to other
cities. Some administrations may be unwilling to
expose their experiences in this way.) It may also
be appropriate to start with simpler tasks, such as
street sweeping, and later move to more complex
tasks, such as waste collection or landfilling.

Where private sector involvement is initiated
because of central government policy, or because
of a tight political deadline, there is the risk that
pressure is brought on local government to
introduce contracting in a hurry. The consequen-
tial lack of preparation can result in higher
expenditures, inferior services and a bad
reputation for private sector service provision.

If a sweeping or waste collection service has been
provided by local government, and there are plans
to replace it wholly or partly with a service
provided by the private sector, it is likely that
many or most of the public sector workers who
were previously involved in providing the service
will no longer be required by local government. It
may be possible to redeploy some of them to
other services provided by local government, such
as maintenance of parks, and some may be ready
to retire, but many will be surplus to requirements.
Provided that recruitment to government service
is frozen and some of the more acceptable
labourers and drivers are recruited by the private
sector, the progressive, step-wise involvement of
the private sector can significantly reduce the
degree of distress and opposition of the displaced
labour force, as compared to the difficulties that
would be faced if a sudden and complete
transition is attempted.

Even if it is decided not to introduce private sector
operation in a gradual way, it is still necessary to
allow a start-up or preparation phase after the
signing of the contract and before operations
start. During this preparation phase there may be
further negotiations, and the contractor may be
required to design and construct facilities,
negotiate with customs the importation of
equipment, collect data and use it to develop
detailed operational plans, recruit and train the
workforce. The client may be involved in obtaining
the necessary approvals from environmental
authorities. Experience shows that the preparation
phase often takes more time than the six months
that is often allowed. When operations start, it is
wise to stagger the start of the service, so that the
area covered by the contractor is extended step-

by-step. At the end of the contract there should be
provisions for the work handed over to another
contractor — although there may be clear advan-
tages in continuing with the same contractor.
Chapter 7 discusses the inception phase in more
detail.

3.4.8 Method of selecting the service provider

In most cases the service provider is selected by
a competitive process, usually according to the
perceptions of the technical competence of the
interested enterprises and according to the
financial arrangements that they propose. If well
managed, this process has the advantages of
transparency and cost savings. However, there
are some cases where service providers are
engaged without a competitive process. One
example is Case Study N3 that refers a joint
venture in Germany, in which the public sector
had a majority stake and the fee was based on
the joint venture’s actual expenditure. The joint
venture was appointed after extensive
discussions.

Community-based  organisations are also
engaged without a competitive process. There
may be negotiations before any agreement is
made, both on the fee and on the service
coverage and level, but if an organisation linked to
the community is preferred because of job
creation and accountability, and there is no other
organisation, there is no possibility of competition.

Apart from this exception, it is a high-risk strategy
to appoint a service provider without a
competitive, transparent and objective selection
procedure. Appointing a contractor without a
competitive and open process can lead to
resentment and opposition, which may not
emerge until some months or years after the
arrangement is made.

3.5 The size of the enterprise

Competition is widely regarded as an essential
prerequisite  for successful private sector
participation. It is desirable that local companies
develop the necessary expertise (both technical
and commercial) to enable them to compete on
quality as well as price with international
contractors. This requires that small companies
are able to enter the market and grow. However,
in an administrative environment in which
payments from the public sector clients are
delayed and subject to arbitrary deductions
beyond the influence of the contractor, it is very
difficult for small companies to obtain the capital,
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not just for purchasing or leasing equipment and
for initial operating costs, but also to enable them
to pay unforeseen additional costs, cover
deductions and survive delays in payments. Only
large and powerful companies can expect to
continue operating when payments are neither
regular nor according to the contract. And if only a
small number of large and powerful companies
are bidding, prices will go up and the influence of
the public sector will decline, as local authorities
are obliged to accept the terms that are offered by
a very small number of big contractors.

Big is not always best. Economies of scale are not
the only consideration. Some solid waste services
(such as primary collection and street sweeping)
can be provided very effectively and economically
by small enterprises, as has been demonstrated
in Dar es Salaam — (Box 2.5) and Chinamo,
(2003). A small enterprise that is linked to the
community that it serves can benefit in many
ways from the relationship with its customers.
Small, local enterprises are in close contact with
their customers, and so the feedback loop is small
— they quickly learn if someone is dissatisfied with
their work. The level of individual motivation is
often higher in a small enterprise, because of
team spirit and a feeling that the contribution of
each player has an impact on the survival and
success of the enterprise.

Smaller companies may also have more effective
information exchange up and down the hierarchy,
since the hierarchy is smaller and probably less
formal. In some cultures where there is a strong
social class or caste stratification, the managers
may not talk to the manual staff and the manual
staff may be conditioned not to pass on any
information or question to managers. In such
situations the managers may not be aware of the
problems that manual staff are facing, and may
not be ready to accept suggestions from lower
staff. This isolation of management can have a
very negative effect, and is likely to be less of a
problem with smaller companies.

The involvement of smaller companies may be
resisted by local government managers because

they believe that there will be much more
administrative work to do if more companies are
involved. This may be the case, but the work can
be routine in nature and managed at a lower level.
If a service is being provided by several smaller
enterprises in parallel, there are fewer problems if
one of them fails, because the best of the others
can be invited to take on the work, or it can be
shared between the other enterprises. If one
contractor is doing all the work, he has a very
strong bargaining position (Cartoon 3.5).

