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INTRODUCTION
 

In the cities of the Third World, populations have, on the 

average, doubled over the last twenty years. Some major cities 

can expect to quadruple their population base between 1980 and 

the year 2000. Mushrooming growth accompanied by inadequate 

access to invstment capital, mismanaged public delivery systems, 

and grossly inadequate maintenance programs for existing 

infrastructure has many cities confronting a major crisis in 

public services delivery. These grim circumstances are forcing 

Third World governments at all levels to search for alternatives 

to what has generally been strictly public financing, delivery 

and management of public services. A range of choices from 

degrees of linkage with the private sector through contract or
 

lease arrangements to full government load-shedding of specified 

burdensome public services responsibilities to private 

enterprises are emerging. 

The experience of Third World cities with modern and 

traditional private sector participation in public services is 

considerable but as yet not well documented in the literature on 

the subject. Two computer searches , one at the MIT Rotch Library, 

essentially covering the NTIS database and one done by 

the AID Relerence Library in Washington D.C. turned up very 

little computerized documentation. The most useful index source 

was the P.A.I.S. yet even here most of the documentation referred 

to state-enterprise divestiture and denetionalization in 

developing countries rather than to the issue of private sector 

participation in the delivery of municipal services. The formal 
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literature on this subject has only recently begun to appear.
 

Many of the references I was abl to identify are papers or
 

manuscripts, some still in draft, that have been produced for or
 

by the internationa l development agencies such as the IMF, World
 

Bank and the U.S. Agency For International Development. I used
 

the libraries of Boston University, Harvard and M.I.T. in the
 

literature search as well as spending a day at the World Bank to
 

review as yet unpublished materials.
 

BIBLIOGRAPHY 

1 Armstrong-Wright, A.T. 
Urban rasDport Sector plicy Eapeo. Water Supply and Urban
 

Development Department, World Bank: Washington D.C., April 1986.
 

(Draft Policy Paper)
 

Most of the cities in the developing countries face severe transport
 

problems. Road congestion is spreading, the movement of people and
 

goods is slowing to a crawl and transport costs are escalating. The
 

result has been a serious decline in productivity and city efficiency.
 

The major cause has been a dramatic increase in urban populations in
 

developing countries over the last two decades. This policy
 

statement of the World Bank is meant to guide the development of
 

urban transport policies in most cities of the Third World in
 

order to cope with rapidly increasing demands for transport which
 

have reached crisis proportions. It advocates guiding principles 

of economic viability, financial viability and efficiency in 

establishing lransport policies. ]It discourages capital 

irtensive solutions in favor of improved management of emisting 

resouces. The document acknowledges that with few acceptions, 

publicly-owned transport systems cost government more to run with 

a less satisfactory service level than comparable transport 

systems managed and owned by the private sector. Government
 

provision and control of urban transport should be kept to a 

minimum. However, other areas remain clearly government 

responsibility: 1) improving and extending the road network, 2) 

traffic regu]ation and mangement, 3) licensing of public
 

transport drivers and vehicles, 4) setting of safety and
 

environmental standards.
 



2 Berg Elliot 
Tls FPo.tentiJals of F-rivatizat..on .in. the D.evezlopmnDt Strate!__.s of thea 

198.'"s (Paper presented at the Development Policy Seminar for Senior 

UNDP F;ecutives, The Institute of Social Studies, The Hague: November 

15-26, 1982.
 

'Privatisation' is broadly defined as the mbilization of private 

resources...energy, skill, money... to morn effectively serve the needs 

of economic and social development. Many LDC governemnts hold that 

services such as health care, water supply, and education are merit 

goods and therefore should be provided not only without charge but 
sector yet many of such services are enjoyedex clsively by the public 

only by a small minority while paradoxically the poor majon-ity are 

served if at all by 'informal' private services delivery. The author 
private sector to expand urban servicesfavors wider resort to the 

delivery. Three areas recommendced for prompt action by Third World 
leasecities include: 1) privatization of: management (e.g. contract and 

mechanisms), 2) contracting-out of maintenance anid services (e.g. 

load-shedding), 3) deregulation to encourage greater and more 

efficient private sector participation. 

