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Privatisation of water and energy in Africa

By Kate Bayliss and David Hall

A Report for Public Services International (PSI)
Executive Summary

Introduction

This paper sets out recent developments in water and energy privatisation in Africa in the year 2000. We provide an overview of the main developments throughout the region and look at some of the problems that have arisen. 

Recent developments in water and energy

The pace of  privatisation of water and energy in African countries has increased in the last two years. Cote d I’voire was one of the first to privatise waste and water. In Abidjan these have been under the control of SAUR since 1960. Until the mid 1990s, privatisation was limited to a small number of Francophone countries. Since then, many more privatisations have taken place with still more governments announcing tenders and intentions to privatise. Seven new contracts were signed in 1999/2000.

Usually water privatisation invariably follows the French model, with a private firm awarded a concession or management contract for water for a specified period ranging from five to 30 years. Our research reveals that developments in Africa have been dominated by the three French firms which were involved in 16 out of the 18 transactions which we have recorded.

Private sector involvement in energy in Africa has been primarily through independent power producers (IPPs) where a private firm operates a generation plant and sells power to the government-owned utility. Few countries have actually privatised ownership of the electricity utility but many have said that they intend to and some have started to unbundle utilities into generation, transmission and distribution with a view to future privatisation. 

The trouble with privatisation

Competition and regulation

 In most African countries, neither competition or regulation are very effective. 
 Markets are smaller than in other regions, and so likely to be less competitive. Only a handful of investors are operating in Africa at present and this further reduces  the credibility of competition.  Frequently there is no attempt to set up a regulatory system before privatisation, and there is a lack of capacity to carry out effective regulation of multinationals. 
Donors

Nearly all African countries have loans from the World Bank, and loan agreements usually have terms (conditions) attached. In the last two years privatisation of energy (frequently) and water (sometimes) is included amongst these conditions. Substantial amounts of concessional loan funding - including eligibility for debt relief - depends on achieving privatisation targets. This means that privatisations are often hastily implemented, with extensive concessions offered to attract investors as governments’ bargaining position is weakened. 

Financial impact

IPPs nearly always require a power purchase agreement (PPA) and the terms of these can be onerous. The amount of power to be sold is specified at a price fixed in foreign exchange. Experience in other regions, where IPPs have been longer established (e.g. Indonesia and Pakistan) shows that this can mean financial disaster for the utility. The terms of the PPA has been the major stumbling block in drawing up the contract for the IPP at Bujugali in Uganda. This is particularly problematic because the IPP is going to produce more power than the country needs so the government is hoping to export some to Kenya.

Private investors are looking to make a profit and therefore efficiency gains need to be considerable if there are to be sufficient benefits to outweigh the costs of supporting commercial returns. However, the ability for consumers to pay full market rates is constrained by high levels of poverty in much of Africa. In Zimbabwe, UK company, Biwater, withdrew from a proposed water privatisation project when it became clear that the end users of the programme were not in a position to be able to pay the tariffs that would be required for Biwater to make an adequate commercial return.

Procedures

Privatisation (and the award of contracts generally) is a well-known breeding ground for corruption. Some of the contracts awarded for power and water in Africa have been less than transparent. For example, several contracts have been awarded without competition. Two recent contracts to Vivendi (in Chad and Kenya) revealed no financial details of the agreements. In power generation projects, it is not clear that any kind of tender procedure is followed as most projects to date have been sponsor driven.

There is a massive imbalance of bargaining power when it comes to privatisation contracts. Not only do international private companies have considerable economic clout and greater experience at negotiations, they also have powerful allies as is demonstrated by the reported intercession of the US president on behalf of US firm, Enron, dealing with the government of Mozambique.

Democracy

Privatisation of water and energy has been heavily pushed by donors. These bodies are not democratically accountable and yet they hold extensive influence in most African countries. While most governments may themselves now express pro-privatisation positions, the policy has not been subject to open debate, discussion and scrutiny by affected parties.

Recommendations


·  The World Bank and the IMF should end the practice of making  privatisation of public services or utilities  a condition of loans. These conditions distort the decision-making process by removing other, potentially better options; place undemocratic constraints on a country’s ability to make decision through democratic processes; and may undermine the prupose of the loan itself. 
· Within each electricity sector, the strengths and weaknesses of current arrangements need to be assessed. It is important to clarify whether problems are due to power supply or further downstream. IPPs place electricity utilities under huge financial strain and their full cost needs to be recognised. Some kind of corporatisation of electricity utilities may offer benefits without privatisation. 

· In forming a strategy, electricity utilities can benefit from international expertise and a review of experience in other countries. The danger is that the consultants that provide advice often rely heavily on WB contracts and hence will not come up with a more imaginative and realistic approach. Advisers could be selected from the best performing service providers.

· Policies need to be adopted on the basis of the specific needs of the enterprise.  Where the private sector is an option, it needs to be compared with the public sector option. A useful mechanism might be to evaluate the efficiency gains that will be required for the private sector to be preferred taking into account the profit margin expected. 
Conclusions

This paper shows that there is a certain pattern to the way that energy and water privatisation policies are being adopted throughout Africa. With little experience on which to base the policy, governments are scrambling to attract investors and to privatise. Privatisation is universally promoted by the World Bank which continues to use the one-size-fits-all framework which has dominated their policies for decades.

Nearly all research into privatisation in Africa is sponsored by the World Bank. What is needed is more information on the realities of privatisation in Africa so that an alternative and more pragmatic approach can be presented. 
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Privatisation of water and energy in Africa

1.  Introduction

This is the first PSIRU report on utility privatisation in Africa. It provides an overview of the situation in the  year 2000.  On the whole, private participation in infrastructure in Africa is less advanced than in most other regions. However, the pace is expected to accelerate, particularly with international donors citing the private sector as a source of both revenue and efficiency gains for infrastructure investment (World Bank 2000). This review aims to assess the extent – and the limitations - of water and energy privatisation in Africa. 

2.  Water

There has been a wave of new privatisations of water distribution services in Africa since the late 1990s, both actual and proposed. The greatest factors behind the surge are the conditionalities attached to IMF and World Bank loans.

2.1  Water privatisation: concessions and management contracts

Table 1 lists water privatisations in Africa to date.  Up to 1997, almost the only privatised water services in Africa were in a number of francophone African countries, which had granted water and/or energy concessions to French companies. All three French water companies were involved, but the main beneficiary was SAUR (as a result, Africa represents more than half of SAUR’s international business). 

In 1999 and 2000, however, there has been a sharp growth in the number of actual and proposed water privatisations.  In a number of cases these were forced by World Bank/IMF conditionalities.   Table 2 shows further privatisations which have been proposed or tendered, but not yet carried out. In the subsequent section, some country cases are examined in more detail.

· Table 1: Water privatisations in Africa, August 2000

	Country

(PSIRU news item reference)
	Contract Type
	Multinational(s)
	Competitive tender?
	Date started

	Cote d’Ivoire
	Concession renewed every 15 years on negotiated basis
	SAUR- also responsible for waste in Abidjan
	?
	1960

	Guinea
	Private company (SEEG) signed leasing contract for 10 year period
	SAUR, EDF
	?
	1989

	CAR
	15-year leasing contract from 1991
	SAUR
	?
	1991

	Mali
	4-year overall management contract
	SAUR-EDF-HQI
	?
	1994

	Senegal

(872)
	SAUR has 51percent of Senegalaise Des Eaux
	SAUR
	?
	1995

	Guinea-Bissau
	Management  contract Private partner's remuneration 75 per cent fixed, 25 per cent performance-linked 
	Suez-Lyonnaise, EDF
	Y
	1995

	Djibouti

(1745)
	
	Vivendi
	?
	1996

	South Africa

(3291, 3554)
	3 small places: Queenstown, Fort Belfort
	Suez-Lyonnaise (WSSA)
	?
	1995

	Gabon

(2559)
	20 year concession
	Vivendi, ESBI
	Y
	1997

	Morocco

(3827)
	30-year distribution concession Casablanca: water + electricity + waste management
	Suez-Lyonnaise, EDF,  Agbar, Endesa
	N
	1997

	Morocco

(3749)
	30-year distribution concession Rabat: water + electricity + waste management
	Electricidade de Portugal, Pleiade, (Portugal), Dragados & Construcciones (Spain) and Alborada (local)
	?
	1998

	South Africa

(3382)
	30 year concession Dolphin Coast
	SAUR
	Y 


	1999

	South Africa

(3506, 3753)
	30 year service contract Nelspruit
	Biwater/Nuon
	?
	1999

	Mozambique

(3950)
	15 yrs (Maputo and Matola) and 5 years for the other cities 
	SAUR+IPE (Portugal)
	Y
	1999

	Egypt

(3930)
	
	Vivendi
	Y
	1999

	Kenya

(3713)
	10 year contract Nairobi (water billing and revenue management)
	Vivendi
	N
	1999

	Chad

(4094)
	30 year management contract National
	Vivendi
	?
	2000

	Cameroon

(4084)
	20 year concession National (SNEC)
	Suez Lyonnaise
	N
	2000


Source: PSIRU database; Campbell-White and Bhatia, Privatisation in Africa IBRD 1998

· Table 2: Proposed and/or tendered water concessions in Africa

	Country
	Contract Type
	Multinational(s)
	Competitive tender?
	Date started

	Morocco
	Tangier water + electricity 25 year concession
	
	Y
	Tendered*

	Niger
	National
	
	Y
	Tendered

	South Africa
	Johannesburg
	
	Y
	Tendered

	Tanzania
	Dar-es-Salaam
	
	
	Tendered

	Congo
	National
	
	
	Proposed

	Ghana
	National
	
	
	Proposed

	Nigeria
	Lagos
	
	
	Proposed


Source: PSIRU database

2.2  Some case examples

· A series of small steps towards privatisation have taken place in South Africa so far. In 1995 Suez-Lyonnaise’s subsidiary WSSA obtained three small concessions.  Then in 1998 it was announced that two municipalities, Nelspruit and Dolphin Coast, wanted to privatise their water. These are still the subject of a continuing dispute with South African Municipal Workers Union (SAMWU), but the authorities have nevertheless gone ahead and signed contracts with Biwater and SAUR (subsidiary of Bouygues) respectively.  At the end of 1999, as part of the plan to restructure Johannesburg, the city council tendered a management contract for its water services.  Both these developments breach the ‘framework agreement’ signed between central and local government and the main union centre, COSATU, at the end of 1998 (see below).

· A consortium led by SAUR was awarded the concession to supply water services to seven cities in Mozambique from 30 November 1999. The project is 38 percent-owned by SAUR, 32percent-owned by IPE (Portugal) and 30percent-owned by local investors. Mozambique was recently considered eligible for debt relief from international donors -  partly because of progress in implementing market oriented reforms like this.
 