Steps can be taken in the planning of
arrangements for involving the private sector to
facilitate the development of small local firms.
Here are some suggestions:

m  Investigate how to ensure that contractors
will be paid on time, and develop a
mechanism for deducting penalties that are
based on actual performance, with an
allowance of 24 hours to rectify all but the
most  serious shortcomings, and an
opportunity to appeal against any penalty
before it is deducted. In this way the
unjustified financial stress on the contractor
can be reduced.

m Divide the work to be done into viable
portions of various sizes (normally in terms of
areas to be served) so that smaller
companies have an opportunity to bid for
contracts that are not too large for them.
Primary collection and sweeping can often be
done effectively by small companies with low
capital, whereas establishing and operating a
landfill requires the resources of a larger
company.

m  Require — or provide incentives to — large
contractors to form consortia with or
subcontract smaller local firms to give them
an opportunity for experience and growth.

Persuade municipal officials that their job is to
implement the contract fairly and to achieve
improving standards in co-operation, not confron-
tation, with service providers.
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a) If there is a small number
of enterprises that can be
invited to provide a service,
there is very little control of
prices and less chance of
providing a service if the
contractor fails.

b) Many small enterprises
encourage competition and
allow flexibility

By kind permission of the Skat Foundation

Cartoon 3.5 The participation of smaller contractors results in competition and lower prices
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3.6 Defining the work

Perhaps the most serious shortcoming with many
contracts is that they do not describe in a clear
way the work that is to be done by the contractor,
and they do not describe objective means of
verifying that the work has been done satis-
factorily. Two reasons can be suggested for such
a weakness in the documentation. One reason is
that the team preparing the tender documents is
not able to describe in clear terms exactly what is
required and how performance could be
assessed, perhaps because they are not
sufficiently familiar with practical aspects of waste
management. The other reason could be that they
assume that the requirements are obvious and
that there is no need to describe the requirements
in detail because there is no reasonable
alternative. An example of such vagueness (taken
from Case Study O) is the description of the
required service as “waste collection from
sources”, not specifying whether it should be
door-to-door, from each building or from street
containers. This uncertainty is likely to lead to bad
relationships and dissatisfaction — if the contractor
priced his bid according to one interpretation, the
client expected a different interpretation and the
public are accustomed to a third level of service.

It is most important that the tenderers and the
government authority all have the same under-
standing of the work to be done. There are cases
where the tendering process has been cancelled
because the tender bids showed such a different
understanding among the bidders of what was to
be done that the bids could not be compared with
each other. If the contractor and the client have
different understandings of the work, there will be
frequent disputes, leading to inadequate services
and perhaps the failure of the contractor. It is
essential that the requirements of the contract are
clear to both parties. For this reason it is useful to
discuss descriptions of the work with other clients
and with potential service providers, to check that
the descriptions are clear and satisfactory. (If only
one or two potential bidders are involved, there
might be complaints about favouritism from other
enterprises, so it would be wise to issue an open
invitation for comments, or to involve all
enterprises that are seeking prequalification.) Two
examples of ambiguous descriptions of the work
to be done are given in Box 3.8.

This section discusses three aspects of the
definition of the contract task:

m the scope of the work — the area to be
served, the tasks that are included, and the
level of service.

m the method of verification that the work has
been done. This information should be used
to monitor the work of the contractor and
form the basis for assessing whether any
penalties should be imposed on the
contractor for unsatisfactory performance.

m the methods that are to be used. Should the
tender documents and contract specify the
methods that are to be used, or only the
standards and results that are to be
achieved?

Box 3.8
Description of the work

In a particular contract there are many
uncertainties regarding the definition of the
work. For example, the collection work was
defined as “Collection of waste 7 days a week
from houses and shops”. It is not clear what
level of service is intended, whether kerbside,
door-to-door or shared containers, and there is
room for greater misunderstandings in the case
of multi-dwelling buildings. The contract also
required mechanical sweeping for major roads
and manual sweeping for minor roads, and
defined the status of roads according to traffic
density. (This suggests that the contractor is
supposed to conduct traffic studies at regular
intervals for all roads in order to determine what
type of sweeping service is appropriate.).
Neither the frequency of sweeping nor an
objective standard of cleanliness was
described.

3.6.1 Scope

The scope of the work should be defined
precisely. This section lists many points for
defining the scope of the work that is to be
undertaken by the contractor, but because of the
range of activities that can be the subject of a
contract, the list of options that is provided here
should not be regarded as complete. In each case
the preparation of tender documents involves
deciding which elements are to be included in the
proposed contract, and which excluded. There are
good reasons for contracting particular types of
waste, particular locations or particular services
separately; it should not be assumed that one
contract should cover every part of waste
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management. Even if most aspects of waste
management are handed over to the private
sector, there may be good reasons for keeping
some activities for local government provision. For
example, if a particular activity is difficult to
monitor or measure, it may be appropriate for the
public sector to continue to provide this service.