3 Berg, Elliot
 

Chpngin The Fublic-Private Mi IMF Document DM/83/10 February 1983.
 

This paper identi-fies privatisation of services as the policy area 

with the greatest potential in terms of lightening the public sector 

of resource use, and stimulatingburden, increasing the efficiency 
growth. Frivate provision of services presents less explosive 

topolitical issues than divestiture and is therefore more amenable 

reasoned policy dialogue. It mobilize new resources, mainly 

increased individual effort, greater intensity of work, and the 

o. skill.s useful in the marketplace. The author discussescommitment 
of private provision of services as well as governmentexamples 

of services in numerous countries in the Third world.contracting 
U]timately the larger role for the private sector is seen as a vehicle 

contributing to morefor dispersion of economic authority and thus 
decentralized and more democratic societies. 

4 Bremer, Jennifer et al. 
Exneerri ce in Frivate Sector Development. AIDA Review of AID's 

Program Evaluation Report No. 14. Robert Nathan Associates Inc., 

Washington D.C. : April 1985. 

This study provides a synthesis of the experience sinca 1981 of the 
the Agency'sU.S. Agency For International Development in implementing 

Private 	Sector Development Initiative. It draws on the findings of 
studies in numerous AID project studies, speical private sector case 

Costa Rica, Cameroun, Malawi and the Dominican Republic as well as A 
agencies. A bibliographicwide variety of sources from other donor 
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guide to relevant documentation is part of the document. The 

document outlines both the advantages and disadvantages of 

private delivery mechanisms. It recommends that each case be 
evalu~ated on its own terms when considering whether provision of 

a particular product or service belongs in the private sector. 

Hard and fast rules should be avoided.The fundamental conclusion 
of the study is that AID continue to develop an approach that 

balances public and private initiatives appropriately, and to 

increase awareness of the possibilities for private sector 
development in all of [its] activities. 

5 Cochrane, Glynn.
For Strength ening Local. (Jowrnmen inr Dte _'.pirg (]ountries.Policies -

World Bank Staff Working Papers No. 582 July 190S. 

This paper acknowledges that most developing countries operate under a 

highly centralized form of government when development 
depends on integrating the efforts of all government levels. In 

particular, effective public sector management depends on the 

ability of the central government to harness the resources of lower 

levels of government. Cochrane states that many developing countries 

depend heavily on iocal government to deliver basic services but do 

not accord local government the authority or administrative capacity 
of suchsufficient to generate local revenues to support the cost 

can be recovered from the consumerservices. The cost of services 
a)through user charges; b) L:he local government revenue base; or c) the 

central government, either through revenue sharing or the grant 

system. The author advocates greater use oF user charges by local 

authorities since those who consume services and who have the 
who should pay. Rpf usenecessary resources are in principle 	 those 

public housing and recreationcollection, electricity, telephones, 
cost recovery is recommonded. A proliferation ofare areas in which 

local public enterprises or branches of national corporations such as 

a national water and sewerage authorities, while providing or financing 

certain services, are frequently poorly managed and regulated 
resour-es and functionalresulting in serious waste of local 

service delivery approaches havefragmentation. Publicly-structured 
be static rather than dynamic with little improvement inturned out to 

performance over time. 

6 Cohen, Michael. 
"Francophone Africa" in Internatiwoal Handbook on Local Government 

Rowat. Westport, CONN: Greenwood Press,Reorganization ed. Donald 
1980. pp 415-422. 

The author identifies four processes which have reshaped urban local 

government in francophone West Africa: 1) spatial growth of urban 

armas beyond previous jurisdictional boundaries; 2) growth of 

overlapping forms of area administiration over urban affairs; 3) 

transier of public sector responsibilities to the private sector, 

urban services; 4) continued adoptionparticularly in the provision of 

of urban administrative innovations developed in France. Restricted 
at the root of decliningrevenue-generating powers are alleged to be 
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quantity and quality of urban services provided by the public sector. 