· Egypt tendered a series of build-operate-transfer (BOT) treatment plant schemes in 1999, including a drinking water treatment plant and a wastewater plant in Cairo (both won by Degremont, part of Suez-Lyonnaise), with others for Suez and East Port Said still undecided.  A water and sewerage scheme for a tourist resort, SahI Hashish, was awarded to a Vivendi-led consortium.

· In Kenya, the management of water billing and revenue collection for Nairobi City water supply was transferred from Nairobi city council to Sereuca Space of France, a joint venture  between the multinational Vivendi and the Kenyan company, Tandiran in December 1999. This privatisation is an outstanding example of one which ignored the alternative of a public sector restructuring, generates no new investment in the system, provides guaranteed profits for the multinational concerned, requires increased prices to consumers at a time of drought, costs 3500 Kenyans their jobs, while providing a handful of very high paid management jobs (see Box A) 
.

· Box A: Nairobi Water 

“Nairobi City water consumers will have to dig deeper into their pockets to pay Ksh1.9 billion ($25.3 million) in 10 years following the proposed management transfer of water billing and revenue collection from the Nairobi City Council to Sereuca Space of France. Sereuca Space, in a joint venture with Generale de Eaux and Tandiran, will not invest a single cent in new water reservoirs or distribution systems

during the 10 years that the contract will be in force. Instead, the company will spend an undisclosed amount on installing a new billing system at City Hall and, for that, reap 14.9 per cent of the Ksh12.7 billion ($169 million) collected over the period. The amount to be paid to Sereuca Space will be Ksh1.9 billion over the 10 years. 

Consumers will pay the money under a graduated tariff structure with takers of up to 10 cubic metres being charged Ksh12 ($0.16) per cubic metre while users of up to 30 cubic metres will pay Ksh18 ($0.24) per cubic metre. Those who consume up to 60 cubic metres will be liable to pay Ksh27.5 ($0.37) per

metre, with large consumers (above 60 cubic metres) paying Ksh34.50 (0.46) per cubic metre.

The charges represent at least a 40 per cent increase over the current tariffs although most of the bills are estimates due to lack of water meters, which cost about Ksh2,000 ($27) per household. The city is currently

under a biting water rationing schedule attributed to drought, which has drained the reservoirs that supply water to Nairobi's population of about three million people. 

Nairobi deputy mayor, Mr. Joe Aketch, has opposed the deal, saying it will lead to a loss of 3,500 jobs in exchange for 45 staff, four of them expatriate, who Sereuca proposes to employ. The salaries of the expatriates appear utopian by Kenyan standards, with the average total pay rising from Ksh124.5 million ($1.7 million) in the second year of the contract to Ksh293 million ($3.9 million) at the end of the contract. The deal has also polarised opinion within the council, explaining why it was not implemented in April as initially planned. It was not clear whether the deal has been sanctioned by the Ministry of Local Government and Treasury due to the huge expenditure implications. 

Analysts question the wisdom of giving away a department that accounts for three quarters of the council's revenue to a private firm which will not add any value either to the city's water distribution system or supply. The Nairobi City Council's water and sewerage department is supposed to reimburse the cost of the computer system and hardware to the contract at the end of the 10-year arrangement, with no provision for depreciation. Observers now contend that the sums to be earned by Sereuca, a subsidiary of Vivendi of France, which won a $55 million tender for Kenya's second mobile phone provider, are exorbitant. Vivendi will provide cellular telephone services in Kenya in conjunction with the Sameer Group. They argue that the City Council should have opted for the commercialisation of the department. 

Analysts have long argued that the water department could meet its financial obligations, including loan repayments, and pay handsome dividends to the council if run commercially. They have proposed that consultants be appointed to develop a commercialisation strategy including a transitional management plan before the strategy is implemented. Instead, the city council has preferred to contract its billing and collection section to Sereuca for 10 years, a duration which shuts out any proposal for an appropriate commercialisation strategy.

There are also concerns that the single sourcing process used to give out the contract to Sereuca undermined the prospects of the council getting a competitive quotation, although it insists that it invited four other companies to bid. Its failure to identify the other contestants has clouded the entire process, with experts calling for an open tendering system conforming to World Bank guidelines.

The contract also raises critical issues since water distribution will still be under the Nairobi City Council. Although the council has a capital plan to cover distribution, no proposal has been made on how the council is to fund such a programme. Observers say this failure will adversely impact on the contractor's performance, to the extent that the proposed increase in billing from 50 per cent of consumed water to 80 per cent in three years may not be realised. Collections are projected to rise from 58 per cent to 95 per cent in three years. 

Although Sereuca systems could check against fraudulent billing, which costs the council Ksh192 million ($2.6 million) a year, the sums payable to the contractor will still leave the council with no savings at the end of the contract.

Councillors want the contract cancelled and subjected to proper professional analysis and re-tendering.”

Peter Munaita, The East African, 7 Aug 2000: French Water Deal to Cost Kenyans $25m

· In January 2000 it was announced that Vivendi was to take over responsibility for Chad's state owned power and water company under a 30 year contract for the management of  the Societe Tchadienne d'Electricité et de l'Eau (STEE).  STEE is to initially be wholly-owned by the Chadian government but is to be privatised by 2005, at the  end of a ‘transition stage’ during which STEE will improve its financial and technical performance. Vivendi is expected to take over when the company is privatised.

· In May 2000, Suez Lyonnaise announced that it had been selected as sole bidder to acquire the Cameroon government's 51  stake in state water company Societe Nationale des Eaux du Cameroun (SNEC) and a concession to operate the country's water supplies for a 20-year period. Rapid privatisation of SNEC was required for Cameroon to qualify for debt relief from the WB and IMF.

Several other countries have announced proposals to privatise water, including Tanzania (Dar-es-Salaam, not yet awarded), and statements of intent to privatise by Nigeria (Lagos), Ghana, and Congo.

2.3  Water treatment plants, dams : Build-operate-transfer (BOT) projects

Construction of new treatment plants is sometimes done through BOT schemes, where a private developer finances, builds and operates the plant for some years, and then hands it over after 20 or 30 years, after the   profit has been extracted. One example of such a project is a wastewater treatment plant in Durban, South Africa, which is being constructed and run by Vivendi’s engineering division OTV.
  

Such new projects may also be carried out by the public sector. Also in South Africa,  a new treatment plant was set up at Matsulu, in the suburbs of Nelspruit – a city which has issued a private concession of its water supply – so in that case the public sector is handing over a plant to the private sector).

Similar BOT possibilities exist with dams and reservoirs to create new sources of bulk water supply. The profitability is crucially affected by the volume and price of water that can be sold. These schemes may encourage  excessive consumption of water resources (the Lesotho Highlands water project is one such example), or may require high prices as a condition of operation. 

2.4  Alternatives to privatisation: public sector restructuring

· Public sector alternatives have been largely neglected

In none of the cases of water privatisation does there appear to have been any examination of the feasibility and comparative advantage of public sector alternatives.  In Nairobi, this was identified as a key weakness of the privatisation: there is an alternative, whereby the water department could be restructured and made financially viable – but no transitional plan was commissioned or considered (see box).   

South Africa provides an example of how regulations can insist that the public sector option should be considered, indeed preferred. The Water Act  states that "privatisation cannot take place until all known public providers have been exhausted and found unwilling or incapable of doing the job."
 In addition, there is a formal agreement between local government and the trade unions for the public sector to be considered as the provider of first choice:  "In December 1998, COSATU and SAMWU signed a framework agreement with the local government employer body, SA Local Government Association (SALGA) around municipal service partnerships. The agreement was the product of months of negotiations. It concurs with national legislation that the public sector is the preferred deliverer of services and specifies that involvement of the private sector in service delivery should only be a very last resort--if there is no public sector provider willing or able to provide the service." 

However, the privatised concessions awarded in Nelspruit and Dolphin Coast, and the tendering of a management contract for the water of Johannesburg, have been implemented in breach of these guidelines. As a result, these proposals are the subject of ongoing disputes (continuing in September 2000).

There are a number of examples in Africa – as elsewhere – of  the possibilities of restructuring public sector water services to deliver better services. 

· Odi: public partnership in semi-rural area

Odi, in the North West Province of South Africa, is a semi-rural region with a poor population,  - only 27percent of households have inside taps. The municipalities formed a project with the parastatal bulk water authority, Rand Water, to develop water services capacity over a period of three years, after which the municipalities would take over the operations. Democratic structures, including local councillors, trade union representatives and elected village committees played an important role, for example in increasing payments – the income from charges quadrupled in 18 months.  The project has involved capital investment and transitional consumer subsidies from central government. 

· Nelspruit treatment plant – public sector built, given to private company

A different sort of public-public partnership was used to develop a new water treatment plant at Matsulu, a suburb of Nelspruit, capital of Mpumalanga province. The government of Portugal provided the finance, the South African government constructed it, and will operate it for one year.  But because Nelspruit’s water service is being privatised, it will then be handed over to a private company, which contributed nothing to the project.

· Cape Town – public sector extension of services to townships

The extension of water services to all the areas covered by the city council of Cape Town, including previously neglected black townships and white residential areas, was made possible by a participatory restructuring exercise. With the support of local trade unions, the municipality succeeded in raising service standards by improving the management of the available resources and infrastructure. Meters were installed or replaced, leaks were reduced and water pressure improved. Standpipes were also installed in new areas. The evident success of “in-house” restructuring has prompted local authorities to reject plans for privatisation 
 

· Malawi - restructuring Lilongwe water 

Before policies were dominated by privatisation, the World Bank itself funded a pair of long-running and successful capacity-building projects in Malawi in the 1980s. According to an evaluation report written in 1997 by the World Bank’s own Operations Evaluation Department (OED), the projects showed “that a small utility, operating under difficult circumstances, can be managed effectively. An OED audit found that the projects increased water availability for the poor, established an expanding sanitation program, and improved management at the local water utility. The first project included carefully designed preparation for the second project, and focused primarily on building institutional capacity. Both projects were completed successfully, the second ahead of schedule. Their accomplishments included an increase in the efficiency of operations and the creation of a network of local consumer committees to operate water kiosks for the poor. Many of the committees are run by women…”.

The key role of the partnership was in providing training to the point where local officials took over all the running of the authority themselves: “The projects helped develop an effective management support and training program through a twinning arrangement with a British water authority. After the program was completed in 1994, the water board successfully took over the functions of expatriate advisers. All senior level management positions are now filled by local officers, and staff productivity has increased above target levels.” 
2.5  Conclusion

While water privatisation has not so far been widespread in Africa, governments are increasingly voicing commitment to private ownership, with strong encouragement (or coercion) from the World Bank. The same three French companies dominate the privatisation transactions that have taken place and public sector alternatives are rarely considered. 

One of the problems is that Africa has limited attractions for investors in water. This is in part because users cannot afford high tariffs and private companies may not be able to generate sufficient returns. Rather than reconsidering policy options in the face of such constraints, privatisation is still pushed. As a result, governments are increasingly tied into long-term contracts which are awarded in haste with ineffective competition or regulation. 