In selecting the tasks to be performed by the
private sector, it is useful to consider the issues of
responsibility and co-ordination. If tasks are split
between two or more service providers, it can be
difficult to determine which provider is responsible
for any shortcoming. For example if street
sweeping and emptying of communal street
containers are the responsibility of different
contractors, it is hard to determine who is
responsible for waste scattered near a container.
If one organisation is responsible for excavating
silt from drains, and another is responsible for
carrying it away for disposal, there can be
difficulties in co-ordination. If one contractor is
responsible for pruning trees and another for
removing the foliage that is cut down, it is likely
that the foliage will be lying on the ground for
some time. Whenever possible, a service provider
should be made responsible for all related tasks in
a particular area, so that responsibility is clearly
defined.

Some important considerations in deciding on the
scope of the proposed provision by the private
sector are listed in the following paragraphs.

a) Area to be served: The boundaries of the
area that the contractor will be required to
service should be unambiguously described,
both on a detailed map and in text. Public
areas and open spaces that require
sweeping and litter collection should be
defined — for example, whether public parks,
beaches, river banks and the parking areas
of government buildings are included. The
location and extent of any facility that is to be
constructed or operated as part of the
contract should be clearly shown on large-
scale maps.

Most cities are growing rapidly, so
consideration should be given to the
provision of sweeping and collection services
to the new areas that wil become
established during the duration of the
contract. The tender documents may specify
that the bidder must estimate and take
account of the extra work that the population
growth will entail, or they may propose a

formula for automatic compensation for this
growth, or a provision could be made for
negotiating extra fees at specified intervals to
reimburse the contractor for this extra work. If
up-to-date records of the population or
households are kept, fees could be
increased in line with actual population
growth. Alternatively, new housing areas
could become the subject of a new contract.
Whatever the arrangement is to be, it should
be clearly specified in the tender documents
so that both sides have the same under-
standing of the contract conditions.

Large conventional contractors may not be
interested in collecting waste from low-
income areas, preferring to work in areas
where the wide streets allow them to use
large trucks. Therefore it is necessary either
to ensure that the contract includes
provisions that guarantee that the poor
receive a sufficient waste collection service
or to engage a small enterprise specifically to
provide a primary collection service to low-
income areas. It is important that the
selection of which areas to serve is not left to
the private company, but controlled by the
municipality to ensure that the poor also
receive an adequate collection service. A
clear decision should be made and commu-
nicated regarding informal (unplanned, or
squatter) settlements, so that tenderers know
what action they should take regarding the
waste that is generated in such areas.

In some situations, opportunities may be
given to a contractor to increase the quan-
tities of waste that are collected, treated and
disposed of by allowing him to look for
additional customers, such as industries and
neighbouring communities. In this way the
contractor is encouraged to be competitive in
terms of cost and service, and he is given
opportunities to increase his income.

In many cases there are real economies of
scale in waste management, though it must
always be remembered that supervision and
motivation are often less effective in large
operations than in small. Table 3.1 shows
anticipated economies of scale for sanitary
landfilling in one area of South Africa. In
contrast, there are also advantages in
dividing up larger cities into several
contracts, to add an element of competition
in service delivery and to provide a backup if
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one service provider fails. The motivation
and effort of the employees of a small organi-
sation may be more than that for a large
enterprise.

Table 3.1 Economies of scale for annual
tonnages of landfilled waste

Annual Range (tonnes)

Rate (Rands/tonne)

Oto 24,000 315.49
24,000 to 48,000 201.82
48,000 to 72,000 123.39
72,000 to 96,000 91.76
96,000 to 120,000 72.34

b)

Source: Dohrman, 2004

Stages: The tender documents and contract
should specify the stages in the solid waste
management chain that are the responsibility
of the private sector. The main stages are:

= sweeping, washing streets, and removing
waste from streets and open spaces,

= provision of containers for street wastes
(litter),

= distribution and emptying of litter bins,
= cleaning of open drains,

= provision of storage containers for
domestic and commercial wastes,

= primary collection,

= transfer,

= secondary transport,

= collection of recyclables,

= treatment (including recycling, composting
and energy recovery),

= disposal (including energy recovery and
mining of decomposed wastes), and

= aftercare of landfill sites.

Whilst it is generally true that all stages can
be operated by the private sector, there is
one very clear warning in the case study and
discussion written by a German contributor.
Germany has one of the most developed
systems in the world for collection of
recyclable materials, but Hohenschurz-
Schmidt at the end of Case Study N4 warns
that, in low-income countries, recycling is not
a suitable sphere of activity for the public
sector (whether operating directly or by
contract). He argues that the collection and
sorting of recyclable material should be left to

open competition, though there may be some
scope for assistance via microcredit and
business skills development. Individuals and
microenterprises who are involved in
recycling are likely to be much more efficient
than local government and larger enter-
prises, which have higher overheads and
lower productivity rates than the informal
sector. There is also the issue of leakage of
recyclables — employees may find ways of
keeping the most valuable recyclables for
themselves, thereby reducing the sales and
income of their employers. Furthermore, the
collection of recyclables provides an
important safety net, allowing the poorest of
the poor to earn a livelihood when they are
unable otherwise to find employment.
Hohenschurz-Schmidt also argues that
intensive recycling according to the German
model would not be sustainable in low-
income economies and where regulation is
less developed.