Financcial constraints and growing demand for services are the 

principal reasons hastening the trend for municipalities to turn urban 
public services over to private companies. 

7 Cointreau, Sandra J. 
HoW o Do More With Less: Reducing Solid Waste Services Costs. Paper 

prepared for World Bank Seminar cn Mangement Options for Urban 

Services. Cesme, Turkey. November 11-20, 1985. 

in developingThe author 	 quantifies the costs of solid waste management 

countries which, on the basis of .Qield observations, c:an consume 20 to 

40% of a municipal budget. The article under].ines the importance of 

maintaining municipal or metropolitan control of the service even if 
private sector. The experiencesome operations are delegated to the 

of developing countries with contracting out for this service is that 

mostly internationa] waste mangement service firms are retained because 

exist at all, are not equipped tolocal private enterprises, if they 

meet the demand. The author calls for joint-venturing of 

firms with local firms to promote and develop theinternational 
private sector capacity in solid waste management in developing 

countrjes. 

7 Coyaud,. Daniel P. 
Private and Public yes For P-'rovEiding ater .Spy. Seerage 

Bank Seminar onand ther MUnpiQl Services. Paper prepared for World 
Turkey. November 11-20,Management 	 Options for Urban Services, Cesme, 

1985.
 

The paper identifies and discusses inst:itutional alternatives for 

public or private delivery of water and sanitation services which 

urban services as well. The Frenchmodels might be used for other 
supply is used as the framework for discussion asexperience 	 in water 

have tried or tested most of the institutiona'l alternativesthe French 
at home and in former francophone colonies. Alternativesboth 

institut ions, privatelyv-owneddiscussed include government-owned 
contract for specific operating services, managementinstitutions, 

with profit sharingcontract(gerance), management contract 

arrangements(regie interessee), leasing(affermage), concession. A 
various alternatives i5stable comparing management opt.ions of the 

incorporated into the paper. 

9 Cowan, L. Gray.
 
Diyetment adO Ei.vatilption. 0. the Publ!i: Sector" CAse Sudies of
 

Bureau of Planning and
Five QutEies Economic Development Division, 

Program Coordination, USAID December 1983. 

This paper emphasizes the Fact that in 	 most developing countries
 
have been, with rare
state-owned and controlled enterprises 


drain on national treasuries for the
exceptions, a continuing 
1hey have been inefficientlysubsidies necessary to offset losses. 


managed and have increased unnecessarily the cost of the goods and
 

As a result, the concept of divesting these
services they provide. 
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enterprises o the private sector or facilitating a greater role for
 

the private W.ctor in the provision of public enterprise goods and
 

services has been gaining popularity among developing countries. To
 

illustrate, the author summarizes the experiences of five countriess
 

Jamaica, Kenya, Indonesia, Bangladesh, and Malaysia with respect to
 

state-owned enterprises and efforts to privatize through divestature.
 

In each case he specifies the potential or actual role of AID in
 

private sector promotion.
 

1 Dei, Carlene.
 
Th _Role of he Formal Ad Ifor.ONl ,eors in tHe Frcoigion ofA irbWao
 

Services and Housing For Lowe' Income Groups in Abidjan (Cote d:Ioie) 

Paper prepared for AID loth Conference on Housing and Urban 

Development, February 26-28, 1986. Harare, Zimbabwe. 

This paper describes the success of public/private sector 

collaboration ir the provision of urban services in C'ote d'Ivoire. 