Privatisation needs to be considered as just one of a range of policy options that might be used to improve service delivery. It must not be treated as a replacement for the public sector. Where private concessions are awarded, it is essential that the state has an adequate regulatory mechanism in place to monitor and enforce contract terms. Given the major institutional and financial resources that such a regulator would absorb, restructuring the public sector may be a more cost-effective option.

3.  Energy

Since the late 1990s,  there has been rapid growth in plans for privatised energy in Africa. Although many projects have not yet been implemented, there has been a major policy shift, with many governments articulating a pro-privatisation policy. This may be due in part to a problems with the state sector (for reasons discussed below) and – perhaps most significantly for policy developments – World Bank loans which are contingent on privatisation. The World Bank is also involved as an investor in some of the larger power projects in the region through the International Finance Corporation. 

The main means of private sector participation are: as Independent Power Producers (IPPs), through management contracts and through the break-up and sale of state electricity companies. These are each  discussed below.

3.1  Independent Power Producers (IPPs)

IPPs are electricity generating companies which are not owned by the distribution company, but sell their output to the electricity distribution organisations, or directly to larger customers.  IPPs may be created by selling existing power stations to a new owner, or by licensing a company to build and operate a new power station. Table 3 shows the major IPP projects in Africa agreed to date; Table 4 lists those which are actually operational. The subsequent section deals with some more detailed cases.

· Table 3: Major IPP projects in Africa agreed as of August 2000 

	Country
	Capacity/place
	Year project signed
	Companies

	Cote d’Ivoire
	210MW  at Vridi

210 MW (Scheme VII)

288 MW at Azito (BOOT Project)
	1990

1994

1998
	CIPREL (SAUR/EdF joint venture)

SAUR/EdF

EdF/ABB

	Egypt
	2x325 MW (BOOT Project) at Sidi Krier

2x625MW Suez and East Port Said 
	1998

1999
	Intergen & Bechtel 

EdF 

	Ghana
	110 MW at Takoradi Power Station

110 MW Takoradi II

220 MW near Tema

80 MW Tema
	1997 

1999

1998

1999
	CMS-VRA

CMS-VRA

KMR Power, EPDL and Marubeni

Union Fenosa

	Kenya
	74 MW Kipevu II, Mombasa
	2000
	Cinergy, IFC, CDC

	Morocco
	348 MW at Jorf Lasfar

470 MW
	1997

1997
	CMS / ABB

Endesa, EdF

	Namibia
	750 MW at Oranjemund (Kudu)
	1996
	National Power, Shell, Nampower and ESKOM

	Nigeria 


	548MW (build and operate) 

276MW Southern Nigeria
	1999

2000
	Enron

Siemens

	Senegal
	60MW

37MW
	1999

1998
	General Electric

HQI

	Tanzania
	100 MW at Dar es Salaam(contract disputed and 

now under arbitration with World Bank)

110MW Songo-songo region
	1997

proposed
	Independent Power, Tanwat: venture between Tanzanians and a Malaysian Company

Consortium led by Ocelot (Canada)

	Tunisia
	471 MW at Rades 20 year BOT
	1999 
	PSEG (US), Marubeni (Japan), Sithe (France)

	Uganda
	250-300 MW at Bujugali (30 year BOOT)

200 MW at Karuma Falls


	1999

proposed


	Nile Independent Power  (joint venture between AES and Ugandan firm, Madhivani International)

Joint venture between Sole Craft (Norway) and Packwatch Power (Uganda)

	Zimbabwe
	660 at Hwange

1,400 MW at Gokwe North
	1996

1998
	YTL Power (Malaysia)

Consortium of National Power, ZESA and minor private investors


Sources: PSIRU database; Karekezi and Mutiso, 1999,
 Energy Information Administration (www.eia.doe.gov),

IPPs are relatively new to Africa. Table 4 lists the major IPPs that are up and running in August 2000 (although, in addition, some smaller, emergency stop-gap plants are operating, for example in Kenya.) What is clear is that most of the IPP generation has yet to come on stream. Very little has actually got to the production stage. 

Table 4: Major IPPs Operational at August 2000

	Country
	IPP
	Company
	Date of start of production

	Cote d’Ivoire
	Vridi 1st Stage
	CIPREL
	1997

	Ghana
	Takoradi
	CMS-VRA
	2000

	Morocco
	Jorf Lasfar
	CMS/ABB
	2000


Sources: PSIRU database; Energy Information Administration (www.eia.doe.gov), 

3.2  Some case examples

Some of the more recent developments are summarised below. 

· In July 2000, CMS Energy announced the commercial operation of unit 3 at Jorf Lasfar power plant I Morocco. This 348MW, $1.5bn coal-fuelled facility is the largest IPP in Africa. It began supplying commercial power on 9 June 2000 to Office Nationale de l'Electricité (ONE), the Moroccan national utility. Power from the plant is sold to ONE under a 30-year purchase agreement.
 

· In Egypt, a series of three IPPs have been established, all producing relatively low cost power. The first, with Intergen at Sidi Krier, will produce power at $0.026 a kWh. Two 650-MW plants at Suez and East Port Said with Electricité de France (EdF) will sell power at $0.0237 a kWh from 2002. One of the reasons for this low price is the cheap gas that will be provided by the Egyptian Gas Company (Gasco).
 

· In Uganda, the bitterly controversial Bujugali dam hydro project, which involves AES, was finally agreed by parliament in December 1999.
  (See Box B for a summary of the problems with this project.)

· Box B: The Bujugali Falls project – AES in Uganda

The Ugandan Government has reached implementation and power purchase agreements with USA multinational AES for the 250 MW Bujugali Hydro power project. The plant will cost $500m and will be on a 30-year BOOT contract. It has been the subject of bitter controversy.

· Corruption

Two energy ministers have resigned after alleged corruption in connection with the AES scheme.  Ugandan energy minister Richard Kaijuka resigned in April 1999 after being accused of accepting bribes. According to Business Day (7/4/99):"Kaijuka had pushed for the signing of a power purchase agreement in which Uganda stood to lose huge sums of money to an independent power producer." The allegations have not been investigated by the World Bank.

There was no competitive bidding for the project.

· Investment 

AES are contributing $110m to the  $500m scheme: the rest comes from export credits, development banks and the World Bank’s IFC division. AES are the biggest private users of World Bank money through IFC.
 In the last five years, IFC, the private sector lending arm of the World Bank Group, and IDA, the concessional lending arm of the Bank have approved or are in the process of considering one billion dollars of development assistance for AES projects.

· Costs

In August 1998 the proposed new laws and PPA required to enable the creation of IPPs had been rejected almost unanimously  by MPs, who said they did not safeguard the interest of Ugandans. MPs were reluctant to approve the PPA because of the perceived cost to Ugandans. But in February 1999 AES said it would not build the hydropower station at Bujagali without a government guarantee that the Uganda Electricity Board will buy the power produced there. In March 1999 the World Bank agreed to guarantee the scheme against political and other risks – on condition that the Ugandan government agree to privatise the Ugandan Electricity Board. 

· Unnecessary

The projected output of the dam is close to the total national consumption of electricity in Uganda. According to assessments in September 1999 by ESMAP, a joint UNDP/World Bank project, the power station will be of little benefit to Ugandans.  No more than 7percent of Ugandans can afford unsubsidised electricity; the grid cannot reach 75percent of the population; the electricity board’s problem is not lack of power but lack of distribution capacity. “… A more promising course is to rely, instead, on ‘alternative’, ‘non-conventional’ or ‘complementary’ approaches to electrification."   In May 1999 Uganda asked Kenya to agree to buy more electricity to make the Bujugali scheme more viable. 

· Environmentally unsound

The dam will destroy the Bujagali Falls, a serious cultural loss, and a potential source of revenue from river-based tourism. In 1999, court injunctions against the scheme were sought by community and environmental groups.

· Undemocratic

Ugandans are highly critical of the scheme and the way it is being pushed through. There has been no proper public debate on the nation's energy needs, or an assessment of all available alternatives, or a scientific analysis of the environmental impacts. There has been government intimidation of those who speak out against the project in the dam region. At one point the USA said that failure to approve the scheme would damage US-Ugandan relations.

· AES

AES has been accused of corruption and of failing to fulfil its investment obligations in Argentina as well as Uganda. It has opposed trade unions in countries like Hungary and is regarded as an anti-union company in the US and Europe. It is involved in several environmentally controversial projects that are actively opposed by local communities like the Guayama Coal Plant in Puerto Rico.  AES has threatened to sue the local community of Bucksport, Maine for opposing the a coal fired power plant. In October 1999 it demanded that the government of Orissa, India, should pay for repair of AES’ network after the cyclone devastated the region, killing thousands. 

Sources: PSIRU database, International Rivers Network, Friends of the Earth Washington
· In Nigeria, a 560MW gas-fired IPP at Morogbo, was agreed between the government and Enron (1999), with Enron arranging its own gas supplies from offshore fields, for an estimated $800m.
  Also in Nigeria, it was reported in July 2000 that German engineering company Siemens has agreed with the Nigerian government to build a 276MW power plant in southern Nigeria. The gas-powered plant, to be built at Afam, is expected to cost $108m.

· In Tanzania the government licensed IPPs, three of which are already operational. A major natural gas exploration project in the Songo-Songo region, according to investors Ocelot, is expected to provide natural gas supply for "high margin" electrical generation and industrial energy markets in Tanzania and Kenya. This will be structured as a build-own-operate arrangement underpinned by a PPA between SONGAS and TANESCO for a term of 20 years.

· Also in Tanzania, the IPP negotiated with Malaysian company, IPTL, is still under dispute. The contract has been referred to the World Bank’s International Centre for the Settlement of International Disputes (ICSID). Although construction was completed in 1998, the plant has yet to produce any power. The dispute rests on the amount of investment in the plant. IPTL claims that it invested $150m in the project, while Tanesco maintains that the project is worth $90m. On the basis of this divergence, IPTL intends to sell electricity from the plant for 21 cents per kilowatt hour (kwh), while the government wants the price to be set at nine cents.
 

· In Cote d’Ivoire, the 288MW Azito power project (20-year BOOT) is expected to cost $215m. The consortium  includes EdF (France), ABB (Sweden) with investment from the IFC.
 Electricity generated from the project will be sold directly to the government and will be delivered to consumers through private sector distributor Compagnie Ivoirienne d'Electricité (CIE -which is partly owned by EdF, a member of the Azito consortium). 

· In Kenya the Kipevu II project is to be undertaken by a consortium known as the Tsavo Power Company (including Cinergy of the US, IPS of Kenya, Wartsila of Finland, the CDC of the UK, and the IFC). The World Bank (though the IFC) is to invest $41m. The $86m, 74MW plant will be constructed on a Build Own and Operate (BOO) basis and is expected to come on stream either late 2000 or early 2001. Power will be sold to Kenya Power and Lighting Company (KPLC) through a 20 year PPA. Kipevu II is the first project in sub-Saharan Africa to be financed without guarantees from the government The PPA is guaranteed by KPLC which bears the risk of variations in demand and changing cost of alternative sources of supply. KPLC is a limited liability company and is 60 percent government owned, with 40 percent in private hands. KPLC  is listed on the Nairobi stock exchange and has a good record of not defaulting on international debt during its 40-year plus history. Moreover, it is widely regarded as having a healthy business and balance sheet.
 