Composting is an excellent means of treating
waste according to environmental con-
siderations, but there are often financial
problems caused by the difficulty of selling
the product at a price that covers the costs of
producing it. The financial viability of any
private sector composting operation should
be carefully studied by both public and
private sectors before any contract is signed.
The writer of Case Study V argues that the
marketing of compost is best done by the
private sector, though with government
subsidy for transport costs. There are many
advocates of community-scale composting
projects, operated by residents, but it
appears that many of them have failed after
a short time in India.

Disposal may include a number of
components. In many cases an existing site
needs to be replaced because it has no
remaining capacity, because its location is
unsuitable or because it does not meet
current  environmental standards. The
closure, restoration and ongoing monitoring
of this site may need to be included in tender
documents. The establishment of a new
landfill may necessitate finding a site (which
is usually the responsibility of the client),
designing and constructing the facility,
operation and provision — perhaps in the
form of an insurance policy — for monitoring
the site after it is closed and for correcting
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any eventual environmental problems. New
sites are generally further away from city
centres than their predecessors, so the
establishment of a new site may necessitate
the acquisition of new or larger trucks,
additional transport costs and the establish-
ment and operation of transfer stations.

Types of waste: Among the different types of
waste to be considered are
* municipal wastes™

= foliage and garden wastes

= bulky wastes (furniture etc.)

= construction and demolition wastes
= wastes from open drains

= industrial wastes

= hazardous wastes from industry

= hazardous commercial wastes

= hazardous healthcare wastes

= hazardous domestic wastes

= crop residues

= other agricultural wastes (some of which
may be hazardous — e.g. pesticides)

= mining spoil

= port and airport wastes

= slaughterhouse wastes

= water and wastewater treatment sludge

= dead animals (which may be categorised
as small and large)

= abandoned vehicles

= used tyres

= electronic waste

= confidential wastes and used banknotes.

The documents should clearly indicate which
types of waste are to be included in the work.
The use of a term like “municipal waste”
could be ambiguous and so the categories of
waste that are included should be defined.

Sources: In addition to defining the types of
waste, it may also be necessary to define
which types of waste are to be collected from
certain sources.

By including general healthcare wastes in
municipal wastes and hazardous healthcare
waste as a separate category, this list

0 - . . )
Municipal wastes include domestic wastes, office and

shop wastes, institutional wastes, street sweepings and
general healthcare wastes.

defines which wastes (i.e. hazardous or
similar to domestic) should be collected from
medical establishments, but tender docu-
ments and contracts should state explicitly
which types of healthcare wastes are being
considered. Frequently the problem arises
that hospitals and clinics do not segregate
these two types of waste, so the contract
should define what action the service
provider is expected to take in such a case. If
healthcare establishments are charged
appropriate fees on a weight or volume basis
for the collection of hazardous waste, they
may be motivated to segregate into
hazardous and general wastes so that the
guantities attracting a high charge are
reduced. If hazardous healthcare wastes are
not segregated from domestic-type hospital
wastes, the cost of the treatment of these
wastes (often by incineration or autoclaving
and shredding) will be much higher than if
hazardous wastes alone are treated. An
example of this situation is found in Case
Study J.

It may be necessary to define the types of
waste that are to be included in the contract
in the case of sources which also produce
larger quantities of another type of waste.
For example, the contract may include
domestic-type waste from a factory (waste
from canteens and offices) but not process
wastes (such as scrap steel or chemical
sludges), but the problem then becomes how
to ensure that process waste is not included
with domestic-type waste, and what action
the contractor should take if the two types
are mixed.

Another example is waste from shops. In a
particular situation where waste collection
was funded from local taxes, shops were
allowed a waste collection service for a
quantity of waste that was equivalent to that
generated by a household. Additional waste
was to be collected under a separate
contract. Such an arrangement is fair to the
shop owner but difficult for the service
provider to operate.

Construction and demolition debris is a major
problem in some areas because it blocks
paths and roads, attracts other forms of
waste, and is heavy to remove. If a pile of
waste is outside a building site, it is easy to
guess who is responsible, but many piles
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result from relatively minor alterations within
private houses, and it is difficult to determine
who should be requested to remove it.
Therefore some waste collection contracts
specify that it is the contractor’s responsibility
to remove small accumulations of construc-
tion and demolition waste — for example
those that have a volume of less than one
cubic metre. (The estimation of the volume of
irregular piles scattered over irregular ground
is not easy, and so in such cases the
contractor is required to be flexible.)

If household waste is to be segregated and
the various streams collected separately, this
should be clearly described in the tender
documents since separate collection is
significantly more expensive that collection of
one stream of mixed waste.

Any responsibilities for waste on vacant plots
and in the gaps between buildings should be
defined. If drain cleaning is included in the
contract, it is necessary to specify which
drains — according to size, purpose and
whether they are open or closed — should be
cleaned. The responsibility for removing silt
dredged by others from drains and catch pits
should be defined.

Aspects: There are many aspects of waste

management, apart from the stages men-

tioned above, that must be considered. Some

key aspects are listed below:

= Public _awareness: A most important
aspect related to storage and collection is
public awareness — informing the citizens
about services that are provided and
about their responsibilities, and motivating
them to co-operate and develop a
concern for the environment. This is
closely linked with the effectiveness of
drain cleaning, street sweeping and waste
collection activities, yet there are cases
where the responsibility for public
education has been removed from a
successful proposal and a reduction in the
contract price has been demanded,
suggesting that the client considers public
education to be an optional luxury. This is
discussed further in Chapter 4.