It discusses in some detail the structure and operations of 
a private
SODECI(Societe de Distribution d"iEau dP la Cote d' ivoire), 


monopoly contracted by government, to produce and distribute water
 

nation-wide; SITAF(Societe Industrielle de lransp'-rrs Automobiles
 

Africains), a private monopoly c:ontracted to provide waste removal
 

services for Abidjan, the capital city; S-)1TRA(Soci ee de Transports), 

a public/pri;vate corporation(societe d'economie mixte) created to 

supply public transportation in Abidjan; and EECl(L'Electricite et 

1"Energie de lia Cote d'Ivoire), a public/private enterprise created to 

provide electricity nationally. This paper concludes that, as in the 

case of Cote d'i,-oire, if the primary objective of providing public 

services is efficiency and proffitabiLity, then private companies seem 

best suited for performing the task provided they are ciLosely followed 

and experti se to evaluate
by governeint( agencies with the power 

measur.s. If socio-politicalperformance and enftorce corrective 


object ives are primary, then the public/private enterprise is
 

recommended, prov ided it is not so over-regulated that the private
 

element's vitality and effieciency is submerged.
 

11 Halmoe, 'lerje M.
 

Introduction Q0 Solid Waste Mnagemon, in Deve.Roinr ountie. 
Norwegian Institute of Technologqy. Trondheim Nth Norway. Paper 

prepared for Worlo Bank Seminar on Mangemrent Options f.or Urban
 

Services, Cesme, lurkey. November 11--20 1985.
 

This paper discusses the quantity and content of solid waste i.n 

developing countries, the health dangers of inadequate co.Ie(tion
 

and generally the extent of collection coverage which declines by
 

The lower income groups peak at. 00% roverage. The
income class. 

the necess:i ty of mai ntai ni ng close cooperati on
author asserts 


between private and public sectors in solid waste collection and
 

s overal l responsi bi ii tydisposal because of the publ ic sector' 


for pub.ic health and sanitation which responsibility is non

transferable.
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12 Hanke Steve H. 
The .Pri..vate Frov sion of. Fb.i- Services and Infrastructure. John 

Hopkins Uni.versity: Baltimore, MD. May 1984. Report prepared for USAID 

Bureau o. Private Enterpise. 

This report investigates the des:irability of substituting private
 

supply for public supply of goods and services that are typically 

thought of as being the sole responsibility of the public sector. 

The report is divided into three sections discussing: 1) 
theoretical supporL for privatization; 2) comparative cost 

studies present,iny.. positive empirical evidence for the 

proposition, mostly fr-om developed count.ries(34 service sectors 

are covered) ; and 3) types of privatization: complete, partial, 

temporary. The report concludes that .. on publicrivatizati of 


infrastructure an services is a desirable policy that should be
 

encourage by AID in developing rou.(ntries because it allows for 
more economi cal ly eff i ci ent output or increased qual i ty and/or 

quantit:y of output for the same resources. 

13 Lewis, lMaureen A. and Ted Miller. 
Fg,- F:.va.t.EL Ceshi@ p in fEian Urban .y@ egpMeQ. The
 

Ur-ban Institute: Washington 1).C. ,January 1986. Paper prepared for 

USAID 10th Conference on HOusing and Ur-ban Development in Africa, 

26-28 February 1986. Harare, Zimbabwe. 

This paper proposes an expanded role in Africa for the private
 

sector, particularly forms of public-private partnership, to help
 

fill the growing gap in pub].ic services delivery. Causes of the
 

gap are attributed to rapid urban growth and insufficient capital
 

investment and skilled management in the public sector. Four
 

areas of urban services delivery are discussed with respect to Third 

World experiences with private sector services delivery and 
participationopportunities to structure greater private sector 


within these service areas. The four areas are: 1) urban
 

infrastructure expansion; 2) water and sanitation(waste water);
 

3) public transport 4) solid waste removal (garbage). The
 

conclusion is that public-private partnerships in urban services 

delivery carn increase coverage and cut delivery costs while also 

leveraging new private investment in economic growth.
 

14 Marceau, Ian W.
 

.Pr-:aiarti..o of Mnicp. Services _in Sub-.Sh.an ai. 

University of Maryland: University Par::, MD. October 1985. Paper 

prepared for USAID, Office of F'rogram Policy Coordination. 