· In Senegal the government expects all new generation capacity to come from private producers. General Electric was awarded the concession for a 60MW power plant at Dakar.
 In 1998 a consortium including HQI won a $24.2m contract to complete a turn-key project for selling, transporting and installing equipment, plus commissioning and financing a 37.4-MW thermal generating station.

3.3  Problems with IPPs

IPPs usually negotiate power purchase agreements (PPAs) with an electricity authority. These agreements guarantee that the authority will buy a high proportion of the plant’s output, at a price which guarantees a profit, for a period of 20 years or more. These agreements can be burdensome to the authority or its customers, because the payments are not related to actual demand or to the costs of alternative sources of energy. Multinational companies invariably require these PPAs to be denominated in US dollars or Euros, and so they become even more burdensome if the local currency falls. PPAs are extremely important to the profitability of the IPP, and are a great incentive to corruption.

The development of IPPs is supposed to be associated with liberalisation of electricity markets, but PPAs act in such a way as to minimise the impact of competition. (For this reason, Hungary has recently ruled that PPAs are invalid because they are anti-competitive: “PPAs not only inherently restrict competition, but carry the risk of "stranded costs" - the compensation paid if, in a free market, new power providers undercut the previously contracted generators”.) 
 

It should be noted that at present most private projects are so far ‘sponsor-driven’.
  This means that governments do not draw up a policy plan and then go to tender for power production, but rather they are responding to an approach by an investor.  Again, this is a non-competitive approach.

It is by no means certain that this sort of framework for power generation is effective. The ongoing dispute between the Tanzanian government and Malaysian power producers shows that power production can be abruptly halted, regardless of investments. Furthermore, while power shortages are widespread, some IPPs and PPAs have been developed on the basis of exporting to neighbouring countries (for example, in Uganda, which is planning to export to Kenya). The energy deficit countries meanwhile are developing substantial generation capacities themselves (as in Kenya). Growing domestic demand is expected to absorb increased production but given falling income levels in much of Africa in the last 20 years, markets may be volatile.  Experience in India, Indonesia, Pakistan, and Hungary suggests that there are likely to be major disputes over whether governments can afford to carry the risks associated with demand and currency fluctuations.

3.4  Management contracts

Some energy utilities have contracts with private firms for the management of the electricity board or for some aspects of management. With such contracts, the state retains ownership and some control over the operations of the utility. Management contracts can be popular with investors as they allow companies to profit from the business without the financial commitment that full scale privatisation requires. It also means that investors have a foothold in an organisation that will give them an advantage if the enterprise is subsequently privatised. For example, Vivendi, which provides the management for STEE, Chad's Water and Electricity Company, is most likely to be chosen when STEE is privatised which is expected to take place by 2005.
 Similarly, Eskom is hoping for a stake in the Ugandan electricity board when it is privatised.

Some recent developments:

· In Zambia, ELYO and LYSA, subsidiaries of the Suez-Lyonnaise des Eaux Group were appointed in December 1999 to carry out a pilot project to enhance the financial position of ZESCO – the state electricity company. The project aims to increase efficiency, accuracy and transparency in distribution and collection ratios at both small and large-scale levels. There will be a pilot project in Lusaka West which will possibly be replicated in other parts of the capital and the country.
 

· Hydro-Québec International  and ELYO won the tender to manage Togo's state electricity company, CEET (June 2000). The group offered $31.7m (21.74bn CFA Francs) for the five-year renewable contract beating competition from two other French companies, Vivendi and SAUR which offered 13.59 bn and 8.16 bn CFA respectively. HQI and ELYO are committed to paying off CEET's debts of 7.5bn CFA francs to the CEB electricity generator and will also pay 350m CFA francs annually to an electricity regulator, which has yet to be set up.

· Eskom, the South African electricity utility has been providing assistance to the Uganda Electricity Board (UEB) and it is reported (by the chairman of Eskom) that the company is now profitable, after nine months
 (although this does not mean it is not to be privatised – see below).

3.5  Restructuring and privatisation and state electricity companies 

Many African electricity utilities are suffering from financial difficulties. This may be due to politically imposed tariff structures which do not raise sufficient revenue, or to poor management.
 Whatever the reason, the current policy approach seems to be the same – vertically unbundle and privatise. This seems to be the policy even where state boards have improved (as in Uganda) or are considered to be well run but hampered by politically imposed tariff structures (Zimbabwe).

The breaking up and privatisation of state companies reflects a trend which has happened in other continents. Yet, there is little evidence that unbundling and/or privatising improves supply or reduces prices.
 One of the largest electricity companies in the world, Electricité de France (EdF),  is a single, unified state-owned system.  State-owned companies like EdF, Sweden’s Vattenfall and Finland’s  Fortum-IVO, compete very successfully in the liberalised electricity markets of western Europe. 

Even if markets are liberalised, competition is difficult to establish – not least because of the length of fixed contracts. This is clearly recognised by the multinationals themselves. For example,  the head of AES in Hungary, Steve Meyer, says: "The idea that market liberalisation here will lower prices, except perhaps for industry, is foolish. The consumer will have to bear the stranded costs either up front or through the courts."
 (He was commenting on the terms of a disputed PPA, and using this as an argument why the Hungarian government should guarantee to purchase the output of AES’ power station.)

It is questionable whether unbundling is appropriate in Africa where sectors are small by international standards. Bacon (1994)
 argues that there is a limit (typically 1000MW) below which it becomes unprofitable to unbundle a small power utility to achieve benefits of privatisation because of economies of scale. This is significant in Africa where average capacity (outside South Africa) is often 500MW or less.

Very few countries have actually transferred their energy utilities to the private sector in Africa. Some smaller countries have privatised ownership of joint water and electricity utilities (for example, Gabon, Guinea-Bissau and Mali – see table 1 above). The largest countries in the continent are now committed to breaking up and then privatising, piecemeal, their existing state companies. Some recent developments include:

· Senegal

A consortium comprising Canada's Hydro-Québec International and France's ELYO (a subsidiary of Suez-Lyonnaise des Eaux) paid $66m in March 1999 for a 34  stake and management of Senegal's National Electricity Corporation SENELEC. The sale was fiercely opposed and Senegalese trade union leaders were imprisoned in 1998 for campaigning against the privatisation of SENELEC.

Hydro Québec has already just won a $24m contract to build a new power station for SENELEC.

· Egypt

The government is committed to privatising the Egyptian Power Corporation. The company has already been split up into seven state-owned generation and distribution companies, and shares in three of them will be on sale shortly, starting with 10percent of the biggest, the Greater Cairo Company for Power. The process of bringing in private investment was helped by the fact that since the mid-1980s, the utility had steadily squeezed most price subsidies out of the system.

· Algeria

At the beginning of 1999 the Algerian parliament passed a law ending the state monopoly over power generation with a view to allowing IPPs. Another law is to be issued in the next decade to end Sonelgaz's monopoly over gas marketing and distribution and over the power distribution business.

Sonelgaz now is trying to become financially self-sufficient, raising tariffs and clamping down on clients that fail to pay their bill on time, like the state water utilities and other public services. Eventually, Sonelgaz is to be privatised; but it aims to become profitable in the meantime, which means power and gas tariffs will have to be raised to international market levels in line with IMF policy.

· Nigeria

The proposed unbundling and privatisation of the National Electric Power Authority (NEPA) of Nigeria came a step closer with the government advertising for consultants to advise on the restructuring of NEPA in April 2000. Credit for the privatisation of the power, as well as other key Nigerian industries, has been provided by the World Bank, which will also provide guidelines for the selection of advisors.

· South Africa

The most powerful electricity company in Africa is Eskom, the state-owned electricity company of South Africa, which is profitable. Eskom has been pursuing an expansionary policy and is active in other African countries, including Congo, Kenya, Mozambique, Uganda, the Gambia and Nigeria, via its wholly owned subsidiary Eskom Enterprises.

The South African government is planning to break up Eskom. In August 2000, Public Enterprises Minister Jeff Radebe announced plans to divide Eskom into corporate units comprising transmission, generation and distribution while its power units will be broken up into a number of separate units. Initially, different generating companies will be formed to promote internal competition, followed by the introduction of private sector participation via a strategic equity partner or a listing. Longer-term, the government plans to liberalise generation, but Eskom at present is producing a surplus of power.
 Zimbabwe

The World Bank says in its energy sector reform programme project document that ZESA, the Zimbabwean electricity authority, has always been well run but the problem has been that tariffs have been so low that there are insufficient funds to pay for maintenance – let alone expansion. However, the WB solution is to privatise. Privatisation of generation and distribution businesses is scheduled for Phase III of the WB programme (2005-2008), whereupon ZESA's role will be rationalised to that of system operator and transmission owner. The World Bank is providing $160m of the estimated $350m required for the reform programme.

Substantial tariff increases are proposed and these increments are expected to liquidate part of ZESA's $4.4bn debt.  ZESA is currently deemed technically insolvent.
 In August 2000, the Executive Chairman of ZESA said the power utility will be unbundled and its units privatised over the next two years to prepare for a liberalised electricity market.

· Uganda

The Ugandan government announced in May 2000  that the state-owned Uganda Electricity Board (UEB) will be privatised by June 2001. Transmission, distribution and generation will be separated. The government will retain transmission in the short-to-medium term. Privatisation moved closer with the award of contract to Hagler Bailly Services, Inc as privatisation advisers. Members of the Electricity Regulatory Authority were appointed on April 26, 2000. The Government of Uganda was to hold consultative meetings with interested international investors in Kampala on June 22nd 2000.

The government is pushing ahead with privatisation despite reports that the UEB has increased the collection rate by 26percent from sh65b in 1998 to sh82b in 1999. It was also reported that there billing for electricity consumption has increased by about 12percent from sh78b in 1998 to sh87b last year.  Eskom Enterprises has been working with the Uganda Electricity Board since early 1999 to improve management. As a result, in nine months, the board which has made a loss for much of its history, has been turned into a profitable enterprise, according to Eskom chairman, Reuel Khoza.

Pressure to privatise UEB increased with the approval of the PPA for the Bujugali project. According to the WB, “while the proposed Bujagali PPA presently contemplates UEB as the power off-taker, a fully privatized sector in which ideally multiple distribution companies will act as off-takers is crucial to the sustainability of the project.”
.        

· Tanzania

The Government of Tanzania is looking into privatisation of TANESCO. The vertical industry structure is to be unbundled into generation (one or several companies), transmission and distribution business. The transmission company would be the single buyer and would be responsible for conducting the public tendering process needed to contract additional generation capacity.