= Complaints: Complaints provide an
important means for the contractor to
supervise his workforce and for the client
to monitor the work of the contractor and
the perceptions of the population. The

contract should state who should operate
the complaints channels, and how
complaints should be managed and acted
upon.

Other aspects of street cleaning: Some
public cleansing contracts include the
removal of graffiti (writing and designs)
and unauthorised posters and advertise-
ments from walls, and special provisions
for the removal of chewing gum and
excreta from walkways and public areas.

Promotion of compost: A contract may
specify that a contractor is required to
operate a composting plant, but often
there is an inadequate demand for the
product so that marketing and promotion
are needed to increase the sales of
compost. This can involve Vvisits to
farmers and horticulturists, and trial plots
to show the benefit to crops. There can be
benefits in specifying who is responsible
for such activities. A contractor who is
simply responsible for producing compost
may find it cheaper to dump compost in a
landfill than to promote sales.

Quality control of compost: The quality
and constituents of compost are important

factors in determining the demand. Whilst
it should be the responsibility of an
independent  laboratory to  assess
compost quality at regular intervals
(perhaps annually) or randomly, the
operator should be required to test the
product on a more regular basis and
report the results.

Aspects of sanitary landfilling: There are
many tasks associated with operating
sanitary landfills that may be undertaken
together, under separate contracts, or by
local government. In each case tender
and contract documents should specify
who is responsible. When the tasks are
the responsibility of different organi-
sations, there can be cases where each
blames another for a failure. (For
example, if there is an escape of polluted
leachate water into the groundwater
outside the site, is it a result of the siting,
the design, the construction or the
operation?) Some of the aspects to
consider are:

= finding suitable sites
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= geological investigations and drilling of
monitoring boreholes

= environmental impact assessment

= public relations and public meetings

= acquisition of the right to use the site

= survey and design

= construction

= operation

= provision, operation and maintenance
of heavy machinery

= disposal of special wastes

= gate control and collection of fees

= provision and application of cover
material

= monitoring of groundwater levels and
quality

= control of landfil gas and energy
recovery

= recycling and mining of decomposed
waste

= final closure of site

= monitoring of site after closure.

Level of service: This is a very important
consideration because of its impact on public
opinion, willingness to pay, and operational
costs. The requirements of the client should
be clearly stated in the tender documents. (It
is appropriate to point out at this stage the
importance of providing definitions in the
tender documents for all important terms.
Even if there is no need of translation, the
definitions are essential because of the
different terminology wused in different
English-speaking countries; if translation is
involved the need for clear definitions is
obvious.)

= Method of storage: In some Asian cities,
waste is tipped out onto the side of the
street for the sweeper to collect up — in
other words no storage container is
specified by the authorities. In some
countries waste is to be put out in plastic
bags or any container that comes to hand,
or one-trip plastic bags are provided by
the cleansing authority. Elsewhere special
plastic bags must be purchased, and
waste will be removed only if it is
enclosed in one of these official bags. In
southern Africa reusable sacks have been
provided by municipal authorities. Other
systems include the requirement that
each household provides its own
container, or the provision of containers
by the collection organisation (which is

essential if the containers are to be
compatible with lifting mechanisms on
trucks). Communal collection (either for a
number of households in an apartment
building or for a local neighbourhood) can
be provided, either from dumps on the
ground, simple fixed enclosures, or bins
of various sizes (from 80 litres to 12 cubic
metres) which can be emptied or picked
up and taken away by special trucks. It is
becoming more common for waste to be
segregated in the home, in which case
two or more containers will be needed for
the segregated streams. Tender docu-
ments may specify which method of
storage is to be used, or may leave the
decision to the individual firms when they
are preparing their tender offers. The
responsibility for repairing damaged
containers and replacing stolen or
unusable containers should be clearly
stated.

Point of collection: This is the location (in
the context of a dwelling and its surround-
ings) where the waste should be left for
collection or where it should be handed to
a collection worker. The term “house-to-
house” has two meanings: in some
situations it means collecting from each
individual household, but in others (for
example Mumbai in India [Pawar et al.,
1997]) it means collecting from outside
each apartment building. This point
reinforces the importance of providing
precise definitions of the terms that are
used. The term *“door-to-door” is less
ambiguous, referring only to collection
from the door of each apartment or
house. For houses that have open space
and allow access to outsiders, collection
may be from inside the yard, typically just
outside the kitchen door — a system that
was widely used in Britain and has been
observed in Sri Lanka. If street gates are
kept closed, the waste may be taken out
and handed to the collector when he rings
the bell, or it may be left out for him to
pick up later — this latter system is known
as “kerbside collection” and it is a method
which is widely used because it provides
a convenient service at reasonable cost.
“Block collection” is cheaper still, because
it involves residents bringing their waste
out to a truck which parks at intervals for
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this purpose after alerting the neighbour-
hood to its presence (and so for this
reason it is known as the “bell ringing”
method in Mumbai). Communal collection
requires residents to bring their waste to a
container in the street. The advantages
are low cost and the fact that the
container is available 24 hours a day, but
the disadvantages are that the container
may be too far for some (so that they do
not take their waste to the container) and
too near for others (so that it pollutes their
immediate neighbourhood) and that large
containers may block the streets or paths.
If waste is allowed to accumulate around
a communal container the residents will
not walk on it to deposit their waste in the
container, so wastes will be dumped
around the container, not in it. Therefore
contracts should specify the requirement
that the surroundings to such containers
should be kept clean. It is clear that the
location of such storage points should be
decided in a participative way, involving
local residents, and so this consultative
method for locating containers should be
mentioned in the contract.