The paper describes the nature of municipal services in
 

developing countries and the genesis of sub-saharan municipal
 

services under various colonial models. It indicates the limited
 
public or
literature available on the actual ef:iciency of 
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private enterprises delivering services in Africa such that
 

accurate efficiency measurement is di4fticult. The author
 

describes individually the African experience with public
 
provision of services and private privision of services. He
 

emphasizes the difficulties of promoting privatization of
 

services such as water supply, electricity and telecommunications
 

in Africa because for many national governments they are regarded
 

as national functions for reasons of national security, public 

health and natt.onal pride. Only urban transport is proposed for 
greater private sector participation. The author undertook an 

extensive literature search on private sec::tor provision of 

municipal services in sub-saharan Africa which uncovered a vEry 

limited number of "publicaticis" on the subject. A description 

of the search strategy is inciLuded in chapter I of the document. 

15 Nellis, John.
 
Public EnterpEises in SUb-SaharEan Afi.ca. World Bank: Washington,
 

D.C. June 1985. draft working paper.
 

This document provides a detailed and quantified overview of the
 

role of pub]ic enterprises in the economies of sub-saharan
 

nations in Africa. The discussion is primarily concerned with
 

commerce-related public enterprises. The analysis concentrates
 

in three areas: 1) presentation of available figures. on public
 

enterprises and public enterprise sectors in sub-saharan Africa;
 

2) examination of the reasons why African governments have relied
 

so fully on public enterprises to achieve development; and 0)
 

arguments for restructuring public enterprises and their
 

regulatory environment so as to increase efficiency and
 

competition and to improve management of public enterprises
 

rather than to indiscriminately divest or privatize.
 

16 Rondinelli, Dennis et al.
 

Experienc:e. World Bank Staff Working Paper No. 581, January 1984. 

A large number of governments in developing countries have
 

attempted to dec:entralize development planning and management
 

decade. The author categorizes
responsibilities during the past 

into four types:
decentralization in developing c-ountries 


decentralization, delegation, devolution and privatization. in
 

most cases, privatization has not been a deliberate policy of
 

governments but has usually evolved from situations in which
 

private sector firms began offering goods and services that
 

not at all or only in some parts of
governmeM provided poorly or 


the country. The document lists a number of private sector
 

organizational arrangements used by devel opingn countries for 

project implementation. Among these, the role of non-governmental 

paral]el organizations such as charities, religious
 

organizations, community development associations in the delivery
 

of services to meet human needs is discussed.
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16 Roth, Gabriel. 
Private r-'-visi on of ublic Servies i.r Dev.op ieng Countries. 
Economic Development Institute Studies IJnit. May 1985. 
(Manuscript in draft)
 

This book challenges the notion that publ. ic services in the Third 
World can only be supplied by the public sector. The author 
presents and analyzes examples of private sector provision of 
public services in the Third World in si;. areas: 1) education, 2) 
electricity 3) health, 4) telecommunications 5) urban transport, 
6) water.and sewerage. The author argues that the experiences of 
one country, however, do not necessarily imply suitability for 
another country. Each situation has to be exmined on its merits, 
viewed in light of the traditions of the society concerned and of 
the resources, both puIblic and private, available to it. Major 
conclusions are that the role of the private sector is 
pervasivelthough often undocumented] in the provision of services 
in developing countries; and thot ohstacles to pri vato 
involvement in public services are social and political ro.ther 
than technical and financial. 

18 Roth, Gabriel and George G. Wynne 
Free E.nterise Urban Iransportation. Council for International 
Urban Liason, London: Transaction Books, 1982. 