· Cameroon

In July 2000 it was announced that six companies had been short listed for the privatisation of 51 percent of SONEL – the Cameroon electricity company. The companies were Electricité de France (EdF), Hydro Québec International (Canada), AES Corporation (United States), ESKOM (South Africa), Union Fenosa (Spain) and SAUR (France).
 This privatisation is reported to be forced by the World Bank and International Monetary Fund.
 

· Kenya

In 1996, the Kenya Power & Lighting Company (KPLC) was split with KPLC dealing exclusively with the transmission and distribution of electricity while KenGen operates as the generating company. 40  of KPLC is owned by the private sector 
 and is listed on the Nairobi stock exchange.

·  Zambia

The state utility Zambia Electricity Supply Corporation (ZESCO) is responsible for electricity generation, transmission and distribution in most of the country. However, as an example of horizontal unbundling, responsibility for the distribution of power to the mining industry and townships rests with Zambia Consolidated Copper Mines Power Division (ZCCM). In 1997, 80percent of the generation and transmission assets of ZCCM power division were sold to the Copperbelt Energy Corporation (CEC). CEC is owned by Cinergy (38.5 percent) and National Grid (38.5 percent). CEC has a bulk power purchase arrangement from the national utility ZESCO and power sales agreements with the mining companies.

Unlike most of the rest of Africa, the government of Zambia has made it clear that it is in no hurry to privatise ZESCO.
 However, the Government has stressed commitment to commercialising ZESCO citing the performance contract in which the utility company is to meet set targets beginning April 2000 to March 2003. The contract requires ZESCO to increase productivity, reduce costs, improve billing, deal with faults, power failures and customer service.

ZESCO has been performing badly for reasons including poor equipment and mismanagement. ZESCO is owed K220bn in unpaid electricity bills. The privatised CEC owes ZESCO $14m.
 ZESCO has been trying to improve its financial performance through a number of politically unpopular moves. Measures taken include: disconnection of non-payers (although in August 2000, the government ordered ZESCO to put an end to this policy as it says that there are many users who have been wrongly over-charged) and tariff increases of up to 28percent
. So far 3,200 workers have been retrenched.  

3.6  Reversal of unbundling by private sector

Unbundling is considered beneficial because it creates smaller units with clearer objectives and increases management accountability. Yet with unbundling and subsequent privatisation the same private company can  buy up stakes in vertically connected companies (for example in electricity distribution and generation). This then defeats the supposed object of unbundling: in the long run, public vertically integrated monopolies may be replaced by private ones.  

This is beginning to take place in Cote d’Ivoire (one of the earliest privatisers), which transferred management of electricity supply and production to a private company, Compagnie Ivorienne d’Electricité (CIE) in 1990. This project is often cited as an example of a successful power sector reform process.
 In 1990, the government set up a contract with CIE – a joint venture between EdF and SAUR. In the first year CIE earned an operating profit of $2.5m and quality of service particularly in terms of reliability of supply are reported to have improved, although there have been problems for example relating to responsibility for investment.

The two joint owners of CIE are now involved in generation projects.  EdF is a shareholder in the Azito power generation project in the same country and CIE is the off-taker.
  Furthermore, CIPREL – a company owned by CIE and SAUR – finances and operates a thermal power plant which provides nearly half the country’s electricity output
. 

SAUR is also involved in further downstream activity with a stake in Foxtrot, a gas exploration project off the coast of Cote d’Ivoire which supplies power plants in Abidjan. 

The same process can be seen happening more rapidly in  Senegal. Hydro-Québec International (HQI) is part of a consortium which in 1999 acquired a stake - as well as management control - in the national electricity company. HQI has also been awarded a concession to supply power to SENELEC.

Transactions like these are further clouded by the different allegiances of companies which are in ‘competition’ in one country (or even in different tenders in the same country) and are partners in another.

3.7  Gas 

· Gas distribution

Some gas distribution systems have been privatised. 

· The biggest gas privatisation programme is in Egypt, where a series of BOT deals are being used to privatise and extend the gas system. The first stage was the privatisation of the Nile Valley Gas Company to a joint consortium of BG (UK) and Edison- Montedison (Italy - not the US company).

· In December 1999 Johannesburg council sold its gas operation, Metro gas, for R150m to Cinergy. This was part of the major restructuring of the city council under Igoli2002.

· Legislation pending in parliament would end the monopoly over power production held by Sonelgaz, the Algerian state owned gas and electricity company.

· Gas-to-electricity   

Gas is also making an impact as a fuel for electricity generation. In Egypt, cheap natural gas was one factor behind the relatively low priced IPP agreements with EdF. In South Africa Cape Town municipality has discussed piping gas from Namibia, and Johannesburg municipalities have discussed using gas from Mozambique as a fuel for power stations. 

3.8  Energy Trading

With many countries facing substantial shortages, cross border trading and cooperation has been hailed as the solution to energy sector problems. To this end, a number of countries (through their power utilities rather than governments) formed the Southern Africa Power Pool (SAPP).

This started in 1995 as a means of power sharing among 12 countries (Angola, Botswana, Democratic Republic of Congo, Lesotho, Malawi, Mozambique, Namibia, South Africa, Swaziland, Tanzania, Zambia, Zimbabwe). Trade had previously existed through bi-lateral contracts. Membership is limited to the national utilities in each country whose first responsibility is to ensure domestic supply. The arrangement was augmented by the regional trade group, the Southern African Development Community and has been driven by South Africa, the most active country. Some countries (Botswana, Mozambique and Namibia) have opted to rely more on importing power than building new capacity.

Cross-border trading goes on throughout Africa. In July 2000, the government of Kenya arranged to increase the amount of power imported from Uganda from 10 to 80 MW.
 Ghana has recently stepped up its imports from the Cote d’Ivoire. Zambia has been exporting power to Zimbabwe (although the contract was recently abrogated), Botswana ,Tanzania and DR Congo.
  Zambia is seeking to enhance foreign exchange earnings from electricity by adding new transmission lines to Tanzania and Namibia.

Mozambique, Swaziland and South Africa reportedly signed an agreement in August 2000 to connect their electricity supplies. Motraco, a joint venture company formed by Eskom, Electricidade de Mozambique and the Swaziland Electricity Board, are to provide electricity to the Mozal aluminium smelter in Mozambique.

However, a trading system relies on the financial stability of trading partners and in much of Africa, as discussed above, power utilities are in financial difficulties due to, in the case of Zimbabwe, unprecedented economic crisis and runaway inflation. For example, in June 2000 the Zimbabwe electricity authority owed Eskom (South Africa) 140m rand ($20m), and owed Mozambique $35m in back payments for electricity received from the Cahoha-Bassa hydro-electric dam.

Eskom has now cut the supply of power to Zimbabwe from 450MW to 150 MW (Aug 2000). However, Eskom has said it will consider an equity stake as payment when the electricity board, ZESA, is privatised.
  

Increased emphasis on sub regional electricity markets provide an important extra incentive for trade union liaison in this sector, to ensure that workers’ interests are properly protected in the internationalisation of electricity 

3.9  Other Developments

· Regulation partnership
Regulators in Africa have little effective power in relation to multinational companies operating energy systems. One response has been a form of ‘public-public-partnership:  in May 2000, the Energy Regulation Board of Zambia signed a formal partnership agreement with the Oregon Public Utility Commission (OPUC), and the District of Columbia Public Service Commission (DCPSC). The project is supported by USAID.

· Private generation by industry for own needs

With erratic performance of national supplies, many private companies are turning to private generation to meet power needs. In 2000 Rolls Royce was awarded contracts worth over $100m over a 10 year period to provide power to two gold mines in Mali. In 1999, they won a similar size contract for a gold mine in Tanzania.

Private power producers may remove high load factor customers from the grid system and this is likely to increase the cost of serving the remaining customers and thus cause more defections with higher costs and lower system reliability for the rest of the economy.

4.  The World Bank

More so than any other region, the policies of the World Bank dominate African countries. Most African governments have loans from the World Bank and once involved in World Bank programmes, countries rarely leave. According to 1998 data 42 African countries in Africa had WB loans.
 Thus World Bank policy is government policy for many countries. The World Bank has recently issued a (draft) paper on energy policy in Africa.
 The policy position of the Bank is clear: “The importance of attracting private investment into the energy sector cannot be overstated….The Bank will focus on countries which demonstrate -- through actions -- a credible intent to privatise and liberalize. The Team’s objective is to have as much of the sector as possible transferred into private ownership through open, transparent procedures and in a manner which mobilizes significant investment.”
Although recognising some of the limitations of privatisation, for example, that it is not effective in increasing access, private participation is promoted because, according to the Bank energy paper, it mobilises resources and is more efficient through tighter financial discipline at ‘the money end’ and through introducing new distribution and metering technologies.  
4.1  Privatisation as conditionality

The World Bank’s  role in directing policy is significant and linking loan disbursements to privatisation can force the hand of governments. It seems to be clear that a number of major recent privatisations were to some extent linked to loan disbursements (although the World Bank's 1998 study finds that specific conditionalities are less important than the pro-privatisation dialogue between government and Bank staff in loan negotiations). This approach means that privatisation is often implemented with little competition or effective regulation. For example:

· Reports from Cameroon indicate that the need to meet IMF/WB targets on the Enhanced Structural Adjustment Facility was in part behind the rapid privatisation of the water company, Sonec. The government had only a few days to meet the deadline for privatisation in time for the final review of the country’s ESAF, and a successful ESAF review was crucial if the country was to qualify for debt relief. Hence it was announced, a few days after a visit from the IMF/WB mission, that the water company would go to Suez Lyonnaise even though it was the sole bidder.

· The government of Mali approved a draft bill that would put an end to the monopoly enjoyed by the state utility Energie du Mali (EDM) in the water and power sectors (November 1999). The government  needed to show progress in electricity privatisation by December 31 in order to benefit from donor disbursements in various social sectors and for infrastructure projects. Mali also needs to satisfy the international donors in order to get a reduction in its external debt under the Heavily Indebted Poor Countries initiative (HIPC).
 

· In Mozambique, The World Bank and IMF agreed in August 1999 that the government had met the requirements for receiving close to $3.7bn in debt relief from its external creditors under the Heavily Indebted Poor Countries (HIPC) initiative. The relief was granted because of the government’s reform policies which include wide ranging privatisation.

· In Kenya, critics are concerned that the WB/IMF will force the privatisation of KPLC before the government has made any progress on corruption charges. In telecommunications, the new ownership is said to revolve around politically connected firms and personalities and it is reported that few past privatisations have brought tangible benefit to either consumers or the country.

4.2  Conflicting interests

The World Bank has many different roles in Africa and this may call into question some of the policies adopted. For example, the International Finance Corporation (IFC) of the WB operates as a commercial investor but with a development perspective. As an equity investor, the IFC aims to encourage private firms into areas and countries where they might not otherwise invest. The WB also lends to sovereign governments on a concessional basis through the IDA, usually with conditions attached to loans. 