Communal containers are vulnerable to
vandalism and theft. A contractor
complained that 50% of his company’s
portable containers had been stolen, and
a newspaper article referred to the theft,
in one city, of 450 containers, each valued
at US$ 200. It is thought that some are
taken for other uses (such as storing
water, for selling soft drinks) and some
are recycled. (There is a report that one
container was actually found in a
shredding machine in a recycling work-
shop, and that the large-sized shredder
was bought specially for the purpose of
cutting up stolen solid waste containers.)

If citizens are accustomed to one type of
service, they may be very reluctant to
change to a less convenient level of
service. For example, if they are
accustomed to a “door-to-door” service
they may protest the introduction of a
communal service which requires them to
take the waste out into the street. In more
prosperous areas such a change will
provide informal sector individuals with
the chance to earn some money by
offering to take wastes to the street

containers. Alternatively, the contractor
could provide this extra service for an
extra fee.

Frequency and timing: If the number of
times in a week (or a month) that a
service is to be provided is not clearly
stated in tender documents and contracts,
there can be serious misunderstandings.
Even if client and contractor agree on the
frequency at which a service is provided,
the public may have other expectations,
so all concerned must be informed. It is
important also to specify whether the
service will be also provided during the
weekends (or weekly rest-day) and on
public holidays and festival days. The
time of day at which a service is to be
provided must also be clear, though this
may be left to the planning of the
contractor, on the understanding that the
client will be informed of the contractor’s
schedule within an agreed period after the
start of the contract. In the case of waste
collection, it is good policy to consult
householders regarding times of collec-
tion that would be suitable to them. Local
regulations may prohibit the movement of
vehicles of some kinds in congested
urban areas at certain times of the day,
and this would restrict the scheduling of
operations or the types of vehicles that
can be used for primary collection. If
primary collection is to be carried out
during the day and secondary transport
must be effected at night, for example, it
will be necessary to have storage
capacity at the transfer station.

The timing and frequency of street
sweeping is an important issue which will
be discussed under the heading of
verification in Section 3.6.2.

It is noteworthy that the level of service
expected in many low- and middle-income
countries is much higher than that
provided in Northern Europe, where
waste is collected once a week from a
street container. Many Asian and Middle-
eastern communities are accustomed to a
daily collection from their door. To some
extent this higher frequency is justified by
the higher ambient temperatures and the
higher moisture content of the waste, both
factors leading to more rapid decompo-
sition and the associated odours.
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Additional _work and emergencies: Many
municipal officials are accustomed to re-
directing the manpower and machinery of the
waste management service to other duties —
such as transportation of building materials
or cleaning areas that are not included in the
contract. It is helpful in countering the old
master-slave model of private sector
participation if the contractor can agree to do
such extra work based on unit rates (per
hour for labour, per ton and km for vehicles
etc.) that have been written into the contract.

Quantities and characteristics of waste can
change with the seasons and on particular
occasions, particularly as a result of the
availability of fruit and vegetables, trees
shedding their leaves, tourism, festivals,
wedding customs, parades, demonstrations,
special sporting events and other occasions
when large crowds gather. Unusual events
such as high winds and flooding may result
in large quantities of extra waste, and such
eventualities should be borne in mind when
contracts are being drawn up. The work
involved in cleaning up the associated
wastes includes providing and emptying
containers and cleaning streets and public
places within a specified time after the end of
the event. Is the bidder expected to be aware
of them and add these extra costs to his bid
price, or is the extra work to be agreed on a
case-by-case basis and paid for according to
agreed procedures and rates? The tender
documents and contract should make it clear
whether — and, if so, how — the contractor will
be compensated for such extra workloads.

3.6.2 Method of verification

Ideally, no task should be written into a contract
unless it is possible to verify objectively that the
task has been carried out in a satisfactory way.
Therefore it is necessary to consider not only
what tasks should be performed, but also how the
performance can be monitored, and what steps
are necessary to ensure that monitoring takes
place. (Monitoring is discussed further in Chapter
8.) In the following paragraphs, some aspects of
verification are discussed as they relate to specific
tasks.

a)

Street cleaning: Street sweeping provides a
clear illustration of the link between the
definition of the task and verification. There
are two ways of defining the task of keeping
streets and public places clean. One is to

define the input — that the street or area
should be swept x times per week. (This type
of contract is called a service delivery
contract in Case Study J, which also refers to
problems when the method of verification
implied by the contract is not adhered to in
practice. It is also sometimes called a
performance contract.) The other way is to
define the output — that the street should be
clean at all times (with perhaps the provision
that if it becomes dirty it should be restored
to a clean condition within a specified period
[such as one hour]). This latter definition is
also termed a quality contract, and requires
that the term “clean” be defined — this is
usually done in terms of the number of
pieces of litter within a specified area. It is
relatively easy to quote a price for sweeping
a given area once per day, and so the input
method allows an accurate estimate of the
manpower needed and therefore the cost.
But the output method, although desirable in
terms of appearance, poses problems when
the bid price is being calculated. The time
taken for a street to become dirty and
therefore to need sweeping again depends
on the number of people using the street, the
habits of the people (whether they are
accustomed to littering freely or whether they
usually put their waste into street litter bins)
and the adequacy of the storage facilities
provided for street waste as well as domestic
and commercial wastes. It also depends on
other factors such as wind and traffic. The
rate at which the street becomes dirty
influences whether it is better to deploy
sweepers with brooms all the time or whether
it is sufficient to use litter-pickers who simply
pick up individual pieces of paper and other
litter, after the street has been swept once.