In Africa, Asia and parts of Latin America, flourishing, 

privately-owned and profitable modes oF public transportation 
exist which provide city residents with quality transport 

services at affordable prices. These private modes of 
transport generate substantial employment and often run parallel 
to heavily subsidized and often debt-ridden publ:ic transport 
systems yet are still highly profitable to their owners. In 
addition to major routes, private transports typically service 
outlying areas and poor inner city neighborhoods whose bad road 
infrastructure defies the large vehicles that are the standard of 
public transport systems in most developing countries. The 
expansion flexibility of both legal and unregistered private 
tr.3nsport alternatives has been the only meFns by which 
escalating urban demand for transport services has been tracked 
in many developing countries. The private transport services of 
the numerous developing countries are held up as models of 
success which could be helpful to the U.S., Europe and other 
developing countries in evolving urban public transportation 
systems more responsive to user needs and economic efficiency 
cri teri a. 
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19 U.S. Agency For International Development
 

A.I.D. Folicy per:. Friv.te _Eterprise Devel opment Washington 
D.C.: USAID, March 1985 (revised) 

An official guidance document to help AlI strengthen and more 

fully integrate private enterprise development into the
 

mainstream of Agency activity. The document discusses the problem
 

of many developing countries maintaining policies that discourage
 

the efficient provision and maintenance of infrastructure, both
 

in rural and urban areas. Frivate road maintenance, urban public 

transit, water supply and sanitation are cited as examples of 

areas where enhanced private participati on in the provisior of 
both services and infraestructure can produce significant 
efficienc-ies. It: is noted that sole publi c: provision of 
infrastLucture and services often has been based on theoretical
 

ju-ticiations su:h as ratural monopoly, externalities, merit 

goods; yet these justifications have often proved erroneous. The 

real t ies of: government operat ions in publ i c services provision 
have been severe underc overage even ir cr' t i cal areas such as 

basic heaIth services, large operating deficits yet an insistance 
on servic-e provision free of charge when wi]liness to pay has 

been ,videnced, poor qiality of services as well as resistance to 

extending services to low income areas. The realities of pub.ic 

services management and delivery rarely justify a policy of both 

public finance and supply. [he focus of the AI) policy for urban 

services delivery as well as for other areas is to build up and 

rely on the indigenous private sector for the long run economic 

development of Third World countries. 

20 Urban Edge 

"Getting Full Benef:its From Costly Investments: Maintenance-A 

Development Priority" Urban Edge Volume 10 No 3 March 1986. 

Maintenance is considered a governmental function in most
 

developing countries yet certain activities may be performed more
 

eff.iciently by contractors hired to work for the government. Most
 

periodic maintenance activities .end themselves to contracting
 

because they can be planned in advance and are well-defined. IBRD 

study of private road maintenanrc,: through contracting out in 

developing countries shows an average 37 percent cost reduction 

in comparison to public provision of like services. 

21 Willoughby, Christopher R. 

"Infrastr-ucture: Doing More with Less" in Finance ard Development 
Vol 18 December 1981. pp. 30-32. 

The article asserts that the private sector can play an important
 

role in reducing the costs of creating and maintaining
 
infrastructure services in the developing countries.
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Deregulation, particularly of price controls, is expected to
 
stimulate imaginative and economical private initiative in many
 

areas inc]ucling transport, solid waste collection, disposal of 
liquid wastes or treatment For reuse in agriculture. In his
 
conclusion, the author calls among other things for more
 

assistence for training programs in ministries of public works
 
which are the main source of future contractors and contractor
 

staffs and for the devel opment of these ministries' regional
 

services to support community initiatives at the local government
 
level.
 

22 Zaroff, Barbara and Daniel A. Okun.
 

"Water Vending in Developing Countries" in Aqa Vol. 5 (1984), pp
 
289-295.
 

Much of the population in developing countries is without access
 

to an adequate supply of safe water. Financial resources are
 

limited and the installation o: planned infrastructure is slow.
 

Many communities are served by an informal system of private water
 

vendors who deliver (often contaminated water at prices as much as 
700% above piped water costs. This situation exists because of 
the inabili ty of developing countries to 4:inance the 
infrastructure necessary to keep up with the expanding 
populations and increasing demand for water in the cities. The 

article describes water supply prob].ems in developing countries 

and current water vending practices. It recommends and costs out 

as more than competitive an "improved vending system" as an 

economic interim solution for sanitary and affordable water 

suppl' to populations, both urban and rural, who have no other 

safe water access. 