So, in the context of energy reform, the WB needs to ensure that the central electricity board is able to meet the financial obligations of a power purchase agreement which affords the IFC a return on its investment in power generation projects. In Uganda, the WB project document states that privatisation of UEB is crucial to the sustainability of the Bujugali project – and the IFC has a stake in the Bujugali project.

5.  Problems 

5.1  Lack of competition

In water, only a handful of companies tender for projects. Table 1 shows that of the 18 major water contracts awarded to the private sector, seven went to SAUR, five to Vivendi and four to Suez Lyonnaise. Biwater and Electricidade de Portugal won one each. Thus sixteen out of eighteen went to the same three French firms that are responsible for running private water the world over. Moreover, these firms sometimes operate as partners, both in France and internationally, so the extent of real competition can be questioned. 

· Little competitive bidding.

In some cases, competitive tendering has not been carried out. In Casablanca, Morocco, the multi-service water-energy-waste concession was given to a consortium of Suez-Lyonnaise, EdF, and Endesa without any competitive tendering process
. In Cameroon, for example, there was only one bidder (Suez Lyonnaise) for the water concession – partly because of the pressure to privatise quickly to meet WB/IMF deadlines. In energy, power projects are according to the WB ‘sponsor-driven’ and therefore, presumably, not subject to WB procedures. Transparency considerations seem to have been compromised, e.g. in the two recent Vivendi deals in Nairobi and Chad where no financial details of the concessions have been disclosed. In Nelspruit, Biwater was selected as a preferred operator.  This use of the ‘negotiated procedure’ in water concessions has been identified as being conducive to non-competitive and corrupt relationships.

· Lack of effective regulatory framework

The absence of competition is even more alarming when the state of regulation is considered. A WB study
 (1998) reports that “in not one country with a privatisation program has there been an effort to develop a regulatory framework as an integral component of that framework”. This may be the result of the bank's own conditionalities - if loan disbursements are contingent on sales and introducing regulation is going to delay these, then governments are not going to make this a priority. 

5.2  Low prices, small market, low profitability

African countries have difficulties attracting investment and what investment there is has been concentrated in mineral extraction. When it comes to water and energy, investors are put off because the tariffs required to generate a commercial return will not be affordable by many users. Further, some enterprises have very high debts and these need to be removed or absorbed by government before privatisation can proceed. The size of markets also can deter large scale investors. 

Lack of investor interest can have major adverse implications for privatisation of infrastructure. Firstly, there will not be competition in tendering, secondly the government will be in a weak bargaining position if there are only one or two tenders for a project and thirdly, the credibility of regulation will be negligible if the ultimate sanction of removing the concession from the investor is not feasible. 

At least one major dams project in Zimbabwe was abandoned at the end of 1999 after the company involved, Biwater, withdrew from the project, amidst allegations of corruption, to protect its investors, because the ultimate consumers of the water would not be able to afford the necessary prices: 

“Biwater's withdrawal from the water supply projects seems to have averted simmering controversy in government circles where allegations of unprocedural awards of contracts to private infrastructure developers are currently doing the rounds. It is understood that Biwater decided to withdraw to protect prospective investors after realising that the schemes would not be viable. Water tariffs for these projects would have been beyond the means of many consumers rendering them commercially unsound, sources said. Biwater country manager for Zimbabwe, Richard Whiting, confirmed in an interview this week that his company had withdrawn from the programme because the ventures were not viable. "Investors need to be convinced that they will get reasonable returns," Whiting said. "The issues we consider include who the end users are and whether they are able to afford the water tariffs," he said. Whiting said private sector investors were concerned about recouping their funds because of the high risks associated with public sector developments. "That's the name of the game," said Whiting. "From a social point of view, these kinds of projects are viable but unfortunately from a private sector point of view they are not," he said.” 

Privatisation of utilities in Africa does not attract private investors where prices cannot be raised to cover profitability. Early in 2000, private sector investors ignored Malawi's attempts to privatise its water and energy, because of fears that the country's low tariffs would prevent any real profits.
  

According to a leading privatisation consultant, the privatisation of the Egyptian Electricity Authority is facing "major constraints" due to the authority's heavy debts, the lack of liquidity in the Egyptian economy and "serious differences" of opinion over the value of the utility. A quarterly review of the privatisation results issued by the Carana Corp. said a "critical part" of the government's efforts to restructure the electric utility's operations and finances were its debts, which were still not being paid off. Debts are currently estimated to be 5 bn Egyptian pounds ($1.4bn).

5.3  Power imbalances, local partners, and corruption

There is a considerable imbalance when it comes to contract negotiations between African governments and MNCs. Firstly, governments lack experience, while MNCs are regularly involved in such negotiations. For example in Tunisia the Tunisian Ministry of Finance did not appoint financial, technical or legal advisers which caused problems given its lack of project finance experience.
  Secondly, this may be one of many projects for a MNC but it may be crucial to a government where there is little investor interest and where, possibly, the transaction is linked to aid disbursements.

Further, big companies may have powerful allies. It is reported that Enron’s claims to gas fields for a pipeline in Mozambique were pressed by the US authorities when the Mozambican president met with US president Clinton to conclude a bilateral investment treaty. An implicit threat was made that foreign aid to Mozambique would be discontinued if an agreement with Enron was not forthcoming.
 

These connections are often corrupt – again, this is a global phenomenon, not confined to Africa. Allegations of corruption are frequently mentioned in the context of privatisation e.g. Nelspruit, Zimbabwe water, Uganda AES. The Lesotho Highlands water case shows the systematic way that multinationals use bribes. All  cases show the reluctance of donors – especially the World Bank, despite its professed anti-corruption policies - to get involved. Table 5 shows water and energy multinational groups being prosecuted in Lesotho.

Table 5: Water and Energy multinational groups being prosecuted for bribery in Lesotho

	
Multinational group
	
 Home country
	Subsidiary Company in Lesotho
	Bribe listed in Lesotho charges


	ABB
	Sweden, Switzerland
	
	FF250,000

(US$40,410)

	Bouygues (parent of SAUR)
	France
	part of HWV consortium
	$733,404

	Suez-Lyonnaise des Eaux
	France
	Dumez International
	FF509,905

(US$82,422).


Source: Charge sheets as reported in Business Day 29 July 1999; company annual reports; PSIRU database

The importance of the relationship with the state is further emphasised by the kind of African partner companies with whom multinationals form joint ventures. These may be parastatals e.g. Cinergy joined with Eskom to bid in Senegal; Enron's partner in their Mozambique steel venture, Maputo Steel, is IDC, another South African parastatal.  The local partners to Biwater in the water venture in Nelspruit are closely connected with politicians on the city council; the NGO partnering SAUR in the Mozambique water privatisation is headed by Graca Machel.

5.4  Service Delivery

There is evidence of disappointing results in service delivery. This is partly the result of excessive concessions offered to attract investors.

For example, in Kenya, the terms of the ten year contract given to Vivendi for management services in Nairobi have been heavily criticised. The new owners will not invest a single cent in new water reservoirs or distribution systems but will spend an undisclosed amount on installing a new billing system at City Hall and, for that, reap 14.9 percent of $169m collected over the period. What's more, the city council's water and sewerage department is supposed to reimburse the cost of the computer equipment and hardware to the contract at the end of the 10-year arrangement with no provision for depreciation.
 

Privatising the water service in Nairobi is expected to lead to higher prices being charged without doing anything to improve supplies which fell by up to 75  in August 2000 during extensive droughts.
 
In Guinea, access to water expanded during the first five years after the lease contract to SEEG was awarded in 1989. Connection increased as did metering and revenue collection. This was achieved through investments in new supply capacity (external to the lease) as well as maintenance. However, more recently, the water supply system has not improved and expanded as fast as had been hoped and unaccounted for water was still high. Also relations between the state-owned water authority and the private water management company have not been smooth, with risk sharing between parties ‘proving difficult to implement and enforce’ (Brook Cowen, 1996, pp 89-92) 

Research from South Africa is critical of privatised operations, stating that companies like Water and Sanitation South Africa (WSSA, a Lyonnaise des Eaux/Group Five joint venture) promised to "render an affordable, cost effective and optimised service, implement effective consumer management" and ensure that customers are "willing and able to pay for services, while maximising revenue collection." Yet in practice, in the Stutterheim pilot, water services were instead characterised by WSSA's failure to serve any of the 80  of the region's township residents (classic cherry-picking), mass cut-offs of water by the municipalities of township residents who could not afford payments, and the cooption of the main civic leader into WSSA's employ, thus effectively rendering silent any community protest (Hemson 2000)..
 
The WSSA concession in Queenstown has also been criticised for extracting too great a profit from the operation. According to SAMWU, “WSSA, the local subsidiary of French water multinational, Suez-Lyonnaise is allegedly paid over R1 million per month by council to supply the town's water. Yet municipal workers involved in meter reading say the company is grossly overcharging for its services. Municipal workers are reading the meters and collecting payments from the community to the value of about R250 000 per month. It seems that the R750,000 extra is simply a fee being used to boost the profits of WSSA.”

In Senegal the water privatisation has yielded no improvement in service and no tangible investment.
 During June 1999, there were 10 days of acute water shortages caused by equally crippling electricity cuts.

In Zambia President Chiluba said that the reforms that IMF asked Zambia to undertake, including privatising almost 90 per cent of the formal sector over the past seven years, have instead brought unemployment and a rise in poverty levels.

5.5  Privatisation can be expensive

Privatisation is presented as a means of accessing finance that would not otherwise be available. However, there are substantial costs associated. 

· State guarantees and risks

This includes costly power purchase agreements (even World Bank sponsored studies find that that IPPs are an expensive means of generating power),
 as well as tax breaks offered to attract investors. Further, enterprises are dressed up to attract investors which often means that governments take over all their debts as debt-ridden enterprises are not easily sold. The government then absorbs the debt while handing over rights to future revenue. In Chad, for example, while Vivendi have taken on the management contract, they will not acquire a stake in the utility until its losses have been dealt with. 

This is one of the inherent contradictions of privatisation - the countries, and enterprises which most need private finance are the ones that find it most difficult to attract investors. This is partly why Africa lags behind the rest of the world in privatisation. Both Zambia and Malawi report  difficulty attracting foreign investors. In cash strapped economies like most of Africa, revenue will be a priority which may cloud long term development and equity objectives – and may result in excessive concessions (as, for example,  in the sale of Kenya Airways).

· Concessions increase debt burden

When it comes to infrastructure, private sector finance may be more like debt than equity. The government may have to pay whether supplies are needed or not and prices are fixed in foreign currency. Investors assume almost no risk in terms of price demand or exchange rate and host countries bear almost all of these risks. Unlike debt, such a transaction does not attract relief measures. 

Privatisation is an expensive way of financing infrastructure. Additional benefits must be expected if this is to be a cost-effective option. Supporters of the policy contend that privatisation will bring improved technological and managerial skills to the enterprise as well as sharpening the financial performance. However, such benefits are by no means guaranteed, especially if the new owners are not experienced in infrastructure. Private owners need to make profits and tariffs (or subsidies) will need to reflect commercial returns. Substantial efficiency gains are required for the private option to present better value than public ownership. 