The input method can be verified by
ascertaining when the street sweeper is due
to work in a certain area, and then checking
that he sweeps up the waste that is there at
the designated time. If the monitoring
inspector comes an hour later and finds litter
on the street, this does not necessarily mean
that the contractor has not done his job.
Perhaps the street was perfectly clean when
the sweeper had finished, but a strong wind
or a group of football supporters made the
street dirty again in the intervening time. The
sweeper must be working and the monitoring
inspector present at the predetermined time
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b)

to check that the work has been done. Under
the output method, the monitoring inspector
can visit the street at any time, and if it is not
clean can report this to the contractor. Only if
the street is not cleaned within the stated
time interval can the contractor be penalised
for neglecting his duty. It is not realistic to
expect the contractor to deploy enough staff
so that they can pick up any litter as soon as
it is dropped. Clearly the behaviour of the
public is a very important factor in
determining the number of sweepers that
should be deployed. Some national or ethnic
groups are known for their cleanliness and
regard littering as unacceptable behaviour,
whereas citizens elsewhere seem to be
trying to do all they can to convert their
streets and open spaces into rubbish dumps.
If the output method is used, the bidder must
have a good understanding of the behaviour
of the people he is hoping to work amongst,
and this is clearly a question of experience.
Perhaps the initial contracts in a city should
be written in terms of the input method, and
later contracts (after experience has been
gained by both sides) in terms of quality or
cleanliness — the output.

Waste collection: The simplest way of
verifying that waste has been collected is to
check whether containers are empty
immediately after the scheduled emptying
time. In the case that bins or bags from
individual households are put out for
collection, it is easy to check if a bin has
been emptied or a bag picked up. Problems
arise when the collection crew do not have
access to the bins (for example, in kerbside
collection if the bin is not put outside the
property for collection) and then the
householder complains that the bin was
ignored. The contractor should be prepared
to go back to empty such bins if this does not
happen often — if this happens frequently
there is a need for some public education.
The contractor should not be penalised in
such cases. Complaints from residents are a
useful guide in monitoring collection from
households, but it should not be assumed
that all complaints are justified.

An attempt in Windhoek, Namibia to pay one-
man contractors according to the number of
sacks that they collected was abandoned,
because streets were left in an untidy

condition and waste was taken from
unauthorised places (Joubert, 2003).

The situation with communal collection is
more complicated because no-one is
responsible for the storage points and so it
may be difficult to find someone who can
verify whether the storage facility was
emptied. Neighbouring residents may start
putting waste into the storage facility
immediately after it was emptied, so if a
container is half-full one hour after it was
supposed to be emptied, this does not mean
that the contractor has failed to do his job.
With communal storage the contractor should
ensure that the surroundings to the container
are kept clean (otherwise residents will not
approach the container to put their waste
inside it). This must also be checked at the
time that the container is emptied. Because —
in this case as with street sweeping — it is
important that the work of the contractor is
monitored at a particular time; both the
contractor's staff and the monitoring
inspector must work according to the
predetermined schedule of working. An
alternative arrangement that is quite common
in India is to allocate one monitoring
inspector to each collection crew, so that
they can verify the work that is done at each
location.

It seems that a good way of monitoring the
work of a collection crew would be to weigh
the loads that they collect. This appears to be
objective and verifiable. Weighing loads has
proved to be an indispensable aspect of
management in the Gaza Strip (Case Study
D and Photo 3.4), but has been discarded as
a means of measuring contractors’ per-
formance in several cities in India. For
example in Rajkot, for four years contractors
were paid according to the weights of the
loads that they collected, but this practice
was discontinued because not all the
communal storage facilities were emptied
and the weights of loads were increased
artificially by adding soil and rubble.
Elsewhere there have been reports of water
being added to loads to increase the weights
(Case Study M), and a group of men
standing on the weighbridge with the vehicle
to give elevated readings. More recently in
Rajkot, performance has been measured by
checking that all communal storage points
are cleared at the required frequency
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(Sheokand et al., 1997). In 1995 in Rajkot,
the number of trips needed to clear the waste
from each ward was specified, and
enterprises were invited to bid for each ward
individually. If contractors later found that
they needed to make additional trips, this
was at their own expense (Coffey et al,
1997).

The collection of bulky waste, construction
debris and foliage is in some ways similar to
street sweeping, in that co-operation from the
public greatly reduces the workload and
expenditure. In some cities each locality is
promised a collection service for such wastes
on a particular day, perhaps once a month.
Residents keep their items until the

Some contract requirements are difficult to
specify in an objective way. For example, a
contract states that a penalty will be
imposed if a contractor’s vehicle is found to
be “in a bad condition”. A requirement of
this kind is very subjective, and could be
more influenced by the sense of well-being
of the monitoring inspector on a particular
morning than by the condition of the
vehicle. It would be better to define the
condition of a vehicle in terms of
mechanical tests (on brakes, noise, exhaust
gas etc.) or on precise damage (such as
broken lights or dented panels). In this way
it is clear to the contractor what remedial
work must be done and penalties can be
based on objective facts, not subjective
assessments.

c)

announced collection day. This is the most
cost-effective way of operating a collection
service, is easy to verify, and is completely
satisfactory if the residents co-operate.
However, if the residents insist on putting
their waste out for collection at any time, and
the client does not accept that such wastes
should be left in the street, the contractor
must be continually looking out for accumu-
lations and clearing them quickly or respond-
ing quickly to complaints — a much more
expensive service.

However, in high-density areas most
residents have nowhere to store their bulky
and construction waste, so they are obliged
to put it on the street.

Photo 3.4
Weighing loads at
entrance to a landfill

Recycling: Contracts may specify that a
certain percentage of the waste should be
recycled. This requires that the total
guantity of waste is known. It would also be
necessary to decide whether waste that is
recycled by the informal sector should be
included, and, if so, how the quantity could
be assessed. Would construction and
demolition waste that is used for reclaiming
land or building temporary roads be
included as recycling?

If composting is included, it should not be
assumed that all of the input to the plant is
recycled — the rejects (which are often
about 40% of the input) should also be
considered. The responsibility for trans-
porting and disposing of the rejects should
be clearly allocated, since this could be a
major expense for the contractor. In many
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d)

cases composting is promoted for
environmental reasons but offers no
financial benefit. In such cases it may be
cheaper to take waste to the disposal site
rather than to compost it, so a contractor
may be tempted to save money by
recording waste as it comes into the
composting plant and then transporting it
directly to the disposal site, in order to save
on the costs of the composting processes.
Recording the output of a compost plant —
particularly the sales invoiced — may be a
good way of demonstrating that the plant is
being used, but the market for compost is
seasonal and poorly developed in many
places, so the contractor may be tempted to
falsify sales figures, perhaps by selling a
particular batch of compost several times. It
is clear that the preparation of contractual
arrangements for composting presents a
considerable challenge.

Any requirement to recycle a certain
percentage or quantity should be accom-
panied by the requirement that weigh-
bridges should be available and in working
order at the appropriate locations, and a
means of verifying the actual weighbridge
(truck scale) readings (rather than de-
pending only on manual entries into a
record book) should be required.

Transfer: The transfer of waste can be
measured in terms of weight or the number
of loads. The use of weights can encourage
the falsification of incoming weights as
discussed in Paragraph (b) above. Since it
is difficult to estimate the volume of each
individual load, the number of truck loads
would be another means of measurement,
provided that the volumetric capacity of — or
average load carried by — each truck is
known to allow for the various sizes of
vehicle that are used. (The maximum load
that the truck is rated to carry should not be
used as a guide to the load, since non-
compacting trucks usually carry much less
than this load.)

Other requirements for operation of transfer
stations are that the site should be
completely clean at the end of each working
day, and that all loads entering and leaving
the site should be covered. There should
also be some means of verification that
each truckload is delivered to the
authorised destination. Spot checks at the

e)

destination are recommended to confirm
that the records of vehicle arrivals are
accurate.

Disposal: In the case of street sweeping
and collection, the important consideration
is whether the waste has been removed
and taken to the right place. The output is
important, not the input. However, in the
case of sanitary landfilling, it is difficult to
prove that no pollution is taking place and
when pollution is detected, it is too late. So
it is important to monitor the inputs
regarding a landfil — what waste is
accepted (including where it comes from),
how it is placed, the quantities and use of
impermeable materials (clay, liners) and the
way in which these liners are formed and
tested, the volume of leachate treated and
the quality of the effluent from the treatment
plant etc.

Both quantity and quality should be
assessed at the entrance to the disposal
site, even if no fee is collected for each load
that enters. Quantity is best assessed by
means of a weighbridge which auto-
matically records each weight, either by
punching a card or (preferably) by recording
and sending the information electronically.
Every incoming load should be weighed,
and inspectors may be required to check
that all incoming traffic is routed so that it
passes over the weighbridge. The nature of
the waste is another factor that should be
controlled. Sometimes it is possible to
check the waste visually at the gatehouse,
otherwise it is possible to inspect it when it
is being unloaded. The source of the waste
should also be recorded since this also
gives an indication of the nature of the
waste. The composition of the waste is
important because some types (such as
persistent toxic liquids) should not be
disposed of on landfills, some types (such
as slaughterhouse wastes) need special
treatment and so may be charged at a
higher rate, and some are inert and may be
used as cover or for constructing temporary
roads. Contractors operating landfill sites
should be required to keep a record of all
incoming loads.

In countries where there is a code of
practice for operating a landfill, the contract
may simply state that operational practices
should conform to this code of practice.
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f)

Otherwise certain basic standards should
be required in the contract, such as
segregation and safe disposal of difficult
wastes, covering the waste each day, the
covering of inac