In Uganda, the terms of the IPP awarded to AES have been criticised, not least because of the PPA which is fixed for 30 years. The plant will produce more power than is currently needed in Uganda and the government has been attempting to secure export deals with Kenya to ensure they can meet the terms of the Power purchase agreement. The perverse logic applied to power sector reforms is shown in one report on the AES project which says that the terms of the IPP will give an added incentive to the government to privatise UEB as by privatising, the government will be released from the onerous requirements to finance the power-purchase guarantee.
 

· Private sector may have no better credit rating

Private ownership is not always automatically best. The weakest case for foreign direct investment is when the need is primarily for funds as there are cheaper sources of funds if the enterprise is credit worthy.  Johannesburg city council argue that privatisation is a necessary way of raising finance because of the council's financial crisis - but in December 1999 they sold the gas corporation to a multinational, Cinergy, whose credit rating (BBB+) was no better than the council's.
 

· Zimbabwe – Harare council rejects water scheme

In August 1999 the commission running the city of Harare  rejected a Euro 66 million ($2.84bn) water and sewerage system rehabilitation programme for the local authority (August 1999) on the grounds that  there were no proper feasibility studies on the efficacy of the scheme, which was considered to be too costly and risky.

The proposals were put forward by German water engineers GKW together with its financial advisors African Development Bank (ADB). GKW had also proposed the formation of a Harare Water and Sewerage  Authority to control, administer, plan and source funding for related  capital projects. The proposed authority was to be financially independent from the City of Harare and this was a major cause for concern as funds generated from water and sewerage are used to finance other council functions.
 

· Public subsidies for the private sector

Although explicit subsidies are not encouraged in the current reform climate in Africa, the privatisation policies do provide for implicit subsidies to private investors. For example, the AES project in Uganda has called for the Uganda Government to guarantee prompt reimbursement of its value added tax (VAT) claims. This project is also receiving project finance from the WB and the African development Bank.
 

The Azito consortium (including EdF and ABB) in Cote d'Ivoire is to receive a $60m loan (of the  $225m of investment costs) for a MW288 gas-fired plant. The loan will be issued by a consortium comprising the Commonwealth Development Corporation of the UK and the African Development Bank. The World Bank will also guarantee the commercial loans. According to EdF, the multilateral and commercial loans will cover 80percent of the investment planned. Also, multilateral loans will be issued by the World Bank's IFC (and CDC).

The DBSA is to lend $10m to CEC in Zambia (in which Cinergy has a major stake) for transmission lines to connect a new smelter to the CEC network. The DBSA have agreed to lend  the money to CEC with a 15-month capital grace period meaning that the loan will not accrue any interest within this period and it will be repaid within 12 years.

In Nelspruit, South Africa, the private concessionaire Biwater/Nuon is being given a water treatment plant
 which was funded by state aid from Portugal, and built and operated by the South African government.

· Lack of democracy and consultation

Lack of democracy and consultation in privatisations mean that these processes lack social sustainability. The World Bank and IMF have issued guidelines for governments to carry out consultations with  civil society, but in practice these are not happening – partly because the financial institutions themselves are insisting on urgent implementation of privatisations regardless of the political processes.

A conference of African trade unions in Casablanca, September 2000, criticised the institutions not only for “the damaging effects of their structural adjustment programmes” but also for their hypocrisy: "The IMF and the World Bank have proved they can be very demanding when it comes to meeting the conditions for implementing their structural adjustment programmes.  Now they must show the same determination in making governments meet their obligation of consulting civil society". 

The conference heard reports of complete failure to consult civil society over poverty programmes in Uganda, Ghana, Angola, Rwanda, Burkina Faso, Congo-Brazzaville and elsewhere.  The city of Casablanca itself provided another illustration of democratic failure – the water, energy and waste collection of the city had been privatised without the elected city council even being consulted - the concession was personally awarded by the late King Hassan
.

The city of Johannesburg has provided another example of restructuring services through privatisation without public debate or consultation. A major city restructuring plan, known as “Igoli 2002” was drawn up by council managers and leaders in collaboration with international consultancy firms, with proposals for the commercialisation and privatisation of many services, including water and energy, without any advance public consultation or debate.  The plan is now the subject of dispute and controversy. 
 

6.  Multinationals

The multinationals actively gaining from the water and energy privatisations in Africa are exactly the same set of companies as dominate the sectors throughout the world. 

Some of these companies have interests in a number of sectors, and so their presence on the continent is much stronger than the list of water and energy interests alone. For example Vivendi, which has telecomm interests in Morocco and Kenya, a TV station in Morocco, a waste management contract in Egypt (Alexandria) and engineering  projects in a number of countries. Suez-Lyonnaise also has a number of major construction projects through Dumez.

There are two unusual multi-sector operators: Enron, a gas and electricity company, has invested in a steel plant in Maputo, which will be fuelled form its off-shore gas field. Afrox, a South African company formerly owned by multinational BOC Group, is active in industrial gases and energy, and is now the dominant company in the private health sector in South Africa.

· Table 4: Major multinationals involved in water and energy in Africa

	Multinational
	Home country
	Sector (s)
	Countries

	ABB
	Sweden
	Energy
	Morocco, Cote d’Ivoire, Lesotho

	AES
	USA
	Energy
	Uganda

	BG
	UK
	 Energy
	Egypt, Tunisia

	Biwater/Nuon
	UK/Netherlands
	Water
	South Africa, 

	Cinergy
	USA
	Energy
	South Africa, Zambia, Cote d’Ivoire

	CMS Energy
	USA
	Energy
	Morocco, Ghana

	EdF
	France
	Energy
	Egypt, Guinea, Guinea-Bissau, Mali, Morocco, Cote d’Ivoire

	EdP
	Portugal
	Energy
	Morocco

	Endesa
	Spain
	Energy
	Morocco

	Enron
	USA
	Energy
	Mozambique, Nigeria

	Eskom
	South Africa
	Energy
	Namibia, Uganda, Gambia, Zanzibar

	Hydro-Québec

International (HQI)
	Canada
	Energy
	Senegal, Togo 

	Intergen (Shell/Bechtel)
	Netherlands/USA
	Energy
	Egypt

	Marubeni
	Japan
	Energy
	Tunisia, Ghana

	National Grid
	UK
	Energy
	Zambia

	National Power
	UK
	Energy
	Namibia, South Africa, Zimbabwe

	SAUR/Bouygues
	France
	Water
	CAR, Cote d’Ivoire, Guinea, Mali, Mozambique, Senegal, South Africa

	Siemens
	Germany
	Energy/ construction
	Nigeria

	Suez-Lyonnaise
	France
	Water, Energy
	Egypt, Guinea-Bissau,  Morocco, South Africa, Zambia, Togo, Senegal

	Vivendi
	France
	Water, energy, waste, telecomms
	Djibouti, Egypt, Kenya, Morocco, South Africa, Tunisia

	YTL
	Malaysia
	Energy
	Tanzania

	Wartsila
	Finland
	Energy
	Kenya


Source: PSIRU database

7.  Conclusions and recommendations

7.1  Conclusions

· The policies of the World Bank and the IMF are seriously damaging the financial and social viability of utility services in Africa. By making water and energy privatisation a condition of loans, they are forcing hasty, ill-considered long-term concessions. Their policies are effectively preventing examination of alternatives, or evaluation of the impact on the country’s economy and social structure. At the same time  they are increasing the incentives and opportunities for corruption, and creating privatised services without effective regulatory regimes.

· Water and energy privatisations in Africa have been characterised by ineffective competition amongst global oligopolies and repeated opportunities for corruption. Countries are being pressurised to accelerate privatisations in a climate of limited investor interest.

· The possibilities of restructuring public sector provision are being wilfully ignored, which prevents even the consideration of a cheaper, less burdensome and less corrupt alternative. Failure to consult civil society, including representative community organisations and trade unions, reflects a profoundly undemocratic approach by the World Bank and IMF.

· The service delivery of the private sector is often unimpressive, especially in respect of extending services to populations that have not previously been served.

· Privatisations in water and energy are frequently based on state guarantees, and even state subsidies, minimising the risks taken by the private company. In many cases these privatisations imply a significant increase in the costs to consumers, or the financial obligations of the state.

7.2  Recommendations

· The World Bank and IMF should stop requiring privatisation of public services and utilities as a condition of loans.

· Reform strategies should start with assessing the strengths and weaknesses of an enterprise in the context of the specific national and regional circumstances - not with the premise that private is best. 

· Governments and donors should look at examples of best practice in public as well as private provision. Advisers and consultants need to be selected from the best performing service providers – not from consultancies who depend on the World Bank for a large proportion of their fees. 

· Reform options should always include a plan for restructuring within the public sector . This and other options then need to be evaluated in an open and transparent way, using a fair basis for comparison. 
· Effective regulation of private companies requires , firstly, clear and quantifiable objectives (for example, technology transfer, management and financial systems development, construction etc); secondly, adequate resources for monitoring and enforcement. If the capacity for this is lacking, then privatisation will only create a new set of problems..

� Business Report 10/2/99 “Union prepares legal case over privatised water”


� Mozambique News Agency AIM reports no 166 6 Oct 1999; Les Echos 9 June 1999


� Reuters Textline 26 Nov 1999 SNC Lavalin bids low for Suez water concession


� The East African, 7 Aug 2000: French Water Deal to Cost Kenyans $25m


�28 Jul 2000 La France appuie la privatisation de la STEE: Marches Tropicaux Globalbase 


� 22 May 2000 Suez Lyonnaise Sole Bidder To Acquire 51pct of Cameroon’s SNEC: AFX EUROPE World Reporter


� Vivendi press release 25 Jan 1999


�  South African DWAF press release 17-09-99


� “Social, ecological and economic�PRIVATE �� characteristics of bulk water infrastructure: 	Debating the financial and service delivery implications of the Lesotho Highlands Water Project”  by David Letsie and Patrick Bond (submission  to World Commission on Dams, 11 November 1999),


� SAMWU, press statement 


� National Framework Agreement, SALGA/COSATU, December 1998


� For a detailed review of global examples of public sector water provisions see Lobina and Hall; “� TITLE  \* MERGEFORMAT � Public Sector Alternatives To Water Supply And Sewerage Privatisation: Case Studies�” International Journal of  Water Resources Development, Vol 16, No.1, 35-55, 2000.


� See “An Alternative View of Privatisation”, p.43. Published by ILRIG. Cape Town, 1999. � HYPERLINK "mailto:ilrig@wn.apc.org" ��ilrig@wn.apc.org� 


� Speech by minister of water affairs and forestry at the opening of the Matsulu water treatment works 17 September 1999 � HYPERLINK "http://www.polity.org.za/govdocs/speeches/1999/sp0917.html" ��www.polity.org.za/govdocs/speeches/1999/sp0917.html� 


� van Niekerk, S. (1998) Privatisation – a working alternative, South African Labour Bulletin, Vol. 22, n° 5, October 1998.


� World Bank: Two water projects in Malawi (OED précis No 146 May 1997)


�  In Reforming the Power Sector in Africa, M R Bhagavan (ed.) ZED Books Ltd, London  and New York


� Mbendi News & Views - Item [7886]: News Release CMS Energy announces commercial operation of unit 3 at Jorf Lasfar power plant in Morocco 28/7/00


� African Power Industry Mbendi report,, 14/9/99; EdF Press Releases - Paris,01/05/99


� 10 Jan 2000 Deals & Developments, AES wins approval for a Ugandan Hydropower project.: Euromoney Trade Finance and Banker International, Reuter Textline


� New Vision, September 6th, 1999


�   Financial Times Reuter Textline17/08/99


� Mbendi News & Views - Item [7939]: News Release Siemens signs agreement with Nigerian government to build 276 MW power plant


� Canada Newswire: Ocelot International’s natural gas-to-electricity project in Tanzania receives final cabinet approval 30/11/99


� United States Energy Information Administration, November 1999,  Lake Victoria Region Fact Sheet: Kenya, Tanzania, Uganda


� 1/2/99 Sub-Saharan Africa’s largest private power plant commissioned. Africa Financing  


� 01 Jun 2000 Kipevu II: an open close.: Project Finance Predicasts Prompt


� General Electric will invest CFAFr25bil to build a 55 MW  power plant in Senegal Marches Tropicaux  & Mediterraneens Business and Industry 1/12/98


� 07 Oct 1998 Hydro-Québec International awarded $2.4m contract in Senegal. Canada Newswire,  World Reporter


� For a wider discussion on the issues surrounding IPPs, see forthcoming PSIRU paper on the subject.


� Financial Times; 02-Aug-2000: Hungarian power sell-off falters


� World Bank (2000a) A Brighter Future? Energy in Africa’s Development (draft)


� Marches Tropicaux Globalbase 28/07/00


� 18 Dec 1999 France switches on ZESCO: Times of Zambia,  World Reporter


� 09 Jun 2000 Hydro-Québec, Suez group win Togo electricity deal; Reuter Economic News,  Reuter Textline


� Business Day (South Africa): Eskom poised to buy stake in Ugandan Utility, 9/3/00


� African electricity supply is characterized by very high system losses when compared with the international target of 10-12 %.  Some systems record losses as high as 35-40% (Karekesi and Mutiso 1999).


� See for example on the UK system  Steve Thomas (SPRU, University of Sussex): “Has Privatisation Reduced the Price of Power in Britain? (published by  UNISON, Nov 1999)


� Financial Times ‘Hungarian power sell-off falters’ By Kester Eddy in Budapest Published: August 2 2000


� cited in Chiwaya 1999 p305 in Reforming the Power Sector in Africa, M R Bhagavan (ed.) ZED Books Ltd, London  and New York


� 16 Nov 1999 Senegal's SENELEC buys private sector electricity. Reuter News Service – Africa Reuter Textline


� 07 Oct 1998 Hydro-Québec International awarded $24.2 million contract in Senegal: Canada Newswire World Reporter


� Middle East Economic Digest: Power: Special Report: Power: Egypt  Middle East Economic Digest ; 13-Aug-1999


� APS Review Downstream  Trends 01 Feb 1999  


� 4/4/00 Mbendi  News & Views - Item [4515]: News Release Nigerian government prepares for privatisation of National Electric Power Authority (NEPA) 


�Business Day 20 Jan 2000 


� Zimbabwe-Power Sector Reform Program APL Phase 1- Power Sector Reform Project


� 03 Dec 1999 Zimbabwe Independent


� Mbendi news and views, news item 8233, 9.8.00


� PR Newswire: Uganda launches electricity privatization, PR Newswire - USA ; 24-May-2000


� World Bank Project Information Document Uganda-Bujagali Hydropower, January 2000


� Parastatal Sector Reform Commission, Tanzania, Press Release


� 5/7/00, Mbendi, News & Views - Item [7048]: News Release Six companies left in tender for Cameroon's SONEL


� Mbendi News & Views - Item [7287]: News Release 11th June 2000, Cameroon selects bidders for the privatisation of a 51% stake in SONEL  


� Karekezi and Mutiso in Reforming the Power Sector in Africa, M R Bhagavan (ed.) ZED Books Ltd, London  and New York


� Cinergy website, www.cinergy.com


� 28/7/00,  Mbendi News & Views - Item [7850]: News Release Zambia to wait to privatise ZESCO


� 17 Mar 2000 Unstable power tariffs anti-investment - ZIC: Times of  Zambia World Reporter


� 03 May 2000 Restore power to Roan mine, CEC told: Times of Zambia World Reporter


� 19 Apr 2000 ZESCO tariffs hiked: Times of Zambia World Reporter


� For example, in Chiwaya, Allexon (1999) ‘Comparative Analysis: A sub-Saharan perspective’ in Reforming the Power Sector in Africa, M R Bhagavan (ed.) ZED Books Ltd, London  and New York


� Campbell-White, Oliver and Anita Bhatia (1998) Privatisation in Africa IBRD Washington D.C., p.91.


� This has happened in the state of Orissa in India, where AES now own power generation and distribution.


� Reuters 9 Feb 1996


� Financial Times 11 May 1999 “Harvesting the secrets of the Nile – gas distribution”


� Cinergy press release 6 Dec 1999


� United States Energy Information Administration (EIA)   � HYPERLINK "http://www.eia.doe.gov/emeu/cabs/algeria.html" �http://www.eia.doe.gov/emeu/cabs/algeria.html�


� O’Leary, Donal, Jean-Pierre Charpentier and Diane Minogue (1998) ‘Promoting Regional Power Trade – The Southern African Power Pool’ Public Policy for the Private Sector Note No. 145


� BBC Monitoring Service - United Kingdom 07-Jul-2000


� 05 Jan 2000 Times of Zambia


� Times of Zambia - World Reporter05/01/00


� Mbendi news and views Item 8524, 20.8.00


� Agence France Presse Intl. (AFM) ; 11-Aug-2000 Currency crisis leaves Zimbabwe's bills unpaid


� Mbendi - news item 8277 10th August 2000


� Mbendi, News & Views - Item [5632]: News Release Zambia forms energy regulatory partnership with Oregon and the District of Columbia18/5/00


� 11/4/00, Mbendi News & Views - Item [4766]: News Release Rolls Royce wins $100 million gold mine power contracts


� Allexon Chiwaya (1999) ‘Comparative Analysis: A sub-Saharan perspective’ in Reforming the Power Sector in Africa, M R Bhagavan (ed.) ZED Books Ltd, London  and New York


�http://www.worldbank.org/html/extdr/offrep/afr/doing.htm 


� ‘A Brighter Future? Energy in Africa’s Development’


� 16 May 2000 IMF sets Cameroon targets to qualify for debt cut: Reuter News Service - Africa Reuter Textline


� Reuter Textline, 25 Nov 1999 Mali to end state monopoly over water, power


� 01 Jul 1999 Mozambique - US$3.7BN HIPC Debt Relief: Africa Financing Review,  World Reporter


� From the East African Regional Monday, August 28, 2000 World Bank Pushes Kenya to Privatise Power Companies By Kevin J. Kelley, Special Correspondent. 


� Middle East Economic Digest, March 7, 1997


� See the French Cour des Comptes report on water services, January 1997


� Campbell-White, Oliver and Anita Bhatia (1998) Privatisation in Africa IBRD Washington D.C., p.91.


� Zimbabwe Independent 10 Dec 1999


� African Eye News Service 22/05/00


� Mbendi News and Views Item 8904, 28th June 2000.


� 10 Oct 1999 Deal Analysis, Tunisia's first signing.: Euromoney Trade Finance and Banker International Reuter Textline


� Wells, Louis T. (1999) ‘Private Foreign Investment in Infrastructure: managing Non-Commercial Risk’ (Preliminary Draft) Paper for Private Infrastructure for Development: Confronting Political and Regulatory Risks – Conference, 8-10 September Rome, Italy


� 10 Aug 2000 The East African: French Water Deal to Cost Kenyans $25m:  Asia Intelligence Wire


� BBC Monitoring International Reports: Kenya: Nairobi water supply reduced by more than 75 per cent, paper reports  BBC Monitoring Service - United Kingdom ; 17-Aug-2000


� cited in Campbell-White and Bhatia 1998, p92.


� Water for All in South Africa: �PRIVATE ��Policies, Pricing and People 	Rural Development Services Network Discussion Document prepared for the “Water for All” Seminar Commonwealth People’s Centre Meeting Durban, South Africa • 10 November 1999; David Hemson Report on the NGOs and BoTT Programmes in the Eastern Cape and  Kwa-Zulu Natal prepared for the Rural Development Sector Network (RDSN), March 2000


� SAMWU Press release 31/08/2000


� � Residents protested in Dakar (June 1999) following 10 days of acute water shortages caused by equally crippling electricity cuts.  'We thought that with privatisation of water distribution things would be better, but it has never been this bad,' said a woman protesting in front the SDE water company. Water official are unable to pump water because of power cuts.


� Post of Zambia (Lusaka) February 9, 2000


� ‘In the final analysis it appears that IPPS have often inflated supply prices for utilities’ Albouy and Bousby, 1998


� Campbell-White and Bhatia, 1998, Box 2.1, p28.


� 10 Mar 1999 Projects in the Pipeline, Africa, Bujagali Falls Hydropower: Euromoney Trade Finance and Banker International Reuter  Textline


� SAPA    7/12/99 Metro Gas Privatised 


� Zimbabwe Independent ; 20-Aug-1999


� 18 May 1999 Uganda: AES Asks For VAT Security: NEW VISION Asia  Intelligence Wire


� Hoovers News Releases Abidjan, Côte d'Ivoire, 12 November 1998


ADB Private sector loan of US$14 million for a thermal power plant in Cote d’Ivoire


� 27 Apr 2000 $10M Project loan: CEC acts: Times of Zambia, World Reporter


� Biwater Press Releases, A First in South Africa May 1999


� Speech delivered by the Minister of Water Affairs and Forestry at the opening of the Matsulu water treatment works, 17 September 1999


� ICFTU Press release 6/9/2000


� Middle East Economic Digest, March 7, 1997


� See www.cosatu.org.za/samwu/igolimain.htm for a criticism of the Igoli plan. See also Hall “Igoli 2002 – some word-class questions” (February 2000): www.psiru.org/reports/� FILENAME  \* MERGEFORMAT �2000-02-U-SA-lg.doc�, 





Public Services International Research Unit

University of Greenwich

School of Computing and Mathematical Sciences

30 Park Row London SE10 9LS    U.K.

Tel: +44-(0)208-331-9933     
Fax: +44 (0)208-331-7781

www.psiru.org
psiru@psiru.org
September 2000
PAGE  

_____________________________________________________________________________ 










Page ii of 1